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Insubsidy, =atreat, +3 othertreat, +y'Z, +6,+f, +¢, (17)

Horbr Insubsidy,, 524 M AR ARG £, o8 i 5 L5 R (16) M 1R,

BT AR Sy T3 2 A 9 (B 1 RIS 2 e A 0 A L BUAS S B M B AR Sl Al SR HE
G MR I A 7 AR A 4 S it 5 A Ml RS 1 28 L IGURE AM RE R S DA e B 1, Horh Al iy
FRASE 53 ) AR b 8 R AP N EROS 8 7 X e a  BSRABSE 1 7, BVRRABE 85 R Al & B A
AAR AT AR A T S (RN I8 4, A8 WU R EONZ B o E, RHH AR = (18) s

ROS, =aireat, +Streatsize ,+f3 othertreat, +y' Z,+6,+f, +&, (18)

H treatsize, J2 B RS 1 5 B 22 L0, A i 3 S 20 (14) A TR, O S E

DA RSP 4 € T 1o | A o == o ARV A D SN i DAER A DR S G A= X [ /NG5 @0 4 € T o

W Ah A SCR A T A7 Ml G AR 53 A 18 7 A 7 s 1) ST X T ol B i A S RS R 2 | LA
K i 2., 2004 4F A1 2008 4F (4 28 57 3 A AR S0 A 1 3 A0 i ATl AR T E IR S A A oll 9 35
NEAAEE AT N E L R AT b A 4R8I A S HR RS, AR SOR TS AR 1947 M 4% Al i, £l A%

D AT P I A P b o Y S5 A ) 2 2007 4F 7 A1 H R 2007 4F 10 H 1S LU SRR 5 TG
WA AR | B Ry S R )R R 2006 4F 10 A 15 S2HE I T I AR AR o AR SCEE IR1E R OE 2007 45
FRUR ST, 785 SCHIER AR VT 43, £ % b BEAT PR Al UL B

@ i AN TR0 4 A A o £ b RASEAS 5 i 25 5 | TR AR SCIA SR 2 A R AR e R R e RS
RRRIRF 2 S B o8 T A B B 80 A kil RS O 45

® ZILLRAT 2004 451 2008 A 1 E 2 U0 AT AR S AT B IR A B 0 BTl Al 508 T ko
A HEATAT AN AL PR Sy v R 2 5 0 A S AT B A T T AT AR Al O A TN R A Aol )
T Tl A ol a3 2 2 B S5 CACTE 500 T3 T UL Al A7 ol Bl v SR AS A S N AR A
b TR B 2 HEAT IR ARG 56 G S [T 09 4 SRR G 2 )G Tk R k2 0 4 R R R R 2 AR
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ZEVE ST AT G T A 7 B o SO AT Al 0 DA R AR P E A A 52 e 1A 07 B AN =X (19) s
y, =otreat, + othertreat, +y' Z, +6, +f, +&, (19)

ot TR i FRAT 13 A 0) ¢ BRGS0l R B T ol
A0 &5, e Aol &R 3 2062 4 T B IR S Al v N X (Innumber) R ATl B4l
TS AL 78l PR Al 18 S50 BSOS LAAE 178 RS 8 Al 32 A B85 X 2K (Ingemployment ) 26
7R treat, 1 othertreat, 5 2 Wi & SN, FURSK HLAT L 2 3 40, 7 S BLABF 25 B | 35l
A2 5K Innumber W A04E 3 300 AT Ml Ak T8 IR 2 1 4l 2 5 50 NN X (Inyemployment ) | G Y
EO AT XL (Inincome ) LA SR 2E AR DL _E 27 T7 o S 9 ) A N B ) L 48] (hemployment) , 59
il B A2 18 Inaemployment B AL HG 501 5 M A AKX 2L (Inincome ) FIR ZE AR DL 2% T3 o7 S 1Y) i
P NEL Y LG (hemployment ) 0, FRFGAE Ay [ 52 RONE | AR ] 45 A1 53 AN DR 7 171 22 A 7 e i 719 52 i i
AR 3 A (AT B 28 O, LAFE T % A7 M A Bl s 1] 225 A 1 oo o 1) 52 ) &, ARR BB HLAL B30,

2 MEREAA

RSB B L A4, 55— SR A O B SR 5L, 55— AR5 e T
b A Mk A P (1998—2007 4F) .

AR ST Y BOR AL RS 1 AL bR e T8 T AR PP AR AR R R HERObR v TRIKTE S AR RE D A
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BI85 ) 2003 AF LISRIL LA T 56 T 1 AR B AT ML bR v, Her 20 304 S IR 1] £ A SC AR
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H 2007 4F 7 A 1 HIL 54l T 2007 4F 7 H 1 HF KW 4 0 AiATl Z BT 220 A6 7, AAE S i
il BEAE R trear, FOBCE T, AR SCH 28 SR I DU SR A] A, e 2003 4F 6 H1 1 H 4% 2003 4F (245 2003
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)RR 1 #-ATIOE AR AR ETE SR 1 R

G IEN R PR R R 005 BRI T B R & R MIMUE 2 51 4 5 Tl FfE BRI B 7 N ih©)
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P [ 5 K Je R o 23 A 2 O AT RN St ) 2 B kg T I A A ) A% i U 3 T AR R R R AR I R R I R BB SR B
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*3 i i A TR AR Y SE R X 4 Ml ) T R Y i

(1) (2) (3) (4) (5) (6) (7 (8) 9) (10)

ROS ROS ROS ROS ROS ROS ROS ROS ROS ROS
treat 0.0078™ 0.0067"| 0.0058"| 0.0059"| 0.0057" 0.0054"| 0.0051"| 0.0052"| 0.0056" | 0.0053"
(0.0021) | (0.0022) [(0.0020) | (0.0020) |(0.0020) |(0.0019) |(0.0021) |(0.0020) |(0.0030) |(0.0022)
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export 0.0033™ 0.0034™ 0.0033™| 0.0033"| 0.0033™| 0.0044"
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Environmental Regulation, Corporate Profit Margins and Compliance Cost
Heterogeneity of Different Scale Enterprises
LONG Xiao-ning'?, WAN Wei’

(1. Wan Yannan Institute for Studies in Ecnomics of Xiamen University, Xiamen 361005, China;

2. School of Ecnomics of Xiamen University, Xiamen 361005, China)

Abstract: In this paper, we analyzed the impact of environmental regulation on the profitability of Chinese
manufacturing enterprises to test the “Porter hypothesis”. That is, whether environmental regulation can promote
innovation to improve the profitability of enterprises, so as to achieve a win-win situation between environmental
and economic development. This paper first established a theoretical model to analyze how environmental regulation
affects the return on sales of firms of different sizes. Found that environmental regulation could increase the return
on sales of large—scale firms with lower compliance costs, but would reduce the profit margins and number of
small-scale firms with higher compliance costs. To test the applicability of the theoretical model, we will implement
of the clean production standards as quasi—natural experiments, based on the data of China’s manufacturing
enterprises from 1998 to 2007, using DID method to analyze the impact of the implementation of cleaner
production standards on corporate profitability. The study found that the implementation of cleaner production
standards significantly increased the profitability of enterprises, but did not find the standard implementation in the
short term to promote business innovation or increase corporate subsidies. Further analysis found that the
implementation of cleaner production standards improved the scale of large enterprise’s profitability, reduced the
profitability of small-scale enterprises. Finally, this paper, using the 3-bit industry-level data of China’s economic
census in 2004 and 2008 and using DID method, found that the implementation of cleaner production standards
reduced the number of small-scale enterprises. So we believe that the “compliance cost heterogeneity”, which is
caused by the difference of firm sizes, rather than the “Porter hypothesis” can better explain the impact of cleaner
production standards on the profitability of China’s manufacturing enterprises. The findings of this paper help to
promote understanding of how environmental regulation affects corporate profitability.

Key Words: environmental regulation; clean production standards; compliance costs heterogeneity; corporate
profit margins; Porter hypothesis
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