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{ Abstract |}

The purpose of this paper is to clarify the main components of economic growth and the effects
of environmental factorson productivity by comparing traditional productivity growth and
environmentally-adjusted productivity growth in 28 Chinese regions based on growth accounting
analysis. To do this, we measured the shadow prices of SOx for the 28 Chinese regions. This study
found that the annualized growth rate of output in the 28 Chinese regions was almost 10.07% for
1999-2005, though the growth rate was higher in the eastern region than in the middle and western
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regions. The average traditional productivity was 3.58%, again with the eastern region showing the
highest level. The average environmentally-adjusted productivity of the three regions was about 3.56%,
which is similar to the level of traditional productivity. This implies that activities regarding pollution
reductions in the 28 Chinese regions have not been practiced, even though environmental regulations
have been strengthened. Therefore, the regional and central governments should strengthen
environmental regulations and strictly enforce them.

1 Keywords | Growth Accounting Analysis, Environmentally-Adjusted Productivity,Integrated
QOutput, Shadow Price of Pollution
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