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Intergovernmental Division of Environmental Authority and
Pollution Governance: A Study Based on the Verticalization
Reform of Sub-Provincial Environmental Protection

Agencies

MA Guangrong, LIU Mengxin, QI Qingyuan

(Renmin University of China, 100872)

Summary: In September 2016, the State Council issued the Guidance on the Pilot Reform of
the Vertical Management System for Monitoring, Supervision and Enforcement of Environmental
Protection Agencies Below the Provincial Level, which piloted the vertical management, which
attempts to break the behavioral constraints of local governments on environmental protection
departments at the same level by taking up the environmental affairs powers of municipal and
county governments, promotes the transformation of government from local to overall
environmental interests, and forms a long-term mechanism for local governments to strengthen
environmental governance on this basis, which is an important innovation in China's attempt to
optimize environmental governance through the government's vertical environmental management
system.

This paper uses the inauguration of provincial environmental monitoring centers in
municipalities as the time point for the completion of the verticalization reform of environmental
protection agencies at the prefecture level, and the results of the study show that the verticalization
reform of environmental protection agencies significantly reduces regional PM10 and PM2.5 levels.
At the same time, the reform will curb air pollution by enhancing regional environmental regulation
and corporate investment in environmental protection. The air pollution reduction effect of the
verticalization reform of environmental protection agencies is weakened in prefecture-level cities
with high economic development pressure, indicating that the verticalization reform of
environmental protection agencies needs to further improve the supporting measures for reform.
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The policy implications of this paper are as follows: First, considering the centralization of
monitoring authority to the provincial government in the context of domain-specific authority, and
the assumption of implementation authority by sub-provincial level governments, thus building a
relatively centralized management system of provincial governments under the framework of
central-to-local decentralization. Second, considering the principles of incentive compatibility,
externality and information complexity in the division of powers, the powers that are difficult to
incentivize compatibility and benefit a large scope, as well as the data collection powers used to
assess local government indicators, should be transferred to higher levels of government; the powers
with higher information complexity should be retained to local governments. Third, the reform
supporting measures should be improved. Vertical management reform should improve the
independence of the regulatory agencies, focus on improving the reform of the relevant supporting
measures, the need to further increase the proportion of the environment in the assessment indicators
of officials, in order to completely break the same level of local government administrative
intervention in environmental protection departments.

Keywords: Environmental Authority, Environmental Protection Agency Reform, Vertical
Management System, Air Pollution
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