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Governmental Behavior, Corporate Opportunism, and Green Development
in Chinese Cities: A Comparative Study on High Fiscal Expenditure

and Strict Environmental Regulations
XU Ying'., ZHONG Aifen', ZHENG Jingren®
(1. School of Applied Economics, Renmin University of China;

(2. Internet Financing Center, Industrial and Commercial Bank of China)

Abstract: The effect of strengthening governmental regulations and increasing financial spending to
protect environment is often compromised by corporate opportunism. Based on the theories of
monopolistic competition and increasing return to scale, this article attempts to build a theoretical
model to analyze the mechanism of corporate opportunism and to evaluate its impact. The relevant
data from 100 Chinese cities tend to prove the following hypotheses: (1) stronger governmental
regulations and higher fiscal spending will reduce the level of corporate opportunism; (2) tough
regulations are necessary for high fiscal expenditure to produce a positive result in terms of overall
economic output; (3) high fiscal expenditure will enlarge the industrial scale of the environmental
protection, while the influence of environmental regulations is unclear in this regard; (4) both
high fiscal expenditure and strong environmental regulations will reduce pollution emissions per unit
of output.

Key words: Corporate opportunism; Green development; Monopolistic competition
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