)

Check for
updates

Impact Mechanisms of Green Finance on High-Quality
Development under the Background of Carbon Peaking
and Carbon Neutrality

Pengfei Guo®

School of Continuing Education, Huzhou College, Huzhou, China
*guopengfei@zjhzu.edu.cn

Abstract. The study first takes Zhejiang Province as an example to investigate
the current status of carbon emissions in the production and consumption fields.
Then, focusing on the theoretical system and policy framework of green finance,
the study identifies the intrinsic mechanism of the impact of green finance on
high-quality development through industrial economics and collaborative devel-
opment theory. By referring to externality-related theories, the study explores and
designs a long-term mechanism for financial support of high-quality develop-
ment. Finally, drawing on international experience and combining the pioneering
advantages of green financial reform in Zhejiang Province, the study proposes
policy recommendations and effective measures for green finance to support car-
bon peaking and carbon neutrality. This study looks at carbon emissions in
Zhejiang Province and shows how green finance helps improve development. It
explores key mechanisms using industrial economics and collaborative develop-
ment theory, leading to a plan for long-term financial support for sustainable
growth. By learning from international experiences and the benefits of green fi-
nancial reforms in Zhejiang, the study suggests specific policies to support car-
bon peaking and carbon neutrality goals.

Keywords: Green Finance, Carbon Peaking, Carbon Neutrality, High-Quality
Development.

1 Introduction

As the world shifts towards sustainable development, green finance has become a cru-
cial factor in promoting high-quality development, especially in reaching carbon peak-
ing and neutrality. This study investigates how green finance influences high-quality
development in Zhejiang Province, addressing both immediate impacts and long-term
mechanisms. The research aims to provide an understanding of green finance’s role in
supporting carbon neutrality goals, thus emphasizing the importance of economic and
environmental harmony.

© The Author(s) 2025

H. M. Briel (ed.), Proceedings of the 3rd International Conference on Social Sciences, Economics, Management
and Education-workshop on Social Sciences and Education (SSEME-SSE 2025), Advances in Social Science,
Education and Humanities Research 951,

https://doi.org/10.2991/978-2-38476-454-9_7


https://doi.org/10.2991/978-2-38476-454-9_7
http://crossmark.crossref.org/dialog/?doi=10.2991/978-2-38476-454-9_7&domain=pdf

Impact Mechanisms of Green Finance on High-Quality Development... 63
2 Literature Review

Domestic and foreign scholars have conducted a large number of studies on the impact
of environmental regulations on carbon emissions, mainly focusing on two viewpoints.
One is the "green paradox effect" proposed by Sinn [1]. That is, environmental regula-
tion policies to limit carbon emissions can hardly truly suppress carbon emissions; on
the contrary, they will increase carbon dioxide emissions. From the perspective of the
supply side, suppliers believe that environmental regulation policies will become
stricter and expect a reduction in their future earnings. As a result, they accelerate the
extraction and consumption of energy in the current period and accelerate the emissions
of carbon dioxide [1]. The other viewpoint is the "reverse-forcing emission reduction
effect" [2]. It is believed that environmental regulation policies such as subsidies for
clean energy, high taxes on fossil fuels, and sewage charges will promote the use of
clean energy, thereby reducing carbon dioxide emissions and achieving the goal of
emission reduction [3]. So, what exactly is the role of environmental regulations on
carbon emissions? Domestic scholars have conducted relevant research. Zhang
Xianfeng and Han Xue [4] used China's provincial-level panel data from 2000 to 2010.
The research shows that the reverse-forcing effect is not significant, and overly strong
environmental regulations will have a certain inhibitory effect on economic growth [4].
Zhang Hua and Wei Xiaoping [5] used the two-step GMM method to empirically prove
that China's current environmental regulation policies effectively curb carbon emis-
sions and achieve the expected results [5]. The concept of pollution haven was also
proposed later [6]. Initially, it was mainly aimed at the North American Free Trade
Area. Mexican enterprises with lower environmental regulations will obtain obvious
cost advantages, and the "dirty industries" in the United States and Canada will shift to
Mexico [7]. Some studies mainly use econometric regression to verify the existence of
the pollution haven effect, while others focus on emphasizing the importance of the
pollution haven hypothesis by calculating virtual carbon in import and export trade [8].

Regarding research on financial instrument arrangements and green policy incen-
tives, especially on how to solve problems such as climate change and the difficulty
and high cost of financing for green enterprises, many scholars have put forward valu-
able ideas [9,10]. At the same time, the domestic academic community has carried out
a series of studies on issues such as green finance and industrial structure transfor-
mation [11,12], and the relationship between green finance and economic growth
[13,14,15]. However, very few studies have systematically sorted out the relationship
among the three, and in the empirical research methods, the quantitative processing of
green finance indicators is mostly based on the balance of green credit or its proportion.
There are disadvantages such as a small number of observable indicators, poor spatial
comparability, and inconsistent statistical calibers, failing to comprehensively reflect
the comprehensive effects of green finance policies [11,12].

This project intends to start with the research on the relationship among green
finance, carbon peaking, carbon neutrality, and sustainable development. Using indus-
trial economics and coordinated development theory to find out the internal mechanism
of the impact of green finance on carbon peaking, carbon neutrality, and sustainable
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economic development, and drawing on relevant externality theories to explore and
design a long-term mechanism for financial support for green development [16].

3 Survey and Comparative Analysis of the Current Carbon
Footprint in Zhejiang Province

This study primarily uses three indicators for calculating the carbon footprint: Carbon
Emissions Intensity (CEI), Total Carbon Emissions (CE), and Per Capita Carbon Emis-
sions (PCE) [17]. Among these, CEI is an indicator of carbon emissions per unit of
GDP, reflecting the rate of carbon emissions from the energy consumed to produce a
unit of output. For this study, the carbon emissions intensity is the amount of carbon
emissions produced to create one million yuan of GDP. The calculation formulas for
these three indicators are as follows:
CEI = Energy Consumption per Ten Thousand Yuan of GDP * Carbon 1)
Emission Coefficient of Energy
CE = Comprehensive Energy Consumption (Standard Coal) * Car- @)
bon Emission Coefficient of Energy

PCE = Carbon Emissions / Population (Resident) 3)

The carbon emission coefficient of energy is taken as 2.684 [18].

3.1 Changes in Carbon Emissions in Zhejiang Province from 2015 to 2021

After collecting and calculating the data, the changes in Zhejiang Province's carbon
footprint from 2015 to 2021 are as shown in Table 1:

Table 1. Overview of Zhejiang Province's carbon footprint from 2015 to 2021.

Carbon Emis-

Energy Con- ions Intensit Total Carbon  Per Capita
GDP (Billion sumption per sions ntenstty Emissions CE Carbon
Year CEI (Tons/Ten ..
Yuan) Ten Thousand Thousand (Ten Thou- Emissions
Yuan of GDP Yuan) sand Tons) (Tons)
2015 43507.72 0.45 1.21 52633.24 10.80
2016 47254.04 0.43 1.15 54419.71 11.08
2017 52403.13 0.40 1.08 56444.55 11.39
2018 58002.84 0.37 1.00 58174.52 11.64
2019 62462.00 0.36 0.96 60102.81 11.93
2020 64689.06 0.38 1.02 66187.44 13.06

2021 73515.76 0.36 0.97 71458.01 14.02
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Fig. 1. Trends in carbon footprint indicators in Zhejiang Province from 2015 to 2021.

As can be seen from Table 1 and Fig. 1, Zhejiang Province's GDP has increased
steadily year by year, while the carbon emission intensity has continuously decreased
from 1.21 tons per ten thousand yuan in 2015 to 0.97 tons per ten thousand yuan in
2021. This indicates that the work on energy conservation and emission reduction in
Zhejiang Province has been steadily advanced and has achieved certain results.

3.2  Comparison of Carbon Emissions Between Zhejiang Province and Other
Provinces and Cities in 2021

This study selected Guangdong Province, which ranked first in GDP in 2021 and was
also among the first batch of low-carbon pilot provinces, as well as Shandong and He-
nan Provinces, which are adjacent to Zhejiang in GDP ranking, and Liaoning Province,
another member of the first batch of low-carbon pilot provinces, as comparison objects.
After data collection and calculation, the carbon emission data and comparison charts
for these five provinces are as shown in Table 2 and Fig. 2:

Table 2. Overview of carbon footprint by province in 2021.

' GDP (Tril- Carl?on Emissions In- T'otal Carbon Emis- Per Capit'c?
Province lion Yuan) tensity CEI (Tons/Ten s10ns. CE (Hundred Cz.irbon Emis-
Thousand Yuan) Million Tons) sions (Tons)
Zhejiang 7.351576 0.972009414 7.14580108 14.02297799
Guangdong  12.436967 0.794636597 9.882869128 7.791602908
Shandong 8.30959 1.440939835 11.97361924 11.77347025
Henan 5.888741 1.071140402 6.3076684 6.382341799

Liaoning 2.75841 2.425827459 6.69142672 16.11576484
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Comparison Chart of Carbon Footprint Among Five
Provinces in 2021
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Fig. 2. Comparison of carbon footprint among five provinces in 2021.

From the chart, it can be observed that among the two provinces with a higher
GDP than Zhejiang, Guangdong Province has a lower carbon emission intensity than
Zhejiang. Among the two provinces with a lower GDP than Zhejiang, Zhejiang has the
lowest carbon emission intensity. Zhejiang's total carbon emissions rank third among
the five provinces, but its per capita carbon emissions rank first, which is related to the
relatively small permanent population of Zhejiang. Overall, the comparison shows that
Zhejiang's work on energy conservation and emission reduction is good, but there is
still room for improvement.

3.3 Comparison of Carbon Emissions Among Cities in Zhejiang Province in
2021

Table 3. Overview of carbon footprint by city in Zhejiang Province in 2021.

Carbon Emis-

. GDP (Billion sions Intensity TOta,ll Carbon Emis- Per Cap1t2.1
City sions CE (Ten Carbon Emis-
Yuan) CEI (Tons/Ten Thousand Tons) sions (Tons)
Thousand Yuan)
Hangzhou 18109 0.68 12394.16 10.16
Ningbo 14595 1.07 15543.84 16.29
Wenzhou 7585 0.78 5903.86 6.12
Jiaxing 6355 1.15 7334.43 133
Huzhou 3645 0.72 2637.81 7.74
Shaoxing 6795 0.39 2679.13 5.02
Jinhua 5355 1.05 5605.40 7.87
Quzhou 1876 1.16 2176.04 9.51
Zhoushan 1704 2.70 4614.70 39.61
Taizhou 5786 0.84 4845.24 7.27

Lishui 1710 0.86 1473.46 5.86
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Zhejiang Province governs the cities of Hangzhou, Ningbo, Wenzhou, Jiaxing,
Huzhou, Shaoxing, Jinhua, Quzhou, Zhoushan, Taizhou, and Lishui. After collecting
and calculating the data, the carbon emission data and comparison charts for each city
are as Table 3.

3

Comparison Chart of Carbon Footprint Among
Cities in Zhejiang Province in 2021«
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Fig. 3. Comparison of carbon footprint among cities in Zhejiang Province in 2021.

In the Fig. 3, the cities are arranged from left to right in order of their GDP, from
high to low. In terms of carbon emission intensity, Zhoushan City has the lowest GDP
but the highest carbon emission intensity; Hangzhou City has the highest GDP, but its
carbon emission intensity is the second lowest, indicating that Hangzhou is a leader in
energy conservation and emission reduction within the province. Ningbo City has a
GDP closest to Hangzhou, but its carbon emission intensity is much higher, suggesting
that Ningbo needs to strengthen its efforts in energy conservation and emission reduc-
tion. Ningbo, Jiaxing, Jinhua, Quzhou, and Zhoushan all have carbon emission intensi-
ties that exceed the average level of Zhejiang Province and should be the focus of future
carbon reduction efforts.

4 The Intrinsic Mechanism and Long-term Mechanism of
Green Finance's Impact on High-quality Development

The construction of the theoretical system and policy framework of green finance re-
quires the comprehensive application of various theoretical tools, such as industrial
economics, collaborative development theory, and externality-related theories, to
achieve a win-win situation for both economic and environmental benefits. On this ba-
sis, it is also necessary to formulate corresponding long-term mechanisms and policy
measures to guide and promote financial institutions in increasing their investment and
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financing support for green and low-carbon industries, thereby promoting the develop-
ment of green and low-carbon industries and achieving the goal of addressing climate
change.

Green finance in Zhejiang helps promote high-quality development by cutting in-
dustrial emissions and encouraging green technology. By implementing policies and
investing in green projects, Zhejiang offers financial rewards that steer businesses to-
wards low-carbon activities, connecting economic growth with sustainable practices.
This study looks at how these strategies work together to ensure that Zhejiang’s devel-
opment is both economically effective and environmentally friendly.

4.1 The Theoretical System of Green Finance

Green finance refers to the integration of environmental protection, social responsibil-
ity, and sustainable development into financial decision-making and investment to pro-
mote low-carbon, environmentally friendly, and sustainable financial activities. The
theoretical system of green finance includes the following three aspects (as shown in

Fig. 4):
The Theoretical System of Green D
Green Finance Green Finance Practice Green Finance Incentive
Development Framework Path Mechanism

Fig. 4. Theoretical system of green finance.

4.1.1 Establishing the Green Finance Development Framework. The green finance
development framework refers to the system established to promote the development
of green finance [19], which mainly includes policies, regulations, standards, service
systems, markets, innovation, and talent, among other aspects (as shown in Fig. 5).
Firstly, policies and regulations are important guarantees for promoting the develop-
ment of green finance. By formulating green finance policies and regulations, financial
institutions and investors can be guided to increase their support for green investments.
Secondly, the establishment of standards is crucial for the development of green fi-
nance. Only with unified and scientific standards can the rights and interests of inves-
tors be effectively protected and the issuance of green financial products be promoted.
In addition, it is necessary to establish a market-oriented, professional, and diversified
green financial service system to provide more complete infrastructure for green finan-
cial products and services. At the same time, it is also essential to deepen the integration
of green finance with the real economy, establish green financial markets and invest-
ment and financing platforms, promote the combination of green finance and technol-
ogy, and enhance the level of protection for green finance talent and intellectual prop-
erty rights.
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Enhancing the Level of Green Finance Talent and Intellectual
Property Rights Protection
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Fig. 5. Green finance development framework.

4.1.2 Exploring Green Finance Practice Pathways. Green finance practice pathways
mainly include: green credit and bonds, green investment, energy transition, carbon
markets and ecological compensation, green insurance and risk management, green
evaluation and disclosure mechanisms, green consumption and investment concepts, as
well as green finance cooperation and dialogue. Among these, green credit and bonds
are the most basic forms of green finance, providing low-cost, long-term financing sup-
port for environmental protection enterprises. Green investment supports the develop-
ment of the environmental protection industry through capital market methods, offering
diverse financing channels such as equity financing and mergers and acquisitions for
environmental protection enterprises. Energy transition, carbon markets, and ecological
compensation are policy measures taken to support a low-carbon economy and ecolog-
ical protection. Green insurance and risk management aim to reduce environmental
risks and protect the interests of investors. Green evaluation and disclosure mechanisms
are designed to enhance the transparency and credibility of green financial products.
Green consumption and investment concepts promote the support and recognition of
the environmental protection industry by consumers and investors through the promo-
tion of green consumption and investment ideas. Finally, green finance cooperation and
dialogue are meant to strengthen international cooperation and jointly promote the de-
velopment of global green finance.

4.1.3 Designing Green Finance Incentive Mechanisms. Establishing green finance
funds and incentive mechanisms, strengthening preferential policies for green credit
and bonds, promoting deep integration of green finance with the green industry, en-
hancing the status and influence of green finance in the financial system, improving the
marketization degree of green finance innovation and technology application, and cul-
tivating the competitiveness and influence of green financial markets and investment
and financing platforms.
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Green finance incentive mechanisms mainly include policy incentives and market in-
centives (as shown in Fig. 6). Policy incentives involve government policies such as
green finance tax incentives, subsidies, and fiscal assistance to attract more financial
institutions and investors to participate in green investment. Market incentives involve
establishing market mechanisms for green investment to improve the investment return
and risk management level of green financial products, thereby attracting more capital
to participate in green investment. Market incentives also include enhancing the rating
and creditworthiness of green financial products to provide a more reliable investment
channel for green finance products.

Mechanism

[ Policy Incentives J [ Market Incentives ]

Tax Incentive Subsidy Fiscal Subsidy
Policies Policies Policies

[ Green Finance Incentive ]

Green Investment Product Rating and Credit
Market Mechanism Grade

Fig. 6. Green finance incentive mechanism.

4.2  Constructing the Green Finance Policy Framework

4.2.1 Establishing a Green Finance Standard System. The green finance standard
system is a crucial means to ensure the quality of green financial products and the sta-
bility of the market. The government can standardize the issuance and operation of
green financial products, and enhance the transparency and stability of the green fi-
nance market by formulating, releasing, and promoting green finance standards [20].
The green finance standard system includes standards for green bonds, green insurance,
green funds, and green loans [21].

Green bonds are bonds issued to finance environmental protection and sustainable
development projects. To regulate the green bond market, a series of international green
bond standards have been introduced, such as the Green Bond Principles and Green
Bond Standards. These standards outline how bond issuers should determine the green
nature of projects, develop and implement environmentally friendly projects, and dis-
close and monitor project progress.

Green insurance refers to insurance products and services oriented towards envi-
ronmental protection and sustainable development. Green insurance standards are the
standard systems that regulate green insurance products and services. The aim is to
enhance the transparency and credibility of green insurance products and services, pro-
mote the development of a green economy, regulate the investment behavior of insur-
ance institutions, and prevent environmental risks.
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Green funds are funds specifically invested in environmentally friendly and sus-
tainable development projects. Green fund standards are the standard systems that reg-
ulate green fund products. These standards primarily include provisions on investment
strategies, investment scope, project evaluation, information disclosure, and supervi-
sion.

Green loans are loan products specifically provided for environmentally friendly
and sustainable development projects. Green loan standards are the standard systems
that regulate green loan products. These standards mainly include provisions on the
loan process, loan conditions, loan purposes, interest rates, and loan risk management.

Additionally, there are other green finance standards, such as green rating stand-
ards and green securities standards. The introduction of these standards benefits not
only financial institutions and investors but also the environment and society, promot-
ing the transformation and upgrading of the global economy and achieving sustainable
development.

4.2.2 Strengthening the Development of Green Finance Laws and Regulations.
Laws and regulations are essential for guiding the healthy development of the green
finance industry. The government can strengthen the formulation and improvement of
green finance-related laws and regulations, particularly detailed provisions on the issu-
ance, investment, evaluation, and disclosure of green financial products, to ensure the
standardization, legalization, and sustainability of the green finance market. Moreover,
it is necessary to establish a green financial market supervision system to enhance the
supervision of green financial institutions and products and ensure the stability and
healthy development of the green finance market.

4.2.3 Accelerating the Construction of Green Financial Markets. Green financial
markets are important carriers for promoting the development of a green economy. The
government can introduce relevant policies to encourage financial institutions to in-
crease the issuance and investment of green financial products, expanding the scale and
scope of the green financial market. Additionally, establishing green financial market
trading platforms, information service platforms, etc., can enhance the liquidity and
transparency of green financial products, providing investors with more convenient in-
vestment channels.

4.2.4 Exploring the Marketization of Ecological Product Values. The marketization
of ecological product values is a significant means to promote green finance practices
[22]. The government can establish green ecological compensation mechanisms, eco-
logical protection trusts, and other means to explore the marketization of ecological
product values, enhancing the market value and economic benefits of ecological prod-
ucts, and providing more reliable support for the investment in green financial products.
Furthermore, actively promoting the international development of green finance,
strengthening cooperation and exchanges with international green finance standards,
institutions, and markets, will promote the healthy development of the green finance
industry globally.
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Constructing the green finance policy framework requires the joint efforts of the
government, financial institutions, and society. The government should strengthen reg-
ulation and policy-making, financial institutions should innovate products and services,
and society should enhance publicity and promotion to jointly advance the development
of the green finance industry, achieving the dual goals of sustainable economic devel-
opment and environmental protection.

4.3  The Intrinsic Mechanism and Long-term Mechanism of Green Finance's
Impact on High-quality Development

Industrial economics posits that the production and operation of enterprises are subject
to various factors such as market competition, technological progress, and policy envi-
ronment. Therefore, it is necessary to establish synergistic relationships among indus-
trial chains, value chains, and ecological chains to achieve economic scale effects and
reduce costs. During the development of green and low-carbon industries, green finance
can promote the coordinated development of all links in the industrial chain, thus
achieving a win-win situation for economic and environmental benefits [19].

The theory of collaborative development emphasizes the interactive cooperation
among various departments, enterprises, and organizations to achieve common devel-
opment. In the field of green finance, governments at all levels, financial institutions,
green and low-carbon industries, social organizations, etc., should strengthen collabo-
rative cooperation to form linkage effects in policies, funds, and technology, and jointly
promote the development of green and low-carbon industries and the realization of
goals to address climate change.

The theory of externality suggests that market mechanisms may fail, necessitating
government intervention and regulation. In the context of green finance, the green and
low-carbon industries exhibit external effects, which is a positive impact on the envi-
ronment and society. However, due to the inability of market mechanisms to fully re-
flect this positive impact, it is necessary for governments and financial institutions to
formulate corresponding policies and measures to guide and support the development
of green and low-carbon industries.

Based on the above theories, the intrinsic mechanism of green finance can be sum-
marized as: through financial means, green finance guides and supports the develop-
ment of green and low-carbon industries, forming synergistic effects in policies, funds,
and technology to achieve a win-win situation for economic and environmental bene-
fits. At the same time, it is necessary to establish corresponding long-term mechanisms
to make up for market failures, promote the development of green and low-carbon in-
dustries, and achieve the goals of addressing climate change. For example, green fi-
nance standards and certification systems can be established, green finance incentive
mechanisms can be strengthened, and the green finance product and service system can
be improved to guide and drive financial institutions to increase their investment and
financing support for green and low-carbon industries (as shown in Fig. 7).
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Fig. 7. The intrinsic mechanism and long-term mechanism of green finance's impact on high-
quality development.

5 International Experiences in Green Finance Supporting
Carbon Peaking and Carbon Neutrality

Carbon peaking and carbon neutrality refer to the goal of achieving a balance between
emissions and reductions at a specific point in time (carbon peaking) and then moving
towards net-zero emissions. To achieve this goal, countries have implemented various
policy measures with the support of financial institutions. Here are some international
developments and financial support experiences:

EU Carbon Neutrality Plan: The EU announced in late 2019 that it will achieve
carbon neutrality by 2050, with the target of reducing greenhouse gas emissions by
55% between 2020 and 2030. The EU has implemented a series of policy measures,
such as establishing a carbon trading market, implementing carbon taxes, and encour-
aging the development of clean energy. Financial institutions are also actively involved,
with the European Investment Bank (EIB) announcing in 2021 that it will invest 1 tril-
lion euros in sustainable projects over the next decade.

US Carbon Neutrality Plan: The Biden administration announced in 2021 that the
US will achieve carbon neutrality by 2050, with the target of reducing greenhouse gas
emissions by 50%-52% by 2030. To achieve this goal, the US government has proposed
a range of policy measures, such as promoting the development of renewable energy
and increasing the popularity of electric vehicles. Financial institutions are also actively
involved, with Citibank announcing that it will invest 1.5 trillion US dollars in sustain-
able projects by 2030.

These international experiences demonstrate that policies and financial support are
crucial for achieving the goals of carbon peaking and carbon neutrality. Governments
should formulate appropriate policy measures to encourage businesses and financial
institutions to increase investment, while financial institutions should actively intro-
duce green financial products and services to support sustainable development projects
and work together to achieve carbon peaking and carbon neutrality goals.
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6 Policy Recommendations for Zhejiang Province to Support
High-Quality Development with Green Finance

6.1 Implementing Multiple Measures to Attract Social Capital Investment in
Green Industries and Projects

6.1.1 Establish a Green Bond Market. Establish a green bond market to provide fi-
nancing support for green industries and projects. The government can use fiscal, tax,
and bond issuance policies to encourage companies to issue green bonds, thereby at-
tracting social capital investment in green industries and projects. At the same time, the
government can establish a green bond rating and regulatory system to regulate the
order of the green bond market.

6.1.2 Support the Issuance of Green Securities. Support the issuance of green secu-
rities to provide financing support for green industries and projects. The government
can use fiscal, tax, and securities issuance policies to encourage companies to issue
green securities. Additionally, the government can establish a green securities rating
and regulatory system to regulate the order of the green securities market.

6.1.3 Establish an Incentive Mechanism. Establish an incentive mechanism to en-
courage companies and institutions to increase their investment in carbon emission re-
duction and carbon neutrality. The government can provide rewards, subsidies, and tax
exemptions to incentivize companies and institutions to actively participate in carbon
emission reduction and carbon neutrality efforts, thereby promoting the development
of a low-carbon economy.

6.1.4 Establish a Carbon Finance Fund. Establish a carbon finance fund to provide
financial support for carbon emission reduction and carbon neutrality projects in
Zhejiang Province. The fund can provide financial support, credit guarantees, and risk
compensation services to companies and institutions, encouraging more participation
in carbon emission reduction and carbon neutrality.

6.1.5 Promote Green Insurance Products. Encourage insurance companies to de-
velop green insurance products to provide risk protection for carbon emission reduction
and carbon neutrality projects. This will help reduce the risk cost of carbon emission
reduction and carbon neutrality projects and encourage more companies and institutions
to participate in these projects.

6.2  Issuing Policies and Institutional Guarantees

6.2.1 Issue Policies to Encourage and Support the Development of Renewable En-
ergy. The government can provide tax and fiscal incentives to reduce the investment
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cost of renewable energy projects and provide green financial support for renewable
energy companies, accelerating the development of renewable energy.

6.2.2 Issue Policies to Encourage Financial Institutions to Engage in Green Fi-
nance. Encourage banks, securities companies, insurance companies, and other finan-
cial institutions to engage in green finance and promote green finance innovation. En-
courage the issuance and trading of green bonds, green credit, carbon trading, and other
green financial products, strengthening the construction and development of the green
finance market and improving the supply and use efficiency of green finance [23].

6.2.3 Issue Policies to Strengthen Technological Innovation and Application. En-
courage companies and institutions to increase investment in low-carbon technology
research and development, promoting the progress and application of low-carbon tech-
nology, reducing carbon emission reduction costs, and improving carbon emission re-
duction benefits.

6.2.4 Improve the Legal and Regulatory System. Improve the legal and regulatory
system to provide legal guarantees for the development of green finance. The govern-
ment can formulate relevant laws and regulations to regulate the order and development
of the green finance market and ensure the stable development of green finance.

6.2.5 Strengthen Environmental Governance and Regulation. Strengthen environ-
mental governance and regulation, establish a sound environmental protection system.
The government can establish carbon emission standards and carbon reduction targets,
force companies and institutions to reduce carbon emissions during their production
and operation. At the same time, the government should strengthen supervision over
companies and institutions to ensure they comply with environmental laws and regula-
tions and carbon emission restrictions.

6.2.6  Establish an Environmental and Social Risk Assessment System. Establish
an environmental and social risk assessment system to strengthen environmental and
social risk management and promote the healthy development of green finance. Con-
duct risk assessments and supervision of green finance projects to prevent environmen-
tal and social risks. The government can also strengthen the supervision and enforce-
ment of green financial institutions and regulate the order of the green finance market.

6.3  Establish a Long-term Mechanism for Green Development

6.3.1 Establish a Green Credit Mechanism. The government can cooperate with com-
mercial banks to establish a green credit mechanism, encouraging banks to provide
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preferential loans and credit support to companies and projects that meet carbon emis-
sion reduction and carbon neutrality standards. This will promote Zhejiang's low-car-
bon transformation and provide more flexible funding support for companies.

6.3.2 Establish an Information Disclosure Mechanism. The government can estab-
lish an information disclosure mechanism, requiring companies and institutions to dis-
close their carbon emissions, carbon reduction, and carbon neutrality plans. Strengthen
data support and provide data and information support for green finance development.
Establish carbon reduction and carbon neutrality data management and exchange plat-
forms to provide data and information support for green financial institutions and com-
panies.

6.3.3 Establish a Cross-departmental Collaboration Mechanism. Establish a cross-
departmental collaboration mechanism to promote inter-departmental cooperation in
carbon emission reduction and carbon neutrality. The government can strengthen co-
operation with relevant departments such as energy, environmental protection, and cli-
mate change to facilitate cross-departmental collaboration in carbon emission reduction
and carbon neutrality, and to promote the coordinated implementation of policies.

6.3.4 Establish an International Cooperation Mechanism. Strengthen international
cooperation and actively participate in global carbon emission reduction and carbon
neutrality efforts. The government can enhance cooperation with international institu-
tions, governments, and enterprises to share experiences and technologies, fostering
global cooperation in carbon emission reduction and carbon neutrality. Moreover,
strengthen cooperation with countries along the Belt and Road Initiative to promote the
development of green finance and low-carbon technologies, jointly addressing climate
change challenges.

6.3.5 Establish a Green Finance Innovation Incentive Mechanism. Support green
finance innovation and promote the application of new technologies, new forms, and
new models. The government can increase investment in green finance technology, en-
couraging financial technology companies to engage in green finance innovation. At
the same time, establish a green finance innovation support platform to provide tech-
nical, financial, and policy support for green finance innovation.

To encourage green finance in Zhejiang, the main steps are to make green credit
systems better, help green technology companies, and create clear evaluation standards.
By focusing on these actions, funds can be used effectively, leading to innovations that
support quality development and carbon neutrality. Providing tax breaks and eco-com-
pensation can also help build a useful and expandable model for green finance.
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7 Conclusion

This paper starts from the relationship between green finance and high-quality devel-
opment, using industrial economics, collaborative development theory to identify the
intrinsic mechanism of green finance's impact on high-quality development. By refer-
ring to the theory of externalities, it explores the design of a long-term mechanism for
financial support of green development, which has high theoretical and practical value.
In practice, it has played a key role in the construction of Zhejiang Province's "Green
Finance Reform Pilot Demonstration Zone" and provided strategic thinking and plans
for the national carbon peaking and carbon neutrality "14th Five-Year Plan". It is of
great significance for promoting the high-quality transformation of low-carbon econ-
omy development.

In conclusion, green finance has been effective in supporting quality development
by connecting environmental and economic goals. This study found that by promoting
investment in low-carbon industries and green innovations, Zhejiang has successfully
gathered financial resources to meet sustainability goals. Future research could look
into how these methods can work in other areas or examine how Zhejiang’s approach
can help achieve carbon neutrality across the country.
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