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Carbon Emissions Trading Scheme, Administrative Intervention and

Carbon Reduction Financing Gains for Carbon-Intensive Firms
WEI Xiaonan [ China University of Geosciences (Beijing), 100083 ]
SUN Chuanwang ( Xiamen University, 361005)

Summary: Achieving China’s “dual-carbon” goals - carbon peaking and carbon neutrality - requires a low-
carbon transformation of the economy and society, driven by continuous green technology innovation and
sustained large-scale investment in low-carbon capital. However, under the administrative intervention-
oriented model, green finance mainly curbs emissions by restricting financing for carbon-intensive
enterprises. These enterprises face challenges including financing difficulties, high financing costs,
greenwashing, and financing discrimination during their transition to low-carbon operations. Market-based
emissions reduction mechanisms, though, have altered the criteria for green finance, offering carbon-
intensive enterprises a chance to secure carbon-reduction financing.

This study, using the National Tax Survey Database and the list of priority carbon emitting enterprises,
examines the impact of China’s carbon trading pilot policy in cutting debt financing costs for carbon-
intensive enterprises, and finds that carbon-reduction financing mainly benefits large, long-established
firms. Mechanism analysis further demonstrates the following: (1) the decline in carbon intensity enhances
the financing relief role of market mechanisms, and the reduction in debt financing costs originates from
carbon emissions reduction gains rather than the penalty effect; (2) the carbon trading scheme specifically
reduces debt financing costs of enterprises with high green-technology innovation capabilities and
effectively restrains greenwashing behaviors; (3) the market-based emissions reduction trading method
mitigates the negative impacts of the government’s administrative intervention.

This paper makes three key contributions to the literature. First, different from existing research, it
innovatively examines the impact of the transformation of environmental regulation methods on enterprise debt
financing costs and structures. Second, it focuses onthe overlooked issue of financing difficulties faced by carbon-
intensive enterprises in their low-carbon transition, and offers solutions to link carbon emissions reduction with
financing benefits, stimulate green-tech-driven financing, and curb greenwashing. Third, againstthe background
of the coexistence of one-size-fits-all and market-based carbon reduction measures, it analyzes the economic
effectsofthe pilotpolicyinalleviatingthenegative impactofgovernmentadministrative intervention.

This study offers several policy insights. First, the government should improve the financial attributes
of carbon assets at the institutional level to provide long-term financing incentives for achieving the “dual-
carbon” goals. Second, when promoting the national carbon market, the government and financial
institutions should guide small and medium-sized carbon-intensive enterprises in their low-carbon
transformation. Third, the government should promptly shift away from relying on policies and political ties
to drive enterprises’ low-carbon transformation, reduce implicit guarantees that interfere with green asset
pricing and spur low-leverage and non-state-owned firms to cut emissions.

Keywords: Carbon Emissions Trading Scheme, Carbon Reduction Financing Gains, Administrative
Intervention, Green Finance
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