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Can Tax Incentives Empower Corporate Green Governance?
CHE Dexin, XIANG Hailing, WU Fei

( Guangdong University of Finance, Guangzhou 510521)

Abstract: With the gradual increase in economic growth, the problems of high pollution and high energy
consumption caused by the traditional extensive mode are becoming increasingly severe. Given the current emphasis
on promoting green, low-carbon, and circular economic development, exploring whether tax incentives can
effectively empower corporate green governance and achieve quality and efficiency improvement will enable the
government’ s tax tools to serve the high-quality development of the real economy. It can also provide experience
and support for building an environmental governance system with the government taking the lead and the business
sector assuming the main responsibility and accelerating the construction of a green development mechanism.

Based on the significant reality and policy needs of China’ s green and low-carbon economic transformation ,
this paper empirically examines the impact and mechanisms of tax incentives on corporate green governance from the
perspective of the government’ s visible hand, using the data of A-share listed companies in China from 2007 to
2020. The findings show that tax incentives can effectively enhance corporate green governance. Heterogeneity tests
reveal that tax incentives drive the green governance of non-state-owned and high-tech enterprises. Mechanism tests
indicate that tax cuts can effectively smooth risks, strengthen responsibilities, and stimulate green innovation and
transformation vitality, thereby enhancing corporate green governance. Especially in the context of increasing
attention to the ecological environment by local governments, tax incentives can considerably contribute to
promoting green governance and addressing limitations in incentivizing state-owned enterprises.

The marginal contributions are as follows. First, it emphasizes more on the role of the government’ s visible
hand in corporate green governance through tax tools, different from the existing literature that focuses on market
forces. This establishes an analysis paradigm of “tax incentives-corporate green governance” , which provides an
extended interpretation of tax incentives from the perspective of optimizing the governance of micro-structural
entities. Second, it elaborates on mechanisms from three perspectives, namely risk smoothing, responsibility
reinforcement, and green innovation and transformation. It aims to enhance the understanding of the role of the
government’ s tax tools in corporate development. Third, it pays more attention to the optimization and combination
of “tax incentives-government will” and explores the circumstances that allow for the maximization of special and
targeted tax incentives for green development. This provides China’ s wisdom for developing countries to find a
suitable path towards green and low-carbon transformation.

Keywords: green and low-carbon transformation; tax incentive; corporate green governance; local governments’

attention to ecological environment; tax tool
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