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Environmental regulation induced innovation

and growth of green productivity in China
XIE Ronghui

( Faculty of Management and Economics Dalian University of Technology Dalian 116024 China)

Abstract: This paper employs a two-step model to examine the impact of environmental regulation on environmentally in—
duced innovation and non-environmentally induced innovation as well as the impact of induced innovation on green productiv—
ity growth with provincialHevel data during 2000—2012. The results show that the environmental regulation significantly pro—
motes both the total R&D and non-environmental R&D  while it is negatively related to environmental R&D. The induced in—
novation has a significantly positive effect on green productivity growth indicating that environmental regulation has positive
indirect effect on green productivity which is mainly contribution of non-environmental technology innovation. It indicates
that our conclusion supports the Porter hypothesis to some extent but with certain conditions. Furthermore the direct impact
of environmental regulation on green productivity is negative in the short term but it’s possible to achieve of a “win-win” of
environmental protection and competitiveness. Therefore the incentive of environmental regulatory for technological innova—
tion should be one of the primary factors to consider when we design the environmental regulatory policies in the future.

Key words: environmental regulation; induced innovation; green productivity; two-step model; environmental R&D in—

put



