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Does Environmental Regulation Increase the Market Power
of Enterprises

— On the Existence of Unfair Competition
TIAN Lulu, HAN Chao

Abstract: Balancing the relationship between economic development and environmental governance has
become an important issue concerned by the government. This paper takes industrial cleaner production
policy as an example to evaluate the impact of environmental regulation on market power and discusses
the possible unfair competition problems. Results show that the market power of regulated enterprises
has been improved significantly; compared with clean enterprises, the market power of polluting enter-
prises is higher under the environmental regulation policy, and the emission intensity will be combined
with the policy to improve the market power of enterprises; State-owned enterprises (especially state-
owned central enterprises), capital intensity and age of enterprises have a positive impact on the im-
provement of market power, and these also could be combined with policies to further strengthen the
effect. Although the firm scale and foreign capital enterprises have a negative influence on the market
power, they have a positive influence when combined with the policy. The corporate tax burden does not
have a direct impact but could indirectly increase market power when combined with policies In addi-
tion, by controlling the internal productivity, the paper indirectly verified the unfair market power im-
provement caused by imperfect policies. Therefore, while paying attention to the effect of environmental
governance, we should also pay full attention to the economic impact brought by policies, and give con-
sideration to the concept of fair competition while effectively governing the environment,

Key words: environmental regulation; market power; markup; fair competition



