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Design for East Asia Emission Trading Scheme (EA-ETS):
from European Union to Japan-China-South Korea Linking
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Abstract

Due to the globalization of emission trading market, and based on the efficiency principle of
emission reduction by reducing marginal cost, it is necessary to consider the establishment of
East Asia emission trading market among Japan, China, and South Korea. This paper aims to
design an emission trading scheme among Japan, China and South Korea. First, the world's
largest regional emissions trading scheme (EU-ETS) was reviewed with the case studies of
the EU-ETS and other countries linkage scheme. Later, trading market situation in Japan,
China, and South Korea were compared in a system perspective. Two scenarios of trading
market were analyzed among the three countries by referring to the experience of the EU-
ETS. In Scenario 1, following EU-ETS model, the new emissions trading scheme of EA-ETS
was designed as a cap and trade type, imposing an absolute goal and mandatory participation.
In Scenario 2, the scheme was designed by linking emission trading systems of the three
countries. Based on the discussion of the two scenarios, we concluded that the linking style
would be more suitable for East Asia situation. Furthermore, some important strategic
principles were summarized for designing the carbon emission trading scheme and a prospect

of the market among Japan, China and South Korea was also included in this article.

Keywords: Japan-China-South Korea, EA-ETS; emission trading scheme, EU-ETS, EA-LCC
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