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How Does the Vertical Management Reform of Environmental Pro -
tection Improve Residents’ Welfare?
FAN Xiao-min, LIU Zhong-qiang

Abstract: In the modernization process of harmonious coexistence between humanity and nature, the Verti-
cal Management Reform of Environmental Protection, as a fundamental reform in the construction of the eco-
logical civilization system, enhances the efficiency of grassroots environmental governance, but whether it
also contributes to improving residents’ welfare has not received sufficient attention in existing studies. Based
on panel data from 266 prefecture-level cities in China during 2011-2022, this paper employs a progressive
difference-in-differences (DID) method to conduct an in-depth exploration of the impact, mechanism, and
heterogeneous characteristics of the Environmental Vertical Management Reform (EVMR) on residents’
welfare. The findings suggest that EVMR significantly improves residents’ welfare, and this effect remains
valid after a series of robustness tests. Mechanism tests indicate that EVMR enhances residents’ welfare
through three channels: first, by strengthening local governments’ motives for environmental governance
and increasing their environmental governance actions to improve regional environmental quality ; second, by
forcing local governments to transform their environmental governance thinking to drive the expansion of
green industries and the accumulation of human capital to optimize regional economic cycles; third, by stimu-
lating the optimal allocation of land resource and the upgrading of the business environment to boost the sup-
ply of public goods. Heterogeneity analysis indicates that the welfare improvement effect of EVMR is more
pronounced in cities facing greater fiscal pressures, higher levels of environmental pollution, and those
located in inter-provincial border areas. This study provides a new perspective for improving people’s well-
being by optimizing the environmental governance systems.

Key words: vertical management reform of environmental protection; residents’ welfare; environmental

governance; economic cycle; public goods supply
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