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Analysis of the Price Competitiveness Effect of Market-Based Carbon

Emissions Reduction Policies
YANG Changjiang ( Fudan University, 200433)
YAN Xiaoxuan ( Industrial Securities, 200135)
Summary: The impact of climate policy on the economy is comprehensive and profound, and its impact on

international competitiveness has always been the focus of relevant policies, but existing literature rarely touches

159



Finance & Trade Economics,Vol. 44, No. 10,2023

on the price competitiveness effect of carbon emissions reduction policies in a strict sense. This paper attempts,
for the first time in climate change research, an analysis of the actual effective exchange rate index that takes
into account global value chain factors. Based on the national all-industry carbon shadow prices calculated
within the same framework as marginal emissions reduction costs, and in response to the mechanism of repeated
cycles of carbon emissions reduction cost shocks in the input-output network, we used the product prices
calculated by the input-output price model as price indices, constructed an actual effective exchange rate
indicator that is consistent with prices and weights in the context of the global value chain, and analyzed the
impact of carbon emissions reduction policies on price competitiveness.

The research results are as follows. Firstly, at the 20% coverage level, carbon reduction policies led to a
0.61% increase in product prices in China in 2014, ranking ninth in the sample countries and less than most
countries. By decomposing price changes, we can see that global and national value chain factors play a crucial
role in the price impact of carbon reduction policies in various countries, with the national value chain having
the greatest impact on the price increase of Chinese products. Secondly, based on the quantity effect, it can be
inferred that due to the relatively small impact of carbon reduction policies on China’s prices, when bilateral
trade is affected by both import and export product prices, China’s exports have increased. Thirdly, based on
the analysis of global price competitiveness changes based on actual effective exchange rates, it can be
concluded that due to the lower impact of carbon reduction policies on product prices, the price competitiveness
of countries such as China, India, and Mexico has improved.

The paper offers the following suggestions. Firstly, the government should design sound carbon emissions
reduction policies based on national conditions, and coordinate the use of tools such as carbon taxes and carbon
trading to prevent carbon leakage and unilateral competitiveness decline caused by the inadequacy of a single
policy. Secondly, the impact of carbon emissions reduction policies on China’s price competitiveness is
controllable on the whole. China should actively promote the establishment of a sound and symmetrical carbon
emissions reduction policy globally, as well as a fair and effective carbon emissions responsibility distribution
system. Once again, in the context of highly interconnected input and output among global industries, China
can alleviate the impact of carbon reduction policies on product prices by importing low-carbon intermediate
goods, and on the other hand, actively reduce the carbon emissions density of the industry through green
technological progress, low-carbon energy substitution, and industrial upgrading and transformation.
Keywords: Carbon Emissions Reduction Policies, Real Effective Exchange Rate, Input-Output Price

Model, GVC
JEL: F14, F18
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