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ER —0.004 4**  —0.0007 —0.0085""* —0,0000""" —0, 004 2" —0 0710*"* —0. 006 4***
(—2.000 (=005 (=271 (=282  (—L93)  (—2672)  (—293)
ER’ 0. 000 6*** 0. 000 3" 0. 000 8*** 0. 000 0*** 0. 000 5"~ 0. 002 9*** 0. 000 6***
(5. 05) (1 81) (3.73) (2. 80) (4. 98) (14. 64) (5. 7D)
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(—1.75)
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(2. 05)
TFP —0.033 9% **
(—24. 22)
age 0.0052"**  —0.0009  0.0050"**  0,0000%  0.0052"** 0.0021°"* 0 0052"""
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Does Environmental Regulation Inhibit the Scale Expansion
of China’s Firms?
XU Bao-—chang, PAN Chang-wei, LI Si-hui

Abstract: The enhancement of environmental regulation intensity and firm scale expansion is an impor-
tant part of the strategic goal of “making environmental improvement and economic development achieve
a win-win situation”. Based on clarifying the impact of environmental regulation on firm scale and its mi-
cro-mechanism, this paper takes the data of Chinese manufacturing firms from 2003 to 2013 as the re-
search sample, and systematically evaluates the overall impact of environmental regulation on firm scale
and its influencing ways. The research finds that: the relationship between environmental regulation
and firm scale expansion is u-shaped, that is, the low intensity of environmental regulation inhibits the
expansion of firm scale, while the regulation beyond a certain intensity helps the expansion of firm
scale. Multiple robustness tests show that the u-shaped relationship between environmental regulation
and firm scale expansion is reliable. The test of impact mechanism shows that environmental regulation
affects the firm scale by influencing the financing cost, market share and productivity. The heterogeneity
test shows that the influence of environmental regulation on firm scale has certain regional differ-
ence. Studies have shown that the assumption of local government that environmental regulation execu-
tion will restrain local firm scale expansion is unreasonable. Therefore, the local government should, on
the one hand, promote both environmental regulation intensity and environmental pollution control, and
on the other hand, reduce the firm financing costs and promote firm scale expansion by increasing mar-
ket share and optimizing productivity.

Key words: environmental regulation; firm scale; firm financing cost; market share; productivity
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