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Carbon Trading Pilots and Total Factor Productivity

—With Discussions on Porter Hypothesis, Technology Diffusion and Pollution Paradise
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Abstract: Taking China’s carbon pilots as an example, this paper studies the impact of the carbon emission
trading scheme (ETS) on total factor productivity (TFP). The results of PSM-weighted DID model show that the car-
bon pilot has a negative impact on TFP. Therefore, it does not meet the strong Porter hypothesis in the pilot cities,
but there is heterogeneity. If the assumption of individual uncorrelation is relaxed, the results show that carbon pilots
can significantly promote TFP in non-pilot areas, but inhibit TFP in pilot areas. It provides evidence that the technolo-
gy diffusion effect of the ETS pilot is greater than the pollution paradise effect, and can promote the growth of TFP at
the national level. Therefore, it meets the strong Porter hypothesis at the national level.

Keywords: Carbon Emission Trading Pilot; Total Factor Productivity; Porter Hypothesis; PSM-Spatial Weighted DID
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