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Co30aHue y2nepo0HO020 PbiHKA ABASeMCS OCHOBOLL MOop208AU 8blOpocamu yzaepoda. B 2012
200y Kumail sanycmus nugommyio npozpammy mopaoeau esiopocamu yaaepooa. Ilocae 6onee
tem decAMU /lem paspabomku NUAOMHbLI NPoeKm o mopaoe.ie ebibpocamu yeaepoda 6 Kumae
docmuz 3ameuamenvHbiX pe3yabmamos, IGPekmusHO KOHMPOAUpPYs obujue 8bl6pocel nap-
HUKOBbIX 2d308, MAKUX KAK Y2/eKUCAblll 2a3, U I¢PekmusHo cnocobcmeys Koppekmuposke
U ONMUMU3AYUU NPOMBIULIEHHOU CMPYKMYPbL U CMPYKMYpblL SHepeemuku. Paseumue ya/e-
POOHO20 pbiHka Kumas 6 0cHo8HOM NpowLio mpu smand, U e2o GyHKYUOHUPOBAHUE 3AB8UCUM
0m OMHOCUMENbHO YeA0CIHOLL CUCeMbL pecyAUposaHust. C mex nop Kak y2nepooHblil psiHOK
Kumas Hauan mecmuposamscs, Npasumenbcmeo nocmeneHHoO yxcecmo4ua0 Had3op 3a mop-
2osell 8blOpocamu yaaepoda. B yeaom, 8 Hacmosujee epemst Kumaii cfopmuposan noaumu-
ueckyl cucmemy, OCHOBAHHYH0 HA «BpeMeHHbIX Mepax no ynpasneHur HAYUOHAALHOU mop-
208.1ell 8bIOPOCAMU Y2aepoda» U OX8AMbleawylo 8ce acnekmbvl 000P0B8OALHOL Mop208au
U c06/1100eHUS MPeBOBAHUTL N0 COKPAUjeHUI 8bI0POCO8 NAPHUKOBbIX 20308.

B 0anHoil cmamve aHAAUUPYIOMCA cywjecmayrouue npobaembl U HeOOCMAMKU Ha 0CHO8e
pas6opa cywecmeyroujeti pecyASMOPHOL NOAUMUKU.

HblHewHAR NOAUMUKA pe2yAUpOsaHus y2/1epooHozo psiHka Kumas 6 0CHOBHOM umeem
npobeMbl, maKkue KAk mom $akm, 4mo Hekomopble 3aKOHbL U NOAONCEHUS, pe2yAupyoujue
Y2/1epoOHbLLL PHIHOK, ObLAU CHOPMYAUPOBAHBL PaHee, NOAUMUKA Pe2yAUPOSAHUS Y2Aep00H020
pblHKA He SI8ASlemcst 00CMAMOUHO CUCTNEMAMUUecKOl, Umobbl y008./1emeopunms peasbHble
nompe6HoOCMU yHKYUOHUPOBAHUS Y2AePOOH020 PbIHKA, d CYyujecmayowds NOAUMuUKaA pezy-
AUPOBAHUST HeoBX00UMble MeXaHU3MbL N000epicku. B 6ydywjem Kumaio ciedyem u dasvlue
CO8epULeHCMB08AMb CUCEMY NOAUMUKU Pe2y AUPOBAHUS y2/1epOoOH020 PbIHKA NymeM nocmo-
SIHHO020 06HOB/1eHUSL MOP20B0LL NOAUMUKU HA Y2/1ePOOHOM PbIHKE, COBEPULEHCTNBO8AHUS MeXa-
HU3M08 N000ePHCKU Y21epOOH020 PbIHKA U YHCeCMo1eHUS HOPMAMUBHBLX N00NCeHULL. B mo jce
8peMs Mbl 00/CHBL MAKCe NOBLICUMb MOMUBAYUK BCeX 3AUHMEPECOBAHHbLX CMMOPOH K yHud-
CMuio 8 ye/1epo0HOM PblHKe, NPO00ANCAMb YKPeNnaAims MeXcoyHapooHoe compyoHUuecmeo
U 0a/bUte Cnoco6cmeosams passunuio y21epooHozo puiHka Kumas Ha 6o/ee 8bICOKULL yposeHb
U 2/1y6uHy.
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REGULATION OF CHINA'S CARBON MARKET:
POLICIES, ISSUES AND RECOMMENDATIONS

Carbon market construction is the core of carbon emissions trading. China launched a
carbon trading pilot project in 2012. After more than ten years of development, China’s car-
bon trading pilot has achieved remarkable results, effectively controlling the total emissions of
greenhouse gases such as carbon dioxide, and effectively promoting the adjustment and opti-
mization of the industrial structure and enerqy structure. The development of China’s carbon
market has mainly gone through three stages, and its operation depends on a relatively complete
regulatory system. Since China’s carbon market began to be piloted, the government has grad-
ually strengthened the supervision of carbon emissions trading. Generally speaking, China has
now formed a policy system based on the «Interim Measures for the Administration of National
Carbon Emissions Trading» and covering all aspects of greenhouse gas voluntary emission
reduction trading and compliance.

This article analyzes the existing problems and deficiencies on the basis of sorting out the
existing regulatory policies.

Chind’s current carbon market regulatory policies mainly have problems such as the fact
that some carbon market regulatory laws and regulations were formulated earlier, the carbon
market regulatory policies are not systematic enough to meet the actual needs of carbon market
operation, and the existing regulatory policies lack necessary supporting mechanisms. In the
future, China should further improve China’s carbon market regulatory policy system by con-
tinuously updating carbon market trading policies, improving carbon market supporting mech-
anisms, and strengthening regulatory regulations. At the same time, we should also enhance
the motivation of all stakeholders to participate in the carbon market, continue to strengthen
international cooperation, and further promote the development of China’s carbon market to a
higher level and deeper depth.

Key words: China, carbon trading, carbon market, regulations, evolution, environmental
policy, supervision, carbon peak, carbon neutrality, carbon emissions.

In order to respond to global climate change, reduce greenhouse gas emissions,
and promote global sustainable development, the United Nations Framework
Convention on Climate Change adopted the Paris Agreement at the conference held
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in Paris on November 15, 2015, and in November 2016 It officially comes into effect
on the 4th. China signed the Paris Agreement on April 22, 2016, and ratified the Paris
Agreement on September 3, 2016. This marks that China will participate in the global
climate governance process and play a greater role on the international stage. «Carbon
emission rights trading is an effective way to comprehensively use economic and legal
means to solve the problem of climate change. The so-called carbon emission rights
refer to the right of carbon emission rights holders to emit carbon dioxide and other
greenhouse gases into the atmosphere under legal conditions and with the permission
of the environmental department» [4. C. 94-100]. «Carbon emissions are public goods
and require joint action by all mankind» [5. C. 1-4].

In order to achieve the goal of carbon peaking before 2030 and carbon neutrality
before 2060, China launched a carbon trading pilot project in 2012. After more than ten
years of development, China’s carbon trading pilot has achieved remarkable results,
effectively controlling the total emissions of greenhouse gases such as carbon dioxide,
and effectively promoting the adjustment and optimization of the industrial structure
and energy structure. During the pilot construction process, each pilot has accumulated
certain experience in the construction of carbon emissions trading regulatory
regulations, and on this basis, it has continuously improved its own regulatory policy
system [6. C. 25-36; 7. 1-16; 7. C. 32-38].

1. Development history of China’s carbon market.

1) Initial exploration stage (2005-2012). «One of the most developed mechanisms
for trading carbon units is the European Union Emissions Trading System (EU ETS).
The European Union emissions trading system has existed since 2005» [3. C. 39-56].
China is actively learning about the carbon trading mechanism from the EU [9. C.
33-36; 10. C. 53-56; 11. C. 31-39]. At the same time, during this period, China actively
integrated into the international carbon market, especially through participating in
the Clean Development Mechanism (CDM) project, and learned valuable carbon trading
experience. Such projects provide developed countries with the opportunity to invest
in low-carbon technologies in developing countries such as China, thereby assisting
them in reducing domestic greenhouse gas emissions. China not only promoted the
progress of the new energy industry, but also received initial financial support for
carbon emission reduction.

2) Local pilot stage (2013-2020). Since 2011, China has launched carbon emissions
trading pilot projects in seven provinces and cities, including Beijing, Tianjin, and
Shanghai, aiming to build and test the operating mechanism and regulatory framework
of the carbon market and lay a solid foundation for the establishment of a national
market. Since 2013, these pilot carbon markets have been put into operation one
after another, covering multiple industries and fields such as electricity, steel, and
chemicals. «2014 was the year when China released a large amount of carbon emission
information. The National Development and Reform Commission issued a carbon
emission reporting system for key units and national standards for carbon accounting
and reporting guidelines for 10 industries» [12. C. 123-130]. The practice of these local
pilots not only provided a large amount of data support for the subsequent construction
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of the national carbon market, but also accumulated valuable experience. «As of the
end of July 2016, China’s seven pilot carbon markets have completed three phases of
trial operation. The total transaction volume exceeded 76.69 million tons, and the total
transaction amount exceeded 1.76 billion yuan. China has become the second largest
carbon market in the world after the EU ETS» [13. C. 77-86].

3) National carbon market construction stage (2021 to present). On July 16, 2021,
China officially launched the national carbon emissions trading market, and the
power generation industry became the first industry to be included in the market,
covering more than 2,000 key emission units. «According to the plans of the Chinese
government, in order to reduce the greenhouse effect by 1.5/, it is necessary to
completely decommission coal-fired power plants in China by 2045» [1. C. 21-27]. This
milestone marks significant progress in the construction of China’s carbon market.
Since the launch of the market, its operation has been stable and transaction prices
have gradually increased, effectively promoting enterprises’ emission reduction
actions and green and low-carbon transformation. As the market continues to improve
and expand, it is expected that more industries and regions will be included in the
carbon market system.

2. Main policies for China’s carbon market supervision. In order to ensure the
effective operation of China’s carbon market regulatory policy system, during the pilot
phase, the Chinese central government and local governments continued to strengthen
the monitoring and verification of corporate emission data and quotas in the pilot
areas. On this basis, the Chinese government has successively issued regulations and
documents such as the «Carbon Emissions Trading Management Measures (Trial)» and
«Enterprise Greenhouse Gas Emission Accounting and Reporting Standards (Trial)». It
clarifies the requirements for enterprises to submit annual greenhouse gas emission
reports, reporting institutions and procedures, verification institutions and verifica-
tion procedures, and issues that should be paid attention to during the verification
process. In addition, China has also launched a pilot project for a voluntary greenhouse
gas emission reduction trading mechanism and gradually established a unified national
carbon market regulatory system.

In order to promote the construction of the carbon market, the Chinese government
has successively issued the «Carbon Emission Rights Registration Management Rules
(Trial Implementation)», «Carbon Emissions Rights Trading Management Rules (Trial
Implementation)» and «Carbon Emission Rights Settlement Management Rules (Trial
Implementation)» based on the pilot experience) and a series of important documents.
These documents provide specific provisions on the establishment, trading mecha-
nism and operation of the national carbon market. Generally speaking, China has now
formed a regulatory system based on the «Interim Measures for the Administration of
National Carbon Emissions Trading» and covering all aspects of greenhouse gas volun-
tary emission reduction trading and compliance. These regulations provide important
institutional guarantees for the establishment of a national carbon market. On this
basis, China has formulated a series of supporting measures to further promote the
construction of a national carbon market.
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3. Problems and deficiencies in existing regulatory policies. In the construc-
tion and operation of China’s carbon market, government regulatory authorities have
played a leading role, and the regulatory regulations they have formulated are an
important part of the entire carbon market regulatory system. Although government
regulatory authorities have played an important role in the construction of the carbon
market, the regulatory regulations they have formulated still have certain problems
and deficiencies in actual operation, mainly in the following aspects.

First, some carbon market regulatory regulations were formulated earlier, and the
laws and regulations they are based on have undergone major changes, resulting in
situations in which they are unable to adapt to new situations in actual operation.

Second, the carbon market regulatory policies are not systematic enough and
cannot meet the actual needs of the carbon market operation. «In the pilot carbon
market, Shanghai, Guangdong, Hubei and Fujian issued carbon emission trading
management measures in the form of government orders, which are local government
regulations, while Tianjin only has normative documents» [14. C. 1-8]. At present,
China’s supervision of the carbon market is mainly based on the «Interim Measures for
the Administration of Carbon Emissions Trading». Although this measure is conducive
to the improvement of the carbon market system to a certain extent, the measure has
the following problems in actual implementation:

1. Legal Lower rank.

2. Too much emphasis on the industry level and neglect of the enterprise level.

3. The punishment is too light.

4. The operability is not strong.

Third, existing regulatory policies lack necessary supporting mechanisms, which
has a greater impact on the operation of the carbon market. The supervision of carbon
emissions requires reliable carbon emissions data, so corresponding data detection and
reporting mechanisms are needed. «Accurate monitoring of greenhouse gas emissions
is a major technical challenge. For regulatory authorities, it is difficult to accurately
judge that the emission data reported by companies is «high quality and trustworthy»,
and there are also huge difficulties in counting the true emissions of various industries»
[15. C. 262-266]. Although the current regulatory regulations formulated by China
are generally relatively complete, they lack the necessary supporting mechanisms to
ensure the effectiveness of laws and regulations, which affects the functioning of the
carbon market.

4. Policy recommendations. The development history of China’s carbon market
and the evolution trend of regulatory regulations reflect China’s efforts to continu-
ously improve the regulatory system in the process of promoting the construction
of the carbon market. The carbon market is a complex stakeholder network in which
governments, businesses and individuals all play varying degrees of role. As an insti-
tutional arrangement for mutual coordination and joint action among stakeholders
such as the government and individuals, carbon market regulatory regulations are an
important guarantee for promoting the healthy development of the carbon market.
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Regarding the current issues in China’s carbon market regulatory policies, this article
puts forward the following suggestions.

1) Continuously update carbon market trading policies based on the transaction
scale and transaction types of China’s carbon market. At the same time, we can learn
from the advanced experiences of other countries to prevent carbon market risks.

2) Improve the carbon market supporting mechanisms, strengthen data qual-
ity supervision, and explore the establishment of effective compliance mechanisms.
Promote carbon emissions trading by clarifying the legal responsibilities of all parties
and strengthening law enforcement. At the same time, relevant laws and regulations
will be further improved and penalties for various violations will be strengthened. In
addition, the monitoring and verification mechanism of the carbon trading market
should be strengthened to further ensure the fairness and justice of China’s carbon
market.

3) In order to further strengthen the supervision of China’s carbon market, the
following aspects should be strengthened in the future: First, the relevant legal sys-
tem and supporting systems should be further improved. The second is to clarify the
qualification requirements, rights and obligations, and liability for breach of contract
of carbon emissions trading entities. The third is to refine the emission standards and
greenhouse gas emission reporting requirements for different types of enterprises.
The fourth is to strengthen the construction of carbon trading market monitoring and
verification mechanisms.

At the same time, in order to better promote the construction of the carbon mar-
ket, this article also puts forward the following two suggestions.

1) Enhance the motivation of all stakeholders to participate in the carbon market.
The government can attract companies to participate in the carbon market by reduc-
ing quota prices. Encourage and support financial institutions to support low-carbon
economic development by providing subsidies and other means. Encourage the public
and non-governmental organizations to actively participate in the carbon market.

2) Continue to strengthen international cooperation. Currently, countries
around the world are committed to establishing a unified carbon trading market. «A
harmonized carbon trading mechanism would allow countries to avoid double carbon
taxation and meet part of their emissions reduction targets through the purchase
of offset credits» [2. C. 470-495]. In the future, China should continue to strengthen
international cooperation and further improve the construction of relevant policy
systems in the unified national carbon emissions trading market. «It is expected
that China will accelerate the connection between the national carbon market and
the international carbon market, promote mutual recognition and interoperability
of technology, methods, standards, and data, increase the international influence of
the national carbon market, and actively respond to the EU carbon border adjustment
mechanism» [16. C. 16-27].

Since the start of pilot construction, the supervision of China’s carbon market
has generally shown a stable trend, and all aspects of work are being carried out in
an orderly manner. In the future, China’s carbon market regulatory system should
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continue to improve government-led regulatory policies while increasing incentives
for various stakeholders to participate in the carbon market. China should continue
to strengthen the construction of supporting mechanisms for the carbon market, con-
tinuously improve the carbon market regulatory system, and strengthen international
cooperation. This will further promote the development of China’s carbon market to a
higher level and deeper level.
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