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Fig. 1 Change trend of industrial COD emission in different provinces
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Table 1 Descriptive statistics
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Fig. 3 Change trend of four effects
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Environmental regulation, firm dynamics and city manufacturing productivity

FANG Fang', YANG Lan®" , ZHOU Ya-hong’

1. School of Public Economics and Administration, Shanghai University of Finance and Economics, Shanghai
200433, China;

2. School of Economics, Shanghai University of Finance and Economics, Shanghai 200433, China

Abstract: Using data from both the industrial sector and China City Statistical Yearbook from 2002 to 2008,
this paper studies the effect of the central government’ s policy of “l11th Five-Year National Total Emissions
Control Plan of the Major Pollutants” proposed in 2006. The popular quasi-experiment treatment effect method
is used to empirically investigate the impact of this environmental regulation on city level economic efficiency
in China. Furthermore, the channels through which this environmental regulation took effect is analyzed. The
dynamic Olley-Pakes method is introduced to decompose the components of city’ s manufacturing productivity,
so0 as to explore how the regulation policy affect these components. The paper finds that, compared with cities
with low emission reduction targets, the TFP of cities with high emission reduction targets was 8. 8% higher on
average in the short run after the implementation of the policy. It is argued that this citydevel TFP increase
was mainly due to the improving of the TFP of surviving enterprises and hindering the entry of low-TFP enter—
prises as a result of this policy. However, the policy also causes withdrawal of some enterprises with high TFP
and the inefficiency of resource allocation. These findings could help local governments to clarify the relation—
ship between environmental regulation and city economic efficiency and promote more effective implementation
of the central government’ s environmental protection policies.

Key words: environmental regulation; total factor productivity; Porter Hypothesis; enterprise evolution;
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Attacted Table 1 COD emission reductions during the Eleventh Five-Year

PN 2005 AEHECR / 2010 AE45E ] 5/ WAk / 2005 4 GRP/ A B HE
(J1Y (J1y (@) (f¢78) (U EHJin)
T g 14.3 12.2 2.1 612.61 0.343
I 107 94 13 3984.1 0.326
WorE 89.5 80.5 9 6 596.1 0.136
i g 38.7 33.6 5.1 4230.53 0.121
oAk 40.7 36.5 4.2 3 620.27 0.116
ST 64.4 56. 1 8.3 8 047.26 0.103
WA 66. 1 56. 1 10 10 012. 11 0. 100
SR 50.4 45.2 5.2 5513.7 0.094
Be 7 35 31.5 3.5 3933.72 0.089
N 26.9 23.9 3 3 467.72 0.087
5O 22.6 21 1.6 2 005.42 0.080
L 96.6 82 14.6 18 598. 69 0.079
woOw 72.1 64.3 7.8 10 587.42 0.074
Hfr 18.2 16.8 1.4 1.933.98 0.072
I & 105.8 89.9 15.9 22 557.37 0.070
Wi 59.5 50.5 9 13 417.68 0.067
TS 77 65.5 11.5 18 366. 87 0.063
v 45.7 43.4 2.3 4 056.76 0.057
7O 44.4 41.5 2.9 5350.17 0.054
oo 78.3 74.4 3.9 7 385.11 0.053
S 29.7 27.7 2 3905.03 0.051
3 30.4 25.9 4.5 9 247.66 0.049
WA 61.6 58.5 3.1 6 590.19 0.047
S 28.5 27.1 1.4 3 462.73 0.040
Ko 14.6 13.2 1.4 3905. 64 0.036
foog 39.4 37.5 1.9 6 554.69 0.029
b = 11.6 9.9 1.7 6 969.52 0.024
T3} 9.5 9.5 0 918.75 0. 000
WO 7.2 7.2 0 543.32 0.000
[T 1.4 1.4 0 248.8 0. 000
oo 27.1 27.1 0 2604.19 0. 000




