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Environmental Regulation and Economical Impact

Japan has very unique environmental regulation against Volatile Organic Compounds (VOC). The
regulation is combined with “command-and-control” and “voluntary” method. This paper examines
the impact of voluntary activity to reduce VOC by establishment on its performance using
establishment-level data of “Census of Manufactures” and “Pollutant Release and Transfer Register”
(PRTR). For comparison of establishment’s performance before/after the voluntary activity, we use
propensity score matching (PSM) and difference in differences (DID).

The estimated average treatment effect on the treated shows that establishments doing voluntary
activity increase their sales, value-added, total factor productivity (TFP), and capital productivity
more than the other firms not doing the activity. However the estimation result indicates that the

voluntary activity increases the amount of input.
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