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Abstract

In 2021, China established the “3060 Carbon Neutrality” plan, aiming to reach the carbon peak by
2030 and achieve carbon neutrality by 2060. The governance of carbon emissions is essentially
the governance of the negative externalities generated by carbon emissions. Imposing carbon tax-
es and implementing emissions allowance trading are important means to address the issue of
carbon emissions governance, with their theoretical foundations being the Pigouvian tax and
Coase theorem, respectively. This paper is based on the theory of externalities and compares the
methods of carbon tax and carbon trading, discussing the practical development issues of China’s
carbon market since its establishment, and providing some recommendations.
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Figure 1. Marginal cost and marginal
social cost under negative externalities
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Figure 2. Pigouvian tax
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Figure 3. Trading volume of carbon emission quotas in the carbon market
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