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The power of honor: can the title of “National Civilized City” promote

enterprise emissions reduction?
SHEN Renjun' > YANG Jie' DAI Chengyan' WANG Zhixiao'

(1. School of Economics and Business Administration Central China Normal University Wuhan 430079 China;
2. Research Center of Low-carbon Economy and Environmental Policies Central China Normal University
Wuhan 430079 China)

Abstract: Establishing a leadership responsibility system of environmental governance is the key solution to
fundamentally improve the ecological environment and this system not only requires the duty-punishment mechanism but
also needs an effective incentive mechanism. As the typical policy of stimulating incentives the selection of “National
Civilized City ” regards environmental improvement as the important consideration. Therefore it becomes the essential
approach to examine the effectiveness of this incentive mechanism that exploring whether or not the award of such title can
encourage local officials to strengthen enterprises emission reduction and create the power of honor. For this reason this
paper employs the pollution dataset of Chinese manufacturing firms from 1999 to 2008 and takes chemical oxygen demand
(COD) as an example to systematically evaluate the effects of “National Civilized City” selection on environmental
governance from a micro perspective. The research finds that after the regions obtain the “National Civilized City” the
emission reduction of COD can be significantly promoted which demonstrates the power of honor. This pollution reduction
effect is especially obvious to those firms controlled by state or foreign investors with large size operating in pollution
intensive industries and locating in eastern region. The working mechanism is that the award of “National Civilized City”
title has distinct characteristic of political incentives that can lead local officials with stronger political incentives to strengthen
enterprises emission reduction through technology development and introducing the green enterprises with high-quality. Using
the information of new firms this paper finds that the award of the title does not obtain pollution reduction at the cost of the
environment of the cities in vicinity and does not result in the geographical migration of pollution but instead encourages the
surrounding cities to introduce more green enterprises with high quality. This paper not only complements the existing
empirical test for the effectiveness of incentive stimulating environmental policy from the micro perspective but also provides
scientific evidence for establishing modern system of environmental governance and promoting green development.

Key words: incentive mechanism; civilized city; enterprises emission reduction; green development; difference-in—

differences; Chinese enterprises environmental statistic database



