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The Coverage and Sector Selection of China’ s Carbon Trading
Market: Based on Multi-Objective Optimization Approach
ZHANG Ji-hong, ZHI Ruo-ping, QI Shao-zhou

Abstract: How to determine the coverage and industry selection is a key issue in building a carbon
trading market. The coverage and industry selection will affect the activity of the trading on the cost of e~
mission reduction and the effect of emission reduction In this paper, the nonparametric directional dis-
tance function is used to calculate the CO, reduction cost of 40 industrial sectors in China. Then we used
a multi-objective optimization method to estimate the coverage and sector selection of China’ s carbon
market. When the coverage accounts for 45% ~50%of China’ s total CO, emissions, or about 5 billion
tons, the result is the best. The sectors selected include electricity, heat production and supply, oil pro-
cessing, coking and nuclear fuel processing, ferrous metal smelting and rolling processing, non-metal-
lic mineral products, chemical raw materials and chemical manufacturing industry, non-ferrous metal
smelting and rolling processing, paper and paper products, agro-food processing and food manufactur-
ing. At the same time, the method could be used as a reference for the national or local governments to
optimize the carbon trading market

Key words: carbon trading market; reduction cost; coverage; sector selection; multi-objective optimi-

zation



