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Chinese-style fiscal decentralization and environmental pollution based on
revealing the economic causes of mass disturbances and

civil disorder surrounding environmental pollution
PENG Xiaobing, TU Junru
(School of Public Affairs, Chongqing University, Chongqging 400044, P. R. China)

Abstract: The close combination of fiscal decentralization and political centralization is the core connotation of
Chinese-style fiscal decentralization. This paper tries to explain the China’ s environmental pollution based upon the
perspective of Chinese-style fiscal decentralization, and reveals the incentive distortions to local government by fis-
cal decentralization. Utilizing the provincial panel data from 1998 to 2012, using entropy evaluation method to
measure environmental pollution index and setting fiscal decentralization index, local government competition index
and control variables such as industrial structure, foreign trade dependence and foreign direct investment, the paper
studies the effect of Chinese-style fiscal decentralization on environmental pollution by establishing econometric
model. The empirical results show that Environmental Kuznets Curve has existed in China, and Chinese-style fiscal
decentralization and its incentive distortions to local government cause the deterioration of environmental quality,
and the degree of environment pollution will get worse with the enhancement of fiscal decentralization and the grow-
ing competition among local governments. Further study of differences in east, central and west regions shows that
there exists marked regional difference of the effect of fiscal decentralization on environmental pollution among dif-
ferent regions. The study finds that the impact of Chinese-style fiscal decentralization on central and west region is
more than the eastern region, and the central and west region is more susceptible to the industrial structure, foreign
trade dependence and foreign direct investment.

Key words: Chinese-style fiscal decentralization; environmental pollution; local government competition; En-

vironmental Kuznets Curve; mass disturbances and civil disorder surrounding environmental pollution

(%4 MR g)



