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Do Green Credit Policies Interfere with Market Pricing

— Evidence from Chinese Iron and Steel Enterprises
DENG Zhong-qi.» YANG Cai-lin

Abstract: In order to achieve the “double carbon” target, it is necessary to comprehensively use finan-
cial instruments and carry out front-end management. However, green financial instruments may affect
the original competitive structure and pricing system of the market, thus affect social welfare. Taking i~
ron and steel industry as an example, this paper focuses on how green-credit policies affect market pow-
er and pricing mechanism by using the difference-in-difference method, so as to provide evidence for the
non-competitive neutral intervention of policies in market pricing mechanism. The study finds that, on
the whole, green credit policies strengthen the market power of enterprises, and this conclusion still
holds after four robustness tests. There are two influencing mechanisms: cost superposition effect and
technology dominance effect. Cost superposition effect causes high-cost enterprises to be more motivated
to increase markup, so that enterprises may pass on their costs to downstream by increasing the
price. Technology dominance effect makes high-productivity enterprises more capable of increasing mark-
up. Financing constraint plays a moderator role in the effect of green-credit policies, and strengthens the
cost superposition effect, weakens the technology dominance effect. The policy effect shows significant
heterogeneity with respect to enterprises’ ownership and location.

Key words: green-credit policy; market power; cost superposition; financing constraint



