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Abstract

Abstract

Global warming is escalating, putting climate issues in the spotlight. The carbon
emission trading system, established as an environmental regulatory tool on market
principles, primarily addresses the negative externalities of carbon dioxide emissions
by defining property rights and leveraging market forces. China started relatively late
in this regard. In 2011, the National Development and Reform Commission approved
carbon trading pilot projects in seven regions, including Beijing, Tianjin, Shanghai,
Chongqing, Hubei, Guangdong, and Shenzhen. These pilot regions established their
own carbon emission trading markets in 2013. In 2021, the national carbon emission
trading market officially launched, signifying a new phase where China's carbon
trading market operates concurrently at both local and national levels. This paper
reviews domestic and international literature, revealing that scholars have studied the
ecological and economic benefits of carbon emission trading policies. However, there
is limited research on the micro-enterprise level impacts of this policy, with diverse
perspectives on the mechanisms influencing enterprise value. This paper aims to
address this gap through its research.

This study is grounded in Coase's theory of property, Porter Hypothesis, and
New Economic Growth Theory, and preliminarily suggests that carbon emissions
trading policies can create an innovation compensation effect, offsetting compliance
costs for businesses, and allowing them to sell carbon quotas to increase profits. This
leads to two core hypotheses: H1: The implementation of carbon emissions trading
policies significantly enhances corporate value. H2: Green innovation strongly
mediates the relationship between carbon trading and corporate value.

Using China's carbon trading pilots as a quasi-natural experiment, this study
selects listed companies in the seven pilot provinces and cities from 2012 to 2021 as
the initial research sample. It employs a multi-period DID model and uses STATA17
for empirical research, passing tests for parallel trends and placebo effects to mitigate

endogeneity. The findings reveal: (1) Carbon trading boosts corporate value. (2)



Abstract

Green innovation mediates carbon trading's impact on corporate value. (3) Further
heterogeneity analysis shows the positive impact of carbon emissions trading policies
on corporate value is more pronounced in heavy-polluting firms than in non-heavy-
polluting firms, and significantly enhances the value of non-state-owned enterprises
compared to state-owned ones. The empirical results support the proposed hypotheses.

Based on the research findings, the following recommendations are suggested in
this paper: (1) China should comprehensively implement the carbon trading system
and swiftly establish a nationwide market through legislation, expanding industry and
regional coverage, and enhancing market supervision; (2) The government can
promote the development of low-carbon technologies through policy and market
mechanisms, tailoring differentiated policies based on provincial characteristics, and
providing financial subsidies, technical support, and tax incentives for actively
innovative enterprises and organizations; (3) Encourage companies to participate in
carbon emission trading, fulfill social responsibilities to enhance corporate value and
cultivate a positive social image; (4) Encourage companies to innovate in low-carbon
technologies, reducing emissions, saving costs, and sending positive signals to

investors, contributing to the enhancement of corporate value.

Key Words: Carbon Emission Trading Policy; Corporate Value; Green

Technological Innovation; Porter Hypothesis; Difference-in-Differences Mode
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