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Cost and Benefit Accounting of Green Credit in China

LIN Lv"? MENG Chunyu’, LIU Hui®, LIU Meng*, ZHANG Qi"**
(1. School of Economics and Management, China University of Petroleum, Beijing 102249, China; 2. Academy of Chinese Energy
Strategy, China University of Petroleum, Beijing 102249, China; 3. School of Government, Central University of Finance and
Economics, Beijing 100081, China; 4. PBC School of Finance, Tsinghua University, Beijing 100084, China)

Abstract: To identify, quantify and assess the cost and benefit of green credit, this study proposes the cost and benefit of green credit
should both consist of direct and indirect parts from the perspectives of banks and society, and establishes a general framework for
the comprehensive evaluation of the cost and benefit of green credit. To examine the feasibility of the established framework, the
implementation of green credit in 21 major commercial banks of China from 2013 to 2017 is then taken as an example. The results show
that most commercial banks could obtain profits from green credit. In nearly half of the banks, the yield of green credit project was more
than average yield of the corresponding bank’s credit project. The environmental benefits, that are direct social benefits of green credit,
were 1.03 trillion RMB in total and had an average of 2563 RMB per 10,000 RMB of green credit. This study provides an effective method
for analyzing the comprehensive impacts of green credit, and internalizing environmental externality of green credit.The results are of
great significance for the government and commercial banks to implement the green credit policy.

Keywords: green credit; cost benefit analysis; direct cost and benefit; indirect cost and benefit
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