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The Impact of Environmental Protection Tax on the Financial

Performance of China’s Heavily Polluting Enterprises

Li Qiping, Qin Botong

Abstract: Environmental protection tax is an important measure to promote the innovation and
development of enterprises at the micro level and the high-quality economic development at the
macro level. This paper uses the panel data of 224 heavily polluting listed companies from 2011 to
2018 as research samples, and applies the mediating effect model to examine the impact of
environmental protection tax on corporate financial performance and the mediating effect of green
innovation on the premise of the lag effect of environmental protection tax. It is found that
environmental protection tax promotes corporate financial performance by enhancing corporate
green innovation, and this relationship mainly exists in the sample of state-owned enterprises.
Further tests show that compared with the central and western regions, the environmental
protection tax in the eastern region plays a more significant role in promoting corporate financial
performance. In this regard, it is proposed to improve the environmental protection tax incentive
mechanism, adjust the environmental protection tax rate according to the differences of
enterprises, adjust the environmental protection tax policies in different regions in a timely
manner, and plan the environmental protection tax system as a whole.

Keywords: environmental protection tax; green innovation; financial performance; mediating effect
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