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The Relationship between Carbon
Performance and Corporate Performance
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The literature review reveals limited recent domestic research exploring the
relationship between carbon emission performance and corporate operating
performance, with a lack of discussion on their piecewise linear relationship.
Therefore, based on data from recent years, this study empirically investigates the
piecewise linear relationship between carbon emission performance and corporate
operating performance of Taiwanese enterprises and analyzes whether the COVID-19
pandemic has caused any changes to this result. This study aims to clarify the
circumstances under which higher operating performance can be achieved and
provides analysis results by industry to serve as a reference for enterprises and
competent authorities in formulating carbon emission performance policies. First, the
linear research model results show a significant negative correlation for "non-high

carbon emission enterprises” representing general companies. Therefore, lower carbon

* Corresponding Author: Shih-Kuei Lin, Professor of the Department of Money and Banking at the National
Chengchi University, E-mail: square@nccu.edu.tw. Ting-Yu Hsu, PhD student of the Department of Money
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Chairman of the Taipei Exchange. Ying-Ju Chen, Deputy Manager of the Taiwan Stock Exchange. We are
greatly indebted to the editor and anonymous reviewers for their insightful suggestions and comments on
earlier drafts of the paper.
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emission performance is associated with higher corporate operating performance,
meaning that for businesses, they produce as much as the market demands without
considering carbon emissions. This result may be due to the different environmental
policies and market pressures faced by different industries. The vast majority of
companies in this sample may not be subject to strong carbon emission performance
restrictions, leading them to focus more on increasing production capacity without
being directly constrained by emission costs, and this holds true both for the full
sample period and the COVID-19 pandemic period. Second, in terms of the piecewise
linear relationship, the results for the "all enterprises" sample, representing all
industries, show a piecewise linear relationship. This indicates that when an
enterprise's carbon emission performance is low, improving it does help to enhance
corporate operating performance. In other words, at this stage, enterprises focusing on
carbon emission performance can bring positive benefits. However, when carbon
emission performance improves to a certain level, further improvement may instead
reduce corporate operating performance. In this case, enterprises may lose their focus

on carbon emission performance due to a lack of obvious benefits.

Key Words: Carbon Performance, Corporate Performance, Piecewise Regression.
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