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Does Emissions Trading System Cause Environmental
Inequality in China
— An Analysis Based on PSM-DID Method

ZHANG Yali, XIANG Ben-wu

Abstract: As a market-based environmental regulation, emissions trading scheme is widely adopted in
controlling environment pollution. Trading emission permits in the market will have pollution distributed
in space, thus causing environment inequality. However, its pollution distributional effects have been
ignored. Taking the SO, emissions trading policy implented from 2007 to 2012 as a semi-natural experi-
ment, taking the period in which provinces are exposed to treatment as treated time, using PSM-DID
method, this paper examines the environmental inequality effects of the SO, emissions trading scheme
based on panel data of 24 provincial regions from 2003 to 2016. The result finds that SO, emissions
trading scheme significantly increases the environmental inequality in the pilot areas, and the degree of
marketization and the environmental regulation intensity have heterogeneous impact on the environment
equality effect of the emissions trading scheme. Based on the research conclusion, the paper suggests that
the environmental inequaltity effect of emissions trading should be seriously considered and the emissions
trading scheme is supposed to be improved from the perspective of environment equality promotion.

Key words: SO, emissions trading; environmental ineqality; propensity score matching; time-varying

difference in difference



