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Impact of Environmental Regulation on the Upgrading of
Global Value Chain: Promoting or Inhibiting

— Mediation Effects Based on LLow Carbon TFP
XU Dong-lan, ZHANG Min

Abstract: With the deepening of the international division of labor and the deterioration of environmen-
tal damage, is it possible to realize the win-win situation of environmental governance and enhancement
of the position of GVC by strengthening environmental regulation This paper focuses on the impact of
environmental regulation on GVC position and its transmission mechanism. Based on the panel data of 40
countries from 2007 to 2014, the paper makes calculations and econometric regressions by using a multi-
national input-output model, EBM-Malmquist index, system GMM, and mediation effect model It is
found that there is a U-shaped relationship between the impact of environmental regulation and GVC po-
sition, which is attributed to the combined effect of cost-based and innovative compensation caused by
environmental regulations. Secondly, low carbon TFP as an intermediary variable plays an active role in
the process of environmental regulation affecting GVC position. Specifically, the scale efficiency and the
technological progress play positive roles in the upgrading of GVC while the environmental improvement
efficiency plays a negative role, and the pure technical efficiency doesn’t play a significant role In addi-
tion, capital deepening and foreign direct investment have promoted GVC position, while patent tech-
nology and export scale have played negative roles. Therefore, it is known that strict environmental reg-
ulations will be conducive to the realization of the green upgrading of GVC in the long term.

Key words: global value chain; environmental regulation; low carbon total factor productivity; media-

tion effects model; dynamic EBM-Malmquist index



