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A Study of the Influences of Different Environmental Laws’ Adjustment

Mechanisms on Enterprises’ Financial Performance

Xiao Yanfei, Liao Shuanghong, Wu Yanping

Abstract: The enforcement of environmental laws increases the production costs of sewage
enterprises. To realize a win-win situation of “abiding by laws and financial performance” for
enterprises, it is necessary to make clear the nature and degrees of influences of different
environmental laws’ adjustment mechanisms on enterprises’ financial performance and distinguish
the intermediary factors of relevant influences. Based on the key intermediary role of R&.D input,
different environmental laws’ adjustment mechanisms on enterprises’ financial performance are
compared and analyzed. Taking the heavy pollution industry as an example, selecting 251 listed
A-share companies as research samples, this article constructs the model of mediating effects
among the implementation strength, R&.D input and enterprises’ performance of different
environmental laws’ adjustment mechanisms. Empirical results show that the market incentive
environmental law’s adjustment mechanism has significant negative impacts on the short-term
financial performance of the enterprises, while R&D input plays an intermediary role and has
significant yet unconspicuous positive impacts on the long-term financial performance of the
enterprises; command-control type environmental law’s adjustment mechanism exerts obvious
negative impacts on the long-term financial performance of the enterprises with the unconspicuous
intermediary effect of R&.D input. The research results provide value of policy guidance. The
effective combination of different environmental laws’ adjustment mechanisms is the powerful
guarantee for the win-win of enterprise and environmental protection by the government.

Keywords: environmental laws’ adjustment mechanisms; financial performance; R&.D input;

mediating effects
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