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4 
POTENTIAL OBSTACLES TO A ‘DIRECT AND FULL’ 

EU-CHINA LINKAGE: LAW & ECONOMICS 
CONSIDERATIONS

Building upon the theoretical background (Chapter 2) and legal restraints for 
linking ETSs (Chapter 3), this chapter first introduces the analytical framework that 
will be applied in the dissertation (Chapter 4.1). Crucial issues that may seriously 
impede a ‘direct and full’ EU-China linkage will be further identified from a 
Comparative Law & Economics perspective in Chapter 4.2 and 4.3. Those potential 
linking barriers will be examined in more detail in the remainder of the dissertation, 
respectfully on differences in the ETS designs (Part II) and carbon regulatory features 
(Part III).

4.1 Analytical framework of the dissertation
To address the research question, a Comparative Law & Economics analytical 

framework is applied in this dissertation to examine the legal ETS framework and 
further identify obstacles to an EU-China linkage (see Figure 4-1).
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Figure 4-1 Analytical framework

Source: Author’s own elaboration.

First, a Functional Comparative Law Approach is applied to address sub-question 
1 regarding the existing differences between the linked ETSs and sub-question 2 that 
concerns the specific criteria adopted to identify the ‘linking obstacles’. As indicated 
above in Chapter 1, environmental effectiveness and efficiency are identified as two 
key functionalities (objectives) of the ETS. They will be further employed (as criteria) 
to better understand what ETS elements are essential to the key functionalities of 
the ETSs and thus what difference between the linked ETSs must be harmonized. 
If an ETS difference jeopardizes the key functionalities in the combined systems, it 
poses obstacles to linking. In addition, various legal, political and economic contexts 
in which ETSs operate can be referred to so as to inform the analysis.

Moreover, applying a Law & Economics Approach, this dissertation examines 
the ‘incentive structures’ set by the carbon regulatory framework. This will be done 
in relation to the previously identified differences between the ETSs, in order to 
assess its environmental effectiveness and efficiency implications (of linking). Such 
an analysis will serve to address sub-question 2 & 3 concerning how the ETSs 
differences will impede linking and to what extent they can be harmonized to 
facilitate a future linkage.

To safeguard the environmental effectiveness and efficiency of an ETS, a 
legal limit (i.e. a cap) could be set on the quantity of GHG emissions that can be 
emitted within the system over a certain period of time (e.g. compliance/trading 
period).231 As indicted in Figure 4-1, by imposing such a binding limit, a cap creates 
an allowance scarcity and a market price to incentivize efficient abatement. Further, 

231  See Zeng et al., 2016b.
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before covered entities or investors form investment strategy, they have to predict 
future allowances scarcity and thus potential price changes so as to incorporate those 
into their investment decision-making.232 Hence, predictability and credibility of the 
price signal remain crucial to create abatement incentives for covered entities, thus 
safeguarding environmental effectiveness and efficiency of the system.233

In the context of linking, different systems may adopt different policy choices 
with regard to the ETS designing and carbon regulatory features. Some differences are 
generally beneficial.234 For instance, linking ETSs with different compliance periods 
may create demands for allowances at different periods of time and increase the 
liquidity of the carbon market.235 Some differences are comparably easy to overcome 
and thus are unlikely to pose barriers to bilateral linking.236 Prominent examples 
include, inter alia, different rules of coverage, registries, new entrants and closures.

However, certain ETS differences, if negatively impacting the scarcity or 
significantly compromising the price predictability and credibility, will undermine 
environmental effectiveness and efficiency of the linked ETSs and thus impede 
linking. This is mainly because, with such differences across the linked systems, 
covered entities are not able to form effective and efficient abatement strategy. Those 
differences in both ETS designs and carbon regulatory features will be identified, 
respectively in Chapter 4.2 and 4.3, as key barriers to a ‘direct and full linkage’ (i.e. 
without linking restrictions).

4.2 ETS designs as obstacles to linking?
Applying the afore-mentioned analytical framework, this section examines the 

differences in the ETS designs between the China ETS and EU ETS. In particular, 
to assess whether such ETS differences will impede linking, the abatement incentive 
structures of covered entities will be examined to analyze environmental effectiveness 
and efficiency implications of linking. It bears mentioning that, until more details 
on the China ETS are officially determined or communicated, this dissertation 

232  See Weishaar, 2014a; Zeng et al., 2016b.
233  See Weishaar, 2014b, p. 132; Zeng et al., 2016b.
234  See Sterk et al., 2006.
235  See Jotzo and Betz, 2009, p. 409.
236  See Haites, 2003; Tuerk et al., 2009, pp. 346-347.
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discusses the ETS design features that are currently indicated in the ETS regulatory 
framework and not expected to change over a short period of time.

4.2.1 Differences in cap setting
Different cap designs between systems may directly affect the scarcity and the 

carbon price, thus posing a potential risk to linking. Table 3-2 shows that one of the 
most crucial distinctions in cap setting is that the EU ETS relies upon an absolute 
cap, while the Chinese national ETS applies an ‘intensity-based cap’ during the early 
stage.

Although intensity targets do not impose a fixed limit on overall emissions, 
it is possible to link trading schemes with absolute targets to those with intensity 
targets.237 In the presence of economic certainty, an ‘absolute cap’ and intensity 
target have identical properties in terms of creating scarcity238 and no significant 
linking implications will result. However, in the presence of economic uncertainty, 
an intensity target may jeopardize environmental effectiveness and efficiency in 
the linked systems, thus constituting a serious challenge to linking. On the one 
hand, since the scarcity of allowances is jointly created by intensity target and GDP, 
intensity targets can neither generate scarcity nor ‘fixed abatement’ that leads to 
a certain environmental outcome.239 On the other hand, ex-post adjustment that 
follows the intensity targets may jeopardize the predictability and credibility of the 
price signal. Accordingly, covered entities cannot predict price changes or preempt 
their investment risks. This will add to overall compliance costs and lead to efficiency 
losses.240

In this regard, environmental effectiveness and efficiency implications of China’s 
‘intensity-based cap’ may impede a potential EU-China linkage. Moreover, as 
mentioned above, the EU is currently legally inhibited to link to other systems that 
are not based on absolute caps.241 The available linking literature, as noted above, 
focuses on mapping barriers in general and has yet to focus on EU and China, let 
alone the intricacies of cap setting. In this case, Chapter 5 seeks to fill this gap by 

237  See Fischer, 2003; Ellis and Tirpak, 2006.
238  See Ellerman et al, 2003; Sue Wing et al, 2006; Zeng et al., 2016b.
239  See Benwell, p. 555.
240  See Weishaar, 2014a; Zeng et al., 2016b.
241  See article 25 of Directive 2003/87/EC; see also the ‘conditions on linking’ in Chapter 3.3.3.
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examining whether and how different cap designs (e.g. absolute/intensity target setting) 
may impede a potential EU-China linkage. In particular, Chapter 5 concentrates on 
static and dynamic efficiency and environmental effectiveness implications of such 
differences. From the analysis of the cap, Chapter 5 derives policy implications for a 
hypothetical linking between the EU and China.

4.2.2 Double counting in China: intersection of coverage, 
allocation and MRV rules

Different coverage, allocation and MRV rules may give rise to environmental 
effectiveness and efficiency concerns. First, variations in coverage will lead to different 
degrees of market liquidity, different operating costs of the ETS and different cost 
burdens placed on the covered operators. This will affect the competitive position 
of the companies and also make future price movements of emission allowances 
difficult to predict,242 thus leading to efficiency losses. Similarly, different allocation 
mechanisms under different circumstances can also give rise to different allocative 
and environmental outcomes,243 thus giving rise to efficiency and environmental 
effectiveness concerns when two ETSs are to be linked.

Further, MRV provisions are crucial for initiating and implementing a credible 
ETS. First, when an ETS is initiated, information on aggregate emissions is provided 
by applying MRV rules, which lays a crucial basis for the setting of abatement target. 
In this regard, stringent MRV rules are prerequisite to ensuring the accuracy of data 
for system designing, the stringency of target and thus environmental effectiveness. 
Further, robust MRV provisions are the key to determining whether each trading unit 
corresponds to one tonne of emissions, which adds to the environmental integrity 
of the system and price credibility. Slightly different MRV rules between the linked 
systems do not necessarily pose significant difficulties to linking, especially when the 
systems are transparent per se and sufficiently robust to uphold market’s confidence 
in the integrity of the system.244

Altogether, variations in coverage, allocation and MRV rules can lead to different 
emissions identified, different allowances allocated and thus more or less stringent 

242  See Weishaar, 2014a.
243  See Weishaar, 2007.
244  See Blyth and Bosi, 2004; Bazelmans, 2008, p. 315; Sterk & Schüle, 2009, p. 419; Tuerk et al., 

2009, p. 346; Mehling et al. 2011; Rutherford 2014, p. 286.
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obligations for comparable and similar emitters245. Accordingly, if similar entities 
across the linked systems are not treated equally across the linked ETSs as a result 
of different coverage/allocation/MRV practices, emissions trading may not be able 
to deliver cost-effective abatement. This will jeopardize environmental effectiveness 
and also leads to efficiency losses.246

Yet, due to a high degree of uncertainty over the coverage and allocation rules 
in the China ETS at this stage as well as a myriad of complexly technical details 
of MRV rules, it is beyond the scope of the PhD dissertation to map out all the 
differences in those aspects between China and the EU for all industries and types 
of installations. For instance, details on the allocation rules of the national ETS in 
China have yet to be fully determined or officially disclosed, and the coverage is also 
expected to expand during the early stages, e.g., with lower ‘entry threshold’ to be 
implemented later on that will cover more (sub-)sectors and entities (see Table 3-2).

Instead, this dissertation examines one of the most striking distinctions in the 
coverage, allocation and MRV rules between both systems – ‘double counting of 
electricity emissions’ within the China ETS. The very few available papers that 
discussed double counting have generally expressed concerns towards it.247 This 
is explained as follows. Take for instance the cement industry. As pointed out in 
Chapter 3.2, during cement production, ‘electricity emissions’ – emissions released 
from the generation of the electricity used to power the cement-grinding mill – are 
counted in China as part of ‘cement production emissions’.248 Therefore, cement 
manufacturers under the China ETS shall surrender allowances to cover ‘electricity 
emissions’249 associated with the electricity they consumed. Similarly, electricity 

245  Different MRV rules vary by identifying different ‘emissions scope’ (e.g. what emission activities 
will be identified, which emission equipment or energy will be counted) or employing different 
methodologies (e.g. different measure-based approaches or calculation-based approaches). 
Therefore, it is very likely that different MRV rules can lead to different emissions calculated and 
thus lead to more or less stringent obligations for emitting entities.

246  See Weishaar, 2014a.
247  See, e.g., Sorrell, 2003a, pp. 692-696; Ellis & Tirpak, 2006, p. 22; Jakob-Gallmann, 2011, p. 286; 

Schneider et al., 2015. For a summarization of the literature on this matter, see Chapter 6.4.
248  See p. 75, Annex II, European Commission, 2007; China Cement Manufacturing MRV 

Guideline, in NDRC, 2013-2015.
249  ‘Electricity emissions’ generally refer to the GHG emissions released during the generation, 

transmission and distribution of electricity. Emissions from the transmission and distribution 
–accounted for a rather small percentage of electricity emissions – are not discussed in this 
dissertation for convenience purposes.
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emissions are also covered at other ETS-covered entities in China that consume 
electricity.

Consequently, both the electricity generators and consumers that are covered 
by the China ETS must surrender emission allowances for the same electricity 
that is being produced and consumed.250 This is referred to as ‘double counting of 
electricity emissions’ (hereafter ‘double counting’) in this dissertation. Accordingly, 
as will be explained in Chapter 6, both electricity generators and consumers in the 
China ETS will be granted allowances for free during the early stage, on the basis 
of the measurement of both direct and indirect electricity emissions.251 By contrast, 
in the EU ETS, ‘electricity emissions’ are only covered and measured at the side of 
electricity generators where emissions are directly produced.252 Altogether, double 
counting in China remains to be one prominent distinction between the China ETS 
and EU ETS that pertains to the coverage, allocation and MRV rules. As analyzed 
above, different coverage, allocation and MRV rules between the linked systems may 
lead to environmental and efficiency concerns.253 In this regard, ‘double counting’ 
of electricity emissions may potentially cause similar concerns in its own system and 
further in the linked ETSs.

Also, as mentioned above, the electricity sector has so far been the largest source 
of CO2 emissions in the Chinese national ETS254 and the power sector is currently the 
only sector covered in the initial year of the China ETS (2017-2018).255 As a result, 
electricity regulation will be critical in determining whether or not the GHG targets 
can be met.256 Despite the attention China’s electricity regulation and ETSs have 
received thus far,257 very few studies discuss in detail the electricity regulation (e.g. 

250  See NDRC, 2013-2015; Art. 47 in NDRC, 2014a.
251  See, e.g., the defining of benchmarks on this matter, when allowances are allocated to electricity 

generators using benchmarking (or using historical allocation method in case of Combined Heat-
and-Power generation).

   See ibid; NDRC, 2016c; NDRC, 2017.
252  See p. 75, Annex II, European Commission, 2007.
253  See Tuerk et al., 2009; Weishaar, 2014a.
254  State Grid Energy Research Institute and Yingda Media Investment Group, 2014.
255  See NDRC, 2017. Power sector herein comprises the generation, heat-power cogeneration and 

grid operators. In addition to the power sector, seven other sectors (see Table 4-1) will be covered 
gradually later on at early stages.

256  See Lindner et al., 2013.
257  See, e.g., Pang and Duan, 2016; Zeng et al., 2016b; Wang and Zhang, 2017.
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inter-regional electricity trade) in the national ETS.258 Moreover, if the EU-China 
ETS linkage is to happen, environmental effectiveness and efficiency implications 
of China’s electricity regulation will be critical to the linked systems and thus merit 
further attention.

Therefore, double counting of electricity emissions in the Chinese power sector 
– along with the current ‘electricity regulation’ in the China ETS – will be examined 
in Chapter 6 of this dissertation. In particular, Chapter 6 will examine whether 
China’s electricity regulation and the ‘double counting’ will cause ‘electricity carbon 
leakage’ in its own system (the China ETS) and further in its linked partner’s system 
(the EU ETS).

4.2.3 Cost-management measures
Cost-management measures may be implemented within the ETS to avoid 

strong price increases or decreases that may jeopardize efficient abatement incentives. 
Building upon the currently disclosed information, the cost-management measures 
analyzed below include the offset, banking/borrowing and price cap/floor.

Different quantitative/qualitative offsetting restrictions
Different rules on the quantity and/or quality restrictions of offsets may give 

rise to environmental effectiveness and efficiency concerns after linking. On the one 
hand, if the importation limits of offsets into an ETS vary significantly, linking could 
lead to a so-called ‘back door problem’ whereby a tighter utilization limit of one 
scheme will be compromised by the less stringent rules of the other system.259 On the 
other hand, if some types of offset credits are considered as eligible in one ETS but 
not in the linked partner’s system, environmental effectiveness and efficiency in the 
linked partner’s ETS may be undermined in direct or indirect way. The offsets may 
directly affect the scarcity of allowances and thus the carbon price in the combined 
schemes.260 Also, those offsets in question can indirectly ‘leak’ into the other system 
even with gateways set for such kind.261 This is because operators in the scheme 

258  See Li, 2012; Grubb et al., 2015; Wang et al., 2015; Zhang, 2015; Lin et al., 2016.
259  See Weishaar, 2014a, pp. 203-204.
260  See Tuerk, 2009; Tuerk et al. 2009, p. 348.
261  See Tuerk et al. 2009, p. 348; Zetterberg, 2012, p. 7.
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where the credits are eligible can use the offsets for their domestic compliance and 
sell their domestic allowances to the scheme where the offsets are not allowed.262

Based on the currently disclosed information, this dissertation compares 
the quantitative and qualitative restrictions of offsetting rules in Chapter 3.2 on 
a preliminary basis. For instance, offset credits from afforestation/reforestation 
carbon sequestration projects are issued by China and are likely to be accepted 
for compliance under the China ETS. Since the credits from similar projects (e.g. 
post-2012 CDM projects from non-LDCs) are currently barred in the EU ETS,263 
considerable concerns may be raised. First, when the EU becomes a net buyer of 
allowances, environmental effectiveness in the linked ETSs will be undermined 
when ETS-covered entities in China use for compliance the ‘not proper offsets’, e.g. 
the aforementioned offsets barred in the EU or those whose additionality remains 
questionable.264 Further, competitive distortions and efficiency losses will arise when 
Chinese firms are able to use ‘cheaper offsets’ (i.e. restricted offsets in the EU) for 
compliance.

Yet, offsetting will not be discussed in this dissertation because neither quality 
nor quantity limits on offsetting credits (for compliance) are officially determined in 
China. Without further details on the overall offsets, effects of such differences cannot 
be examined in full manner. Still, it bears mentioning that the development process 
of CCER projects largely follows the framework and concept of the CDM.265 In this 
regard, previous CDM projects fraud in China266 may generate a certain degree of 
skepticism over similar CCER projects and thus the environmental integrity under 
China’s ETS.267 But the following reasons may ease such concerns. First, certain 
type of credits in question (i.e. credits from the afforestation/reforestation projects) 
has so far accounted for and is likely to remain a rather limited portion in China’s 

262  See Mehling et al. 2011, p. 15.
263  See Arts. 1-2, European Commission, 2013.
264  Specifically, de-facto effects of such bar can be undermined after linking in direct and indirect 

manners, which is explained below in Chapter 4.3.
265  See Environomist, 2016, p. 36; see also NDRC, 2013-2016.
266  See, e.g., the widely discredited HFC-23 offsets generated from CDM projects in China. See. 

E.g., Booker, 2010; Environmental Investigation Agency, 2011.
267  See Lo, 2016;
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CCER pool.268 Moreover, stricter requirements such as time limits and subsequent 
monitoring for CCER projects will be imposed later on so as to ensure a more 
robust process of CCER issuance.269

Banking/borrowing and price cap/floor
Different banking/borrowing and price cap/floor provisions may impede the 

linkage.270 First, the literature shows that linking will effectively ‘extend’ the most 
generous banking/borrowing rules to the other linked system, thus invalidating the 
non-banking/-borrowing provisions and compromising environmental effectiveness 
in its linked scheme.271 For instance, borrowing gives flexibility by allowing firms 
to delay investments, but it may also lead to delays in GHG abatement and open a 
door for governments to relax emission caps, thereby reducing the environmental 
effectiveness of the joint schemes.272

Morover, if a system without a price cap/floor is linked to a scheme with a 
price cap/floor, this may effectively introduce the price cap/floor in the entire linked 
market273 when the price-cap/-floor system is sufficiently large.274 Alternatively, the 
price cap/floor in one system can be nullified when its linked partner (the system 
without price cap/floor) has a dominant market share. For instance, ETS-covered 
entities or investors in the price-cap system will be incentivized to sell allowances to 
companies in the linked system without price cap,275 thus invalidating the price-cap 
provisions.

In the eventuality of EU-China linkage, banking/borrowing provisions might 
not pose a problem since both ETSs allow banking and forbid borrowing. Also, 
price-floor/-cap will not be discussed since, on the one hand, they remain officially 

268  By the end of 2015, the main four CCER projects are wind power (31%), hydroelectric power 
(28%), biomass utilization (10%) and methane/biogas utilization (8%). See 21st Century 
Business Herald, 2016a.

269  See Crystal Carbon, 2014; 21st Century Business Herald, 2016b; ICIS, 2017.
270  See Ellis & Tirpak, 2006; Tuerk, 2009; Tuerk et al. 2009, pp. 346-349.
271  See, e.g., Boemare and Quirion, 2002; Ellis & Tirpak, 2006; Jaffe et al. 2009; Tuerk, 2009; Tuerk 

at al. 2009; Jakob-Gallmann, J., 2011; Mehling et al., 2011; Zetterberg, 2012.
272  See Boemare and Quirion, 2002, p 17; Tuerk at al. 2009, p. 347.
273  See Stavins, 2007; Mehling et al. 2011, p. 16.
274  See Jacoby and Ellerman, 2004, p. 487; Bazelmans, 2008, p. 314; Tuerk at al. 2009 p. 349.
275  See Blyth and Bosi, 2004; Sterk et al., 2006.
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undetermined for the Chinese national ETS.276 On the other hand, they are not 
present in the EU ETS legislation and most likely remain so, especially given the 
concerns that price-floor/-cap may negate the credibility of the EU ETS as a market 
approach. Some scholars further expressed concerns that a price floor may become a 
de facto tax,277 though the ECJ has de jure distinguished the EU ETS from a ‘charge’ 
(or tax).278

4.3 Carbon regulatory features as linking barriers?
If the ETSs linkage is to happen, not only the above-mentioned differences in 

the ‘ETS designs’ but other carbon regulatory features may also significantly affect 
the abatement incentives structures of ETS entities in the joint ETSs. In this regard, 
this subsection discusses both the ETS enforcement (subsection 4.3.1) and non-
ETS carbon regulatory features (subsection 4.3.2).

4.3.1 Stringency of ETS enforcement
Comparable stringency of enforcement is essential to a link.279 ‘Stringent 

enforcement’ in the context of the ETS is concerned whether government has the 
will and administrative capability to create and implement an effective ETS. First, it 
ensures the accuracy of data for the system designing, e.g., to set effective emissions 
limits, allocation rules or penalties. Further, it is prerequisite for the functioning 
of the ETS by safeguarding the environmental integrity (with, e.g., robust MRV 
rules) and adequate market performance (e.g. effective fraud prevention) to uphold 
market confidence.280 In particular, Chapter 7 of this dissertation will examine major 
concerns over the ETS enforcement in China such as the current ‘incomplete carbon 
regulatory infrastructure’ and excessive ad-hoc government interventions.

276  Price-floor/-cap are currently applied in some of the Chinese pilots, e.g. the ‘government 
commitments to buy back allowances’ in Beijing. See Arts. 20-21, Beijing Development and 
Reform Commission, 2014.

277  See Marcu et al., 2016, p. 10.
278  Unlike an ‘environmental protection tax paid fully to the State’, the Court argues that the ETS is 

not an ‘obligatory levy in favour of the public authorities’. See, e.g., paras. 142, 144, 145 of court’s 
judgment, Case C-366/10, Air Transport Association of America and Others v. Secretary of State 
for Energy and Climate Change.

279  See Victor, 2007.
280  See Tuerk et al. p. 348
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4.3.2 Non-ETS carbon regulatory feature: double carbon 
regulation

‘Double regulation’ is a key policy concern in the context of climate change 
mitigation and generally refers to ‘significant impacts of policy interactions’ when 
the affected groups pay twice for the same unit of emissions. Further, ‘double carbon 
regulation’ remains a concern that has not yet arisen from the current linking-
literature or ETSs-linking practices (e.g. California-Quebec-Ontario or EU-Swiss 
linkage).281 But if the linkage is to happen, not only ‘ETS regulation’282 but other 
carbon regulation may also influence the abatement incentive structures of ETS 
entities, thus affecting the environmental effectiveness and efficiency implications of 
linking. This is explained as follows.

Within the context of an ETS, different double regulation issues may bring 
varied effects since different co-existing policies give rise to similar, complementary 
or in some cases opposite incentive structures in terms of carbon abatement. Some 
co-existing instruments may incentivize ‘long-term investment in low-carbon 
technology’283 and thus improve dynamic efficiency of an ETS;284 others may raise 
aggregate compliance costs while contributing nothing further to abatement.

The existing literature on double regulation in an ETS context has largely 
focused on the direct type (when, e.g., an entity falls under both an ETS and a 
carbon tax)285 and has not yet discussed the indirect type (when, e.g., the ETS and 
carbon tax cover two related entities in the same production-consumption chain). 
Chapter 8 of this dissertation seeks to contribute to the literature by identifying and 
examining ‘indirect double regulation’ (the ETS and ‘carbon tax’) on the coal-fired 

281  See, e.g., California-Quebec or EU-Swiss linkage in Purdon, et al., 2014; Rutherford, 2014; 
Görlach et al., 2015; Ranson and Stavins, 2016.

282  It has to be noted that the ‘ETS regulation’ here does not refer to the ‘legal ETS rules’ (e.g. ‘ETS 
regulatory framework’), but denotes the action or process of regulating an ETS including both 
the initiation and management of a system. The same applies to the following term ‘carbon 
regulation’, which refers to the process of regulating the carbon emissions (not the legal rules).

283  See Braun et al., 2010; Lanzi and Sue Wing, 2011; Rey et al., 2014.
284  Dynamic efficiency involves minimizing total costs of achieving climate targets over a long period.
285  Another example of direct double regulation is the ‘double rewarding’ between the ETS and energy 

conservation policies in China (see footnote 189, Chapter 3.1.2). Such energy conservation 
policies may undoubtedly affect ETS entities’ carbon abatement incentive structures. But this will 
not be examined in further detail in the dissertation since, as noted in Chapter 8, direct double 
regulation of such kind has been extensively discussed by the current literature.
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generation in the EU and China. Since coal plays a major role for power generation 
in both the EU and China,286 the question whether the current carbon regulatory 
framework could incentivize efficient abatement of coal-fired power sector remains 
critical and thus merits further attention.

Further, in the context of linking, whether and how the ‘indirect double carbon 
regulation’ in terms of coal-fired power will affect its linked partner remains a 
concern, and this has not yet arisen from the current linking-literature or ETSs-
linking practices (see Chapter 2.2). In particular, Chapter 8 will examine its 
potentially asymmetric effects on the competitiveness of both systems and further 
analyze if it remains necessary to include ‘indirect double carbon regulation’ into 
future EU-China linking negotiations. Altogether, from a Law & Economics 
analysis of ‘indirect double regulation’, we derive policy implications of ‘indirect 
double regulation’ for its own jurisdiction and for its linked partner.

4.4 Conclusion
Applying a Comparative Law & Economic Approach, main concerns for an 

EU-China linkage to be examined below in this dissertation can be grouped into 
two main types. One is concerned with the differences in ETS designs such as 
abatement targets (Chapter 5) and double counting within the China ETS (Chapter 
6). The other type regards the differences in carbon regulatory features including the 
stringency of ETS enforcement (Chapter 7) as well as the double carbon regulation 
(Chapter 8).

286  See China electricity council, 2017; Sandbag, 2017.
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