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Environmental Decentralization and Firm TFP .
Evidence from the Data of Chinese Manufacturing Enterprises
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Abstract: Under the background of current reform of environmental decentralization,
it is particularly important to find out a reasonable environment regulation way to alleviate
the non-harmonious relationship between environment regulation and firm TFP growth.
This paper introduces environmental decentralization into the model of firm productivity
growth decisions, and analyzes the effect of environmental decentralization on local firm
productivity growth decisions in the monopolistic competition environment. It makes an
empirical analysis and concludes that there is an inverse U-shape relationship between envi-
ronmental decentralization and local firm TFP. It also makes a robustness test through the
methods of sub-sample, alternative variables and empirical test and the conclusions are
still very robust. Therefore, it argues that governments should increase the spending and
duty scope in the central environmental affairs, and firms should improve TFP through
technology innovation and avoid the effect of environment factors on firm development.

Key words: environmental decentralization; TFP; manufacturing

(THE% B & k)
(E#% 132 W) points out that foreign capital entry in distribution industry has effects on
the employment mainly through commercial agglomeration effect, market competition
effect, labor redistribution effect and circulation channel reconstruction effect, and the em-
ployment effect of foreign capital entry in distribution industry stems from the effect on do-
mestic wholesale industry. It argues that we’d better attach importance to the “employment
traps” of foreign capital entry in distribution industry, and during quite a long time, there is
a negative crowing-out employment effect in most areas of China in distribution industry.
This conclusion has certain significance to the attitudes and policies for attracting foreign
capital in different regions, especially for the small cities and counties.

Key words: foreign capital entry in distribution industry; employment effect; threshold
regression
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