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Abstract: We construct a general equilibrium model with Stone-Geary type demand structure to ana-
lyze the impact of environmental regulation policy on product quality, price and consumer welfare. The
model analysis shows that; the strengthening of environmental regulation will improve the quality of prod-
ucts, but the increase in cost will not be fully transferred to consumers. Furthermore. there is an optimal
level of environmental regulation which can achieve the compatibility between the reduction of enterprise e-
mission and improvement of consumer welfare. Trade openness has a positive effect in promoting the im-
pact of environmental regulation on product quality and consumer welfare.
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