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The Impact of Government Driven Urbanization on Enterprise Pollution
Emission

LIU Wei', ZHOU Jingyi**, YANG Xia®
(1. International Business College, South China Normal University, Guangzhou 510631, China; 2. School of Accounting,
Guangdong University of Finance, Guangzhou 510521, China; 3. School of Economics & Trade, Guangdong University of Finance,
Guangzhou 510521, China)

Abstract: Currently, excessive resource consumption and environmental degradation have become obstacles to China’s sustainable
economic and social development. Although the existing research has explored the governance mechanism of environmental
pollution from many aspects, there is insufficient attention to the important macro policy of government driven urbanization. This paper
examines the impact of government driven urbanization on enterprise pollution emissions by taking the panel data of China’s industrial
enterprises as the research sample, and employing the quasi-natural experiment of county-to-district reform to construct a difference-
in-difference model. The empirical results show that government driven urbanization reduces enterprise pollution emissions, that is,
government driven urbanization has “governance effect” on enterprise pollution emissions. Heterogeneity analyses show that the
“governance effect” of the “county-to-district” on enterprise pollution emissions comes from the actively promoted “county-to-district”
reform rather than the passively being promoted one. Compared with the non-heavy polluting industries and enterprises belonging to
the above county level, the “governance effect” of the county-to-district reform on enterprise pollution emission for the heavy polluting
industries and enterprises belonging to the below county level is stronger. Mechanism tests show that county-to-district reform reduces
the counties’ fiscal revenue and expenditure productive infrastructure, but increases expenditure on the people’s wellbeing, which
indicates that the counties’ economic incentives after the county-to-district reforms is weakened and the fiscal expenditure goal have
also changed from infrastructure construction to public services. It helps to control the pollution emission of enterprises.

Keywords: government driven urbanization; enterprise pollution emission; county-to- district
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