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Abstract Based on system-generalized method of moments (SYS-GMM), this paper analyzes the influence of
environmental regulation on the GTFP (green total factor productivity) of 37 industries in China during the period
of 2003-2015 by mearsuring the intermediate effect of liquidity ratio. The result shows that the compound annual
growth rate (CAGR) of GTFP among all industries was 6.8%. Technical development was the main contributor
ameliorating GTFP. GTFP of industries above designated size goes upward and then downward in accordance with
the stringency of environmental regulation. Short-term liquidity plays a role as intermediate variable, since it drops
as environmental regulation gets sticter, which leads to a rise in GTFP of industries. When environmental
regulation gets too strict for enterprises to comply with, their short-term liquidity ratio decreases significantly,
which brings financial risks and leads to a reduction of GTFP. These conclusions are of great significance for
government and enterprises to enact and comply with environmental and development strategies.

Key words environmental regulation; green total factor productivity (GTFP); short-term liquidity; mediating
effect; industry
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China’s green total factor productivity estimates and its decompostion in 2003-2015
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