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Fiscal Decentralization and Environmental Pollution:

Evidence from Data on Province level in China

Yang Ruilong Zhang Quan Zhou Ye’an

(School of Economics, Renmin University of China )
Abstract: In this paper, the authors use dynamic panel data model to analysis the impact on
environment quality by China’s fiscal decentralization reform. The existing literatures usually
emphasize the positive effect on economic growth, but the environmental quality also faster
decreasing as well as economic growth. So we should study the environmental cost introduced by
the reform. Using panel data on province level, covering the period from 1996 to 2004, we examine
the relationship of fiscal decentralization and environmental pollution in China. Evidence strongly
supports the negative effect from fiscal decentralization on environmental quality. We also find age
composition of population. education level of population and urbanization contribute to the
environmental quality determination. These findings are helpful for policy makers to have a
reasonable design of the future environmental policy and the next-stage reform package.
Key Words: Fiscal decentralization; Public preference; Environmental pollution; Dynamic panel
model
JEL Classification: C23,H77,Q5,D78
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