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The impact of regulation capture on environmental

efficiency in the context of institutional environment
LI Yushan', LU Yuanquan®’, WANG Lina’, LU Min*

(1. School of Business Administration, Chongqing Technology and Business University ,
Chongqing 400067, P. R. China; 2. School of Public Policy and Adminisiration ,
Chongqing University ,Chongqing 400044, P. R. China; 3. School of Economics and Management,
Chongqing Normal University, Chongqging 401331, P. R. China; 4. Faculty of Agronomy
Jilin Agricultural University, Changchun 130118, P. R. China)

Abstract: Exploring the causes of environmental inefficiency caused by regulatory capture is a necessary
prerequisite for promoting the green development of China’s economy. Practice activities to improve
environmental efficiency in diversified contexts are inseparable from the institutional environment on which they
rely. The article analyzes the mechanism of regulatory capture affecting regional environmental efficiency in the
context of institutional environment from a theoretical level, using China’s inter-provincial panel data, and
based on the environmental efficiency comprehensively calculated by the SBM model, and conducts an
empirical investigation on the impact of regulatory capture on environmental efficiency and the heterogeneous
effect of institutional environment (including the quality of government and the legal environment) regulating
the relationship between the two. Results show that: regulatory capture significantly inhibited the improvement
of regional environmental efficiency. The institutional environment positively regulates the impact of regulatory
capture on environmental efficiency, that is, the institutional environment corrects the negative relationship
between regulatory capture and environmental efficiency. The regulatory effect of the level of legal system is
more prominent in areas with low government quality and good legal environment, and local governments can
play a more corrective role in areas with high government quality and poor legal environment. Only when the
institutional environment exceeds a certain critical value will the restraining effect of regulatory capture on
environmental efficiency be weakened. Therefore, attention should be paid to the distorting effect of regulatory
capture on the regulatory restraint process, and the regulatory role of government quality and legal environment
in shaping regulatory order and improving environmental efficiency should be fully utilized, so as to optimize the
institutional environment and promote the win—win development of regional green economy.

Key words: regulatory capture; institutional environment; government quality; legal environment;

environmental efficiency
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