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Does Tightening Environmental Regulation Impede Technological
Innovation Upgrading of Manufacturing Industries in China?
— An Empirical Re-Examination on Porter Hypothesis

YU Donghua HU Yanan
( School of Economics Shandong University Jinan 250100 China)

Abstract: In order to reverse the trend of ecological environment deterioration the administration has strengthened the
intensity of the environmental regulation and management in recent years. It is worth attention whether the tightening environ—
mental regulation impedes promotion in technological innovation and weakens the comparative advantage of manufacturing in—
dustry in China. Based on panel data of 28 manufacturing industries in China between 2004—2013 this paper researches the
impacts of environmental regulation on technological innovation of manufacturing industries in different pollution degrees both
from the angles of time and intensity combined with the synthetically index method to measure the strength of environmental
regulation. The results show that environmental regulation remains harmful to the creativity of heavy pollution industry during
the current and lagging periods but it is beneficial for the moderate pollution industry. The relationship between the environ—
mental regulation and mild pollution industry appears U-shaped from time dimension and ‘broken line” from intensity dimen—
sion. There exists significant threshold effect of environmental regulation strength and optimal regulation interval for different
pollution industries. The conclusion is that administration should formulate environmental regulation measures according to
pollution degrees product characteristics and creativity of various industries.

Key words: environmental regulation; technological innovation; Porter hypothesis; threshold effect; optimal regulation interval



