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Study of Urban Environmental Pollution under Fiscal Decentralization System
— Empirical Data from 73 Cities in China

CHEN Baodong, DENG Xiaolan
( School of Finance and Economics, Xi’an Jiaotong University, Xi’an 710061, China )

Abstract: “Chinese-style separation of powers” not only brings miracle of economic development, but also exac-
erbate environmental pollution. In this paper, we conduct an empirical study of the relationship between fiscal
decentralization and environmental pollution of urban dimension using China’s 73 monitored environment cities
from 2003 to 2012 data as the study sample, and developing static panel and dynamic panel models. The results
show that both the revenue and expenditure decentralization will improve the level of emissions of pollutants;
the former is due to “collusion” and the latter is due to local officials’ spending tendency, and the former’s im-
pact is greater. The more important reason is the defect of officials’ assessment mechanisms; its reform is nec-
essary. Therefore, the existing local officials’ assessment mechanism should be changed, fiscal decentralization
be improved, the relationship between economic growth and environmental pollution be well handled, and envi-

ronmental quality be gradually improved through the optimization and promotion of industrial structure.
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