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Emission Reduction of the Heavily Polluting Industrial Enterprises:

“Coercion” or “Inducement”

— The Evaluation Based on TCZ and ETS Policy
TU Zheng-ge, JIN Dian, ZHANG Wen-yi

Abstract: It has always been the focus of academic debate whether the emission reduction of enterprises
depends on the coercion of executive command or the inducement of market mechanism. Based on the
pollution database of China’ s industrial enterprises from 1998 to 2012, this paper investigates the im-
pact of TCZ and ETS policy on the emission reduction of high pollution industrial enterprises. The re-
sults show that: Firstly, TCZ policy affects economy but fails to reduce the emissions of SO,. However,
environmental performance was included in the official assessment system in 2005, which made SO, e-
missions decrease 14. 9% in TCZ But in terms of economy, it has damaged the economic quality of en-
terprises. Secondly, the effect of ETS policy in 2007 is remarkable. The SO, emissions of enterprises in
the pilot areas have been reduced by 11%; in highly market-oriented areas, the effect is more obvious
without damage to the economic benefits of enterprises. Thirdly, although ETS has not yet been able to
make up for the economic losses caused by TCZ policy, the combined emission reduction effect of them is
obvious In a word, the SO, emissions reduction of the heavily polluting industrial enterprises needs not
only the environmental regulation pressure generated by the government, but also the active participa-
tion of enterprises attracted by market inducement.

Key words: ETS policy; TCZ policy; industrial enterprises; emission reduction; DID
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