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Fee-to-Tax Reform of Environmental Protection and
Polluting Enterprises Transformation: Active Adaptability or

Short-Run Profit Pursuing

Huang Yiting *, Chen He", Yang Yongcong

(a: Economics and Trade School of Guangdong University of Foreign Studies; b: Institute of International
Service Economy Research of Guangdong University of Foreign Studies;

c: Institute of Studies for the Great Bay Area of Guangdong University of Foreign Studies)

Abstract: Based on the background of fee—to—tax reform of environmental protection and the phenomenon of entity
enterprises’ focus transferring from the real economy to the fictitious economy, this paper tries to explain the logic of
the transformation of polluting enterprises from the perspective of the fee—to—tax reform of environmental protection.
Taking the Environmental Protection Tax Law officially implemented in 2018 as a quasi—natural experiment, this pa—
per uses the PSM-DID Method to investigate the impact of fee—to—tax reform of environmental protection on the
transformation of polluting enterprises from the perspective of active adaptability and short-run profit pursuing. It is
found that after the implementation of reform of environmental protection fee to tax , the active adaptability of pollut—
ing enterprises dominates, which suppresses corporate financialization, and polluting enterprises tend to green trans—
formation, and this effect is significant only in the non—state—owned enterprises. Further empirical analysis uncovers
three arguments. First, the change from environmental protection fee to tax mainly restrains the financialization of en—
terprises through the pressure effect mechanism and the incentive effect mechanism, and stimulates the polluting en—
terprises to make environmental protection investment. Second, the fee—to—tax reform of environmental protection has
promoted the green innovation of polluting enterprises as a whole, but the green innovation of polluting enterprises is
more manifested as strategic behavior, and its substantive green innovation has not been improved. Finnally, the R&D
expenditures, human capital, and overall innovation activities of the polluting enterprises have not increased signifi—
cantly. This means that although the reform induces green innovation activities of the polluting enterprises in the short
term, it is not a real incentive effect for enterprise innovation but a crowding—out effect on existing production innova—
tion. The findings of this paper provide an enterprise—level research idea and evaluation framework for the effect eval—
uation and mechanism of the fee—to—tax reform of environmental protection in China, and provide beneficial enlight—
enment for the government to further improve the environmental tax reform.
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