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On Sustainability of Energy-saving & Pollution-reduction and Development of CDM
Zhang Xiaodi & Luo Kun

Abstract: China is undergoing enormous environmental costs and distortion in comparative advantage with

the expansion of energy-intensive and pollution-intensive industries. Although it helps generate incentives

to save energy and reduce pollution, CDM alone cannot enable these industries to improve relevant capabil-

ities, We find that these industries should participate in a new CDM associated with specialized innovation

and application of cleaner technology, in which relevant parts will have symbiotic benefits and implement

multiple incentive compatibility. Via this mechanism, they will be able to sustainably save energy and re-

duce pollution,

Key words: environmental costs, energy-saving & pollution-reduction, CDM, incentive compatibility,

symbiotic benefits
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