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Impact of Environmental Regulation on Employment .
Based on the Perspective of Chinese Industry Heterogeneity
Qin Nan', Liu Lihua * and Sun Zao®
(1:Hangzhou Central Sub—branch,the People’s Bank of China
2:School of Economics and Finance of Xi’ an Jiaotong University )
Abstract: This paper analyzes how environment regulation affected different industrials
theoretically by taking environment regulation as input factors’ price into the mathematical model.
Using improved entropy method, we analyze how environmental regulation affected employment
with the panel data of 37 industrial divisions from 2007 to 2014 on the basis of industry
classification. The results reveal that the employment effect of environmental regulation is followed
by significant industry heterogeneity. In heavily polluted industries, it shows a U — shaped
relationship between environmental regulation and employment, while in moderate and light —
polluted industries, it presents an inverted U—shaped relationship. Besides, the rising in the share
of labor cost and the declining of indusiry monopoly degree will lower the employment elasticity of
environmental regulation. This paper has profound policy implication: the government should
implement differentiated environmental policies, what’ s more, stricter environmental regulation
policy should be implemented on capital—intensive industries and monopoly industries to make the
most of employment driving effect of environment regulation.
Keywords: Environmental Regulation, Employment, Industry Heterogeneity, Dynamic Panel
JEL Classification: D21,L25,L51
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