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Do Strategic Environmental and Trade Policies Promote
Environmental R&D Innovation of Export Enterprises
—Theory and Empirical Research Based on China

HONG Liming PENG Shuijun CHEN Hongwen

Abstract: In the era of “dual carbon” goals and environmental tax, can China’s stra-
tegic environmental and trade policies encourage environmental R&D innovation and green
transformation of export enterprises? This paper relaxes the symmetry assumptions to cap-
ture the actual situation of firms from developing countries and introduces corporate envi-
ronmental R&D innovation investment in the strategic environmental and trade policy
framework. We develop a game model where heterogeneous firms in the North and the
South export to a third country, and it shows that both export subsidy and environmental
tax incentivize export enterprises’ investment in environmental R&D innovation. However,
the relationship between environmental tax and corporate environmental R&D innovation
investment is not strictly monotonously increasing. When the strictness of environmental
tax is higher than a certain threshold, it may reduce environmental R&D innovation invest-
ment of enterprises in the South with backward environmental technology and prompt them
to cut back production in order to control the increasing environmental costs. Therefore,
environmental R&D innovation investment of enterprises in the South could lead to envi-
ronmental deregulation in export countries and change the correlation between export sub-
sidy and environmental tax. The government should formulate innovation-friendly environ-
mental tax and use its new strategic linkage with export subsidy to effectively affect firms’
emission reduction strategies and promote environmental R&D innovation investment. Fur-
ther empirical research based on the data of Chinese listed firms and the carbon tax pilot in
China shows that China’s current carbon tax stimulates corporate environmental R&D inno-
vation investment. Specifically, the green innovation effect is more significant in the east-
ern region than in the central and western regions, and more significant for non-state-
owned enterprises than for state-owned enterprises.

Keywords . Strategic Environmental Policies; Export Subsidy; Environmental R&D

Innovation; Porter Hypothesis; Heterogeneous Enterprises
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