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Is stronger punishment and reward system the main reason for

improving environment performance in China?

TANG Xiao ZHOU Shaoie LIU Yuan-hao HU An-gang
( School of Public Policy & Management Tsinghua University Beijing 100084 China)

Abstract During the 11th and 12th FiveYear Plan periods ( FYP) China’ s emission reduction indexes such as per unit GDP
energy consumption sulfur dioxide ( SO,) and chemical oxygen demand ( COD) emissions have all reached the expected targets
posing a sharp contrast with the failures of those goals in the 10th FYP. Current studies have the inconformity for the explanation of such
phenomenon at both macro and micro levels. Major reason for such difference maybe the fact that current research tends to attribute the
improvement on environment governance solely to the impact of formal institutions but ignores the positive effects resulting from informal
institutions. This paper conducts an empirical research from frame of principal —agent model which contains both formal and informal
incentives to test our argument. Hinged on the data of 717 questionnaires from government officials at different levels and tested with
structural equation model ( SEM)  this study shows that the 11 incentives created by formal institutions have no significant influence on
officials’ environmental governance performance. Obedience to the central government’ s guidance and superior officials’ attention
those incentives from informal institutions are found to have significant impacts on the improvement. There are two approaches for
informal institution to exert its impacts on environmental governance. In the first approach the feeling of pressure among local officials
becomes a mediator variable between informal institutions and officials’ environmental governance performance. Officials’ promotion
preference and obedience preference are positive adjustment variables where the strictness of implementing formal rulesis a negative
adjustment variable. The effect of informal institutions increases as officials have stronger promotion preference and the strictness of
formal incentives implementation declines. The mediate effect of pressure is positively influenced by officers’ obedience preference. In
the second pathway informal institution could also affect environmental performance directly and is adjusted by officers’ service
preference. Stronger such preference to be more influential of informal incentives would be. These findings help us to renew our
theoretical knowledge of China’ s policy implementation and government official incentives by explaining the previous theoretical
paradox and providing empirical evidence of how China’ s pressure-driven system operates.

Key words Five Year Plan; government official incentives; environmental governance; informal system
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