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Re-evaluate the Impact of Environmental Regulation on

Enterprise Productivity and Its Mechanism
XU Yankun(Wuhan University)
QI Yu(Zhongnan University of Economics and Law)
Abstract: The impact of environmental regulation on productivity has so far lacked empirical evidence
from the microcosmic level of Chinese enterprises, especially the interpretation and testing of internal
mechanisms. This article uses quasi-experimental opportunities of the environmental key city of
environmental protection standard implemented by the State Council and the double differential method to
evaluate and explain the influence and transmission mechanism of environmental regulation on enterprise
productivity. The findings of this study are as follows. (1) The implementation of the policy makes the
average total factor productivity ( TFP) of non-compliance urban enterprises decrease by 1.96%, the
establishment time is short, the scale is small and the capital density is higher, which is more susceptible to
environmental regulation of the adverse effects, but these adverse effects will weaken with time, industry
competition is conducive to curb the adverse effects. (2) This regulatory policy affects enterprise productivity by
reducing the ability of innovation, increasing intermediate costs and weakening corporate finance constraints.
Although the rate of entry in heavy polluting industries is declining and exit rates are rising, this does not lead
to industry level reconstruction and enterprise resource allocation efficiency. (3) The adverse effects of
environmental regulation can be suppressed when the degree of marketization is higher in the region, the better
the quality of the government, the stronger the green preference. The environmental regulation of enterprises is
indeed facing greater economic costs, through market-based reforms, government quality improvement and
green financial policy implementation can weaken its economic distortions, along with environmental costs
(prices) become higher and dominance, by reducing pollution Emission to effectively circumvent environmental
control risks is increasingly becoming an important way to improve the competitiveness of enterprises.
Keywords: Environmental Regulation, Enterprise Productivity, Heterogeneity, Transmission Mechanism,
Institutional Environment
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