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ABSTRACT

The existing literature on the privatization neutrality theorem ignores stra-
tegic environmental corporate social responsibility (ECSR), which has received
considerable attention recently. To fill this gap, this paper constructs a mixed
duopolistic model to re-examine the privatization neutrality theorem, in which
both public and private enterprises can strategically carry out ECSR activities
to increase consumers’ willingness to pay for their products. The results of our
research indicate that: (i) Whether or not the privatization neutrality theorem
holds is contingent upon the externality of the production activities. When the
production activities have no externality, the privatization neutrality theorem
will still hold, otherwise, it will not. (ii) When the production activities have
externality, privatization still has a negative impact on overall social welfare.
(ii1)) When the marginal damage of pollution is huge and the ECSR effect is not
significant, the optimal policy will be taxation rather than subsidy.
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