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Study on Supervision Mechanism in Emissions Trading System

JIN Shuai"?, SHENG Zhae-har’, DU Jiar guo"?
. ollege o. usimess mlnlslrallon, langsu niversit N enjlan N ma;
1. College of Busi Admini ion, Jiangsu University, Zhenjiang 212013, Chi

2. Computational Experiment Center for Social Science, Nanjing University, Nanjing 210093, China)

Abstract: Effective supervision is the fundamental premise of emissions trading programs to exert advanta
ges. In atwe stage dynamic game of regulator and polluting firms, the optimal supervision strategies to &
chieve a fixed aggregate emissions target costeffectively in emissions trading system is studied, including
supervision level, the aggregate supply of permits and penalty shape. Based on gaming analysis, a hetero-
geneous agent based experiment platform for regional emissions trading system is established using com puw
tational experiment. Then further analysis are done from perspectives of dynamic and bounded rational
The results show that, the optimal strategy to achieve target is to induce full compliance. T his is not sim-
ply setting severe punishment, but seeking tradeoff between level of supervision and penalty. Finally, in-
tegrating the permit price directly into the penalty shape allows the policy objective to be achieved more
costeffective.

Key words: emissions trading system; supervision mechanism; gaming analysis; computational exper+

ment.



