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Environmental regulation distortion production efficiency loss

and regulation objects selective protection
XU Zhiwei

( Business School Tianjin University of Finance and Economics Tianjin 300222 China)

Abstract: With the environmental protection gradually becoming a rigid constraint of local social and economic
development environmental regulation has increasingly evolved into an important resource allocation policy tool. It makes a
strong impact on the behavior and performance of different economic entities with the strength heterogeneity among the
different regions industries and enterprises. However few literatures have studied the environmental regulation heterogeneity
and its impact from the perspective of factor price relative distortion. By making environmental regulation variable endogenous
into the enterprise production process and one by one adding the regulation distortion from the enterprise-industry-area three
dimensions the article takes the collection of Chinas sewage charges from 2001 to 2015 as a research object to observing the
degree of regulation distortion and the loss of production efficiency in 30 provinces of China from the angle of production factor
price comparison effect. On this basis the article continues to examine the relationship between selective protection and
regulation distortion. We find that there is a relatively long-term regulation insufficient distorted in China which is
particularly evident in some central and western provinces. Meanwhile there is a scissors gap between the regulation
distortion and the production efficiency loss. With the deepening of distortion the production efficiency loss has been
declining gradually. Finally the industry selective protection leads to the lack of environmental regulation in the strict
government control industry which is the direct cause to regulation distortion and the role of ownership is not significant.

Key words: environmental regulation; distortion degree; production efficiency loss; ownership selective protection;

industry selective protection
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