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Does Market Mechanism can Achieve “Double Dividend” ?

—A Natural Experiment Based on Emission Trading System

ZHANG Cai~yun
( Institute of Economics Chinese Academy of Social Sciences Beijing 100836 China)

Abstract: Based on the natural experiment of implementing emission trading system this paper uses the difference-in—
difference( DID) method to conduct empirical research on employment and pollutant emission data in order to
investigate the “double dividend ” hypothesis of market mechanism and analyze the prerequisites for realizing the
“double dividend”. Based on the data of 272 cities in China from 2002 to 2013 the empirical study shows that the
implementation of emission trading system has significantly improved the level of employment and achieved “blue
dividend”  but no evidence of “green dividend” has been found. In order to explore the underlying mechanism this

i

paper further takes the “Two Control Zones” policy and the “obligatory pollution” policy as the representative of the
total amount control policy to clarify the role of the total amount control policy in the “double dividend”. The results
show that if we implement the emission trading system only we won’ t get “double dividend” while “double dividend”

effect is significant in the samples of the implementation of the total amount control policy and emission trading system.

It can be seen that the total amount control policy is the precondition for emission trading system to obtain “double
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dividend”. This study has some academic inspiration for exploring the role of market mechanism in the process of
environmental governance and some practical enlightenment for giving full play to the role of government and market to
improve the efficiency of supplying public goods.

Key words: market mechanism; double dividend; emission trading; natural experiment
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