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Incentive Effect of Green Loan Interest Subsidies Policy: From the Perspective of
Coordination of Fiscal and Financial Policies
HONG Xiang-jun', LIN Xian’, CHEN Li-fang'
(1. Xiamen National Accounting Institute;

2. School of Management, Xiamen University)

Abstract: How fiscal and financial policies coordinate with each other to play a substantial
incentive role in promoting enterprises’ environmental governance is an important topic in China.
Chinese government emphasizes using economic policies to direct funds into green sectors, establishing
a top-down central design and bottom-up local experimentation for a comprehensive green economic
policy system.

Based on the textual analysis of financial reports and social responsibility reports of China’s listed
companies, this paper applies the multi-period difference-in-differences (DID) model to analyze the
impact of the green loan interest subsidies policy on the fulfillment of enterprises’ environmental social
responsibility from 2017 to 2020 and its influence mechanism. This study manually collects data from
corporate annual reports on green loan interest subsidies from local fiscal departments, along with
project information. It constructs indicators for environmental governance plan and action, greenwash,
and identification of green loan by textual analysis.

The results show that local green loan interest subsidies policy can effectively improve the
environmental governance of enterprises. The specific mechanisms are as follows. On the one hand, the
green loan interest subsidies policy can play the guiding role of fiscal funds to improve the green loan
supply of banks. Specifically, the policy can internalize the external cost of the environmental protection
project, alleviating financing constraints of enterprises. Financial intermediaries are encouraged to
conduct information screening, reduce the degree of greenwashing in enterprises, and optimize the
allocation of fiscal funds. On the other hand, the policy advantages of coordinated fiscal and financial
policies lie in the implementation of fiscal funds to allocate the fiscal and financial sources more
efficiently and better improve the effectiveness of environmental governance. The policy implication is
that government should attach importance to the guiding role of fiscal funds when implementing green
transformation policies, encourage financial intermediaries to strengthen identification ability of the
greenwash risk, and give full play to the coordinated function of financial and fiscal policies for the
green loan interest subsidies policy. This study focuses on local green loan interest subsidies policy,
collects and analyzes actual policy document data to evaluate its influence on corporate environmental
and social responsibility performance. Additionally, the study empirically examines the effectiveness of
coordinating fiscal and financial policies, offering a new perspective and empirical evidence for
evaluating green economic policies, which is conducive to understanding the role of policy coordination
in environmental governance.

Keywords: green loan interest subsidies policy; corporate environmental and social responsibility;
coordination of financial and fiscal policies; greenwashing

JEL Classification: G21 G388 H23

(A4 20 4% - F b )

97



