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Analysis of Emissions Permits Markets with Bilateral Oligopoly Models
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An application of a bilateral oligopoly model to an emissions permits market
where every trader can exert market power indicates that market power and economic efficiency depend on
abatement costs and the initial allocation of permits. The theoretical feature of the bilateral oligopoly
model is consistent with the results of laboratory experiments that let subjects trade permits under
various scenarios on abatement costs and initial allocation of permits.
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