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Can Environmental Credit Evaluation System Improve the Efficiency of

Corporate Capital Allocation?
YU Lianchao, SHAN Yuenan, MA Ning
(School of Management, Lanzhou University, Lanzhou 730000, China)
Abstract: The environmental credit evaluation system is a key initiative for the deep integration of the construction of China’s ecological civ-
ilization system and social credit system in the new era and thus optimizing the efficiency of resources allocation. This paper firstly explores
the impact of the environmental credit evaluation system on the efficiency of corporate capital allocation, using empirical evidence from
Shanghai and Shenzhen A-share heavy polluters over the period 2014—2020. It finds that underinvestment by firms with better environmen-
tal credit is significantly mitigated, while overinvestment by firms with poorer environmental credit is suppressed but not significant, sugges-
ting that the optimizing effect of the environmental credit evaluation system on the efficiency of corporate capital allocation is only manifested
in terms of underinvestment by firms. Secondly, the impact mechanism test finds that the mechanism of better environmental credit to allevi-
ate corporate underinvestment lies in the play of the governance effect and the resources effect, with the governance effect manifested in in-
creasing corporate risk-taking and the resources effect manifested in reducing corporate financing constraints, but not in increasing corporate
government subsidies. Finally, the analysis of the internal and external environment finds that better environmental credit is more effective
in mitigating corporate underinvestment when the information environment is poor and the governance environment is poor. The research con-
clusion reveals the effectiveness of the environmental credit evaluation system, providing useful decision-making references for continuously
optimizing the environmental credit evaluation system to promote high-quality economic development during the 14th Five-Year-Plan period.
Key Words: environmental credit evaluation system; capital allocation efficiency ; investment efficiency; underinvestment; overinvestment;

risk-taking; financing constraints
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