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Financial inclusive development economic growth and carbon emissions in China

ZHU Dong-bo' > REN Li* LIU Yu®

(1. College of Economic and Management Southwest University Chongqing 400715 China; 2. Economic Research Centre
Southwest University Chongqing 400715 China; 3. School of Econonics Xiamen University Xiamen Fujian 361005 China)

Abstract Since the reform and opening up policy was adopted China has experienced a booming economic growth which provides a
important material basis for the development. However the noneffective development of economy has led to a serious environmental
concern. As the core of modern economic development finance is a necessary support for low-carbon economy in China. Based on
investigating the mechanism of financial inclusive development and economic growth on carbon emissions this paper puts forward four
hypotheses: (D) there may exist two possible effects( positive or negative) of financial inclusive development on carbon emissions the
final effect depends on the relative size of the two effects; @) the environmental kuznets curve hypothesis is not robust which is
associated the selection of method of measurement and research areas; (@) there may exist threshold effect on the impact of financial
inclusive development on carbon emissions at different stages of economic development; (@) spatial heterogeneity has a significant effect
on the relationship between financial development and carbon emissions. Based on the calculation of financial inclusion development
index and carbon emissions this paper constructed dynamic panel model and panel threshold model and applied estimation methods
such as system GMM fixed effect and random effect using provincial panel data. We tested the proposed hypothesis within the east
central and west China respectively. The following conclusions are obtained: () China’ s financial development shows regional
characteristics and financial development in the east China is clearly superior to that of the west and central; 2) China’ s current
financial development has a contribution to reducing emission and promotes the development of low-carbon economy; 3 the emission
reduction effect of financial development is gradually weakened when financial development is the threshold variable; @) the emission
reduction effect of financial development is gradually increased when economic growth is a threshold variable; (5) Spatial heterogeneity
can impact the relationship between financial development and carbon emissions: financial inclusive development contributes to
reducing emission in central and west China but leads to increased emission in the east China. At last we give policy suggestions on
strengthening the role of finance in the low-carbon economy development.

Key words financial inclusive development; economic growth; low-earbon economy; panel threshold model; spatial heterogeneity
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