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On Factors Influencing Wage Distortion
in Chinese Industrial Sectors: A Perspective
of Environmental Regulation

Yang Zhenbing, Zhang Cheng

(School of Economics, Nankai University, Tianjin 300071, China)

Abstract: There are many factors influencing wage distortion in Chinese industrial
sectors, but the existing research from a perspective of environmental regulation is rela-
tively rare. This paper employs SFA method based on trans-log production function to esti-
mate wage distortion index in industrial sectors from 2001 to 2012, and systematically in-
vestigates the impacts of factors like environmental regulation on wage distortion by using
systematic GMM method that can effectively control the endogeneity.It comes to the con-
clusions as follows: firstly, in the sample period there is a downward distortion phenome-
non that real wages of almost all industrial sectors are lower than marginal labor produc-
tivity, and wage distortion index experiences an inverted U-shape evolution trend; and
there are large differences in wage distortion degree among different sectors; secondly. the
rise in environmental regulation intensity enhances marginal products value of labor, and
restrains the real wage growth, thereby intensifying the degree of wage distortion; third-
ly, the rise in factors such as industry competition intensity, innovation investment, the
proportion of foreign capital and the degree of industry capitalization helps to alleviate the
wage distortion. Severe environmental pollution requires environmental regulation, deteri-
orating the degree of wage distortion, so our government needs to introduce relevant auxil-
iary policies to maintain competition order of production elements market.

Key words: environmental regulation; wage distortion; stochastic frontier analysis;

dynamic panel model; industrial sector
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