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Environmental Information Disclosure and Markups of China’s
Export Firms. An Analysis on Influence Mechanism

and Resource Allocation Effect
LI Zhaohua FANG Ziwei

Abstract. This paper took China’s innovative environmental regulation measure, the
“Environmental Information Disclosure Measures ( Trial) 7, as a quasi-natural experi-
ment, and used the difference-in-difference method to investigate effects of environmental
information disclosure (EID) on markups of China’s export firms and uncovered its influ-
ence mechanism and resource allocation effect. We find that EID policy reduces markups
of China’s export firms in general, and its inhibition effect shows significant heterogeneity
in different firm ownership, pollution degree, geographical location, economic location
and regulation stringency. Due to the existence of cost incomplete pass-through effects, ex-
port firms have to bear parts of increased environmental costs that can’t be transferred,
thus reducing its markup level. Meanwhile, export firms would still adopt dynamic adjust-
ments such as improving product quality and alleviating financing constraints, to partially
offset the negative effect caused by the rising environmental costs; and further analysis
shows that the EID policy doesn’t significantly improve the resource allocation efficiency of
the whole industry in general, but it does show a significant misallocation-decreased effect
in the polluting industries. EID policy improves polluting industries’ markups at low
quantile and lowers markups at high quantile, which finally reduces the distribution dis-
persion of markups within polluting industries and elevates intra-industry resource
allocation efficiency.

Keywords: Environmental Information Disclosure; Export Firms’ Markups; Incom-

plete Cost Pass-through; Resource Allocation Effect
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