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FeAH 1808 944 1 808 944 1808 944
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ATt o X AT DA D TR] 2540 5 | S e 1) R, 40 A% 2 A0 Tl FH H & o0 R bR v i A2 A0 4
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Is Consumption-driven Economic Growth
Environmentally Friendly?

Wu MingQin1 and Yuan Jia®
(1. South China Normal University, Guangdong 510000, China; 2. The University
of Macau, Macau 999078, China)

Abstract: Chinese government has adopted a rebalancing strategy in 2011, shifting from an

investment- to consumption-oriented growth model. An aim of this reform is for a "greener" de-

velopment mode, but relevant empirical evidence is slim. In this study, we propose an innova-

tive methodology to shed light on the environmental externalities of rebalancing. First, we use

air visibility across China to reflect air quality during 1984—2006. Second, with the daily visi-

bility data, we propose a weekend-effect regression model to difference out city-specific unob-

served heterogeneity. Third, we approximate local consumption intensity with the ratio of resi-

dential electricity usage over that of industries. To our surprise, the estimates suggest that the

pollution intensity of consumption activities has increased significantly over time. As a result,

rebalancing towards consumption is not necessarily more environment-friendly for China.
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72



