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Abstract Based on the data of the Annual Census of Enterprises and social-economic data of counties, this article
constructs a panel-DID model to investigate the impact of “Two Control Zones” policy on enterprises that
discharge water pollution in China. It is found that the “Two Control Zones” policy has a significant impact on
water pollution enterprises, resulting in a significant decline in the growth rates of output, newly-built enterprises
and the number of existing enterprises in all counties. Moreover, the impact of the “Two Control Zones” policy on
enterprises that discharge water pollution is continuous. In the face of the impact of the “Two Control Zones”
policy, enterprises that discharge water pollution located in economically developed areas are more affected. When
analyzing the initial factors affecting the effect of the policy, it is found that the effect of the “Two Control Zones”
policy is more prominent in areas with high education level, high population density, high average wage and large
proportion of the secondary industry. Based on the above conclusions, this article holds that the policy of “Two
Control Zones” has restrained the aggravation of pollution, and its economic cost is reflected in increasing the
burden of water pollution enterprises and slowing down the growth rate of output. However, the magnitude of the
increase in social welfare brought about by the reduction of pollution and the slowdown in the growth of enterprise
output need to be further assessed.
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Average output (a) and output growth rate (b) of enterprises discharging water pollution in China during 1998-2006
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Fig. 2 Proportion of different registered enterprises in the “Two Control Zones” and “Non Two Control Zones”
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Table 1 Descriptive statistics of variables

At B H)fE b2 /M KA (E%N
RHERGUK TS el Bt A 45.8700 86.6000 1 1669 15743
FHE RGO KI5 Ye Al B A 10.3800 17.4700 1 281 13885
A BYOK TG Yt = H TioG 3947000 10200000 341 294000000 15743
FHERGUK TG YA EOE K % i 0.1960 1.4490 -0.9930 70.0000 15743
A B GO K TS Y il B Ko i 0.3310 1.1910 ~0.9420 23.0000 12750
FHERGUK TG Yl - R % fi 0.6450 3.9260 -0.9990 110.4000 15743
A¥ GDP(log) JG 9.2190 0.8030 7.2890 12.6000 15743
[ 5 B 42 %5 (log) Jiot 11.7500 1.1480 7.5350 15.7700 15743
SEBRFIIANSE 4 i (log) UESH 8.7820 1.9850 2.3980 13.4700 15743
PNIINGE N PN 52130 5.5340 1.1000 54.8800 15743
FHERGUK TGl = A & EK G R B E R A7 0.0005 0.0010 0.0000 0.0206 15743

B Kk B P ESRTTGE IR ) LB Tl Al R

x2 WERMNPEEEKTREWFEEKER Panel-DID HE it R
Table 2 Panel-DID model estimation results of “Two Control Zones” policy
on water pollution enterprises’ output growth rate in China

il AR it R AR R AKTs Y inll T EIG R R

A A R —0.3949%* —0.3949%* —0.3936%* —0.4149%* —0.4237%* —0.4270%*
_____________________________________________ (01818) _(0.1827) _ (0.188)  _ (0.1947) (02002 ___ (0.2016)

A GDP(log) -0.0006 0.0030 -0.0721 -0.0670 —0.1246
___________________________________________________________ (03213) (03233 (03102) (03119 (03146)
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e \O0488) 0.0467) 0.0467) . (0.0466)

AV W o) 0.1119 0.1160 0.0901
______________________________________________________________________________________ (0.0858) __ (0.0884)  _(00916)
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____________________________________________________________________________________________________ 0.0075) . _(0.0079)
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Table 3  Panel-DID model estimation of the impact of “Two Control Zones” on enterprises discharging water pollution in China

LiREE - \ - " - —
KT YAl = (3 K % IKIG Y R R R K TS YAl B R

AR R T EOR b fE —0.4270" (0.2016) —0.1862" (0.1045) —0.1503" (0.0855)
A3 GDP(log) —0.1246 (0.3146) —0.0194 (0.0925) -0.2395" (0.1143)
SEBRA AN 4 i (log) —0.0220 (0.0466) 0.0087 (0.0130) —0.0023 (0.0355)
i 58 9 =4 52 (log) 0.0901 (0.0916) 0.1019™ (0.0450) 0.0334 (0.0529)
PNIINEUN ¢ -0.0169"" (0.0079) -0.0101""" (0.0033) 0.0054 (0.0046)
BB GATY i A EK TS YA T Ay 8 908.1788""" (204.9822) 63.0130 (46.5467) —58.0388 (48.2147)
AR AN A BRI BRI RECY
H(O)EE RO REC ] el RECS
HHOT REC ] el RECS
HEA R 15743 15743 12764
B 2305 2305 2186
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Table 4 Sustainable influence of “Two Control Zones” on enterprises discharging water pollution in China
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Table 5 Samples of “Two Control Zones” grouped according to the output growth rate of water pollution industry
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Table 6 The influence of “Two Control Zones” policy
on different sub samples: fixed effect model
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