UNIVERSITAS
GADJAH MADA

The Effect of Environmental Policy Stringency and Its Sub-Indices on CO2 Emissions: A Comparison
Across Income Levels
MUHAMMAD NAUFAL FAUZAN, Poppy Ismalina, M.Ec.Dev., Ph.D. Vi

Universitas Gadjah Mada, 2024 | Diunduh dari http://etd.repository.ugm.ac.id/

TABLE OF CONTENTS
COVER ... bbbttt b e nbeenn et e e ne e i
PERNYATAAN BEBAS PLAGIASI ......ccooiiiiie e iii
PREFACE ..ottt ettt nn e ne e iv
TABLE OF CONTENTS ..ottt e vi
LIST OF TABLES ...t ix
LIST OF FIGURES ..ot X
INTISARI ... be et e nnn e xi
ABSTRACT ...ttt et sne e reesnneenee s xii
CHAPTER I INTRODUCTION.......oooiiiiiiiiiieiie e 1
1.1 BacCKGIrOUNA.....c.coiiiiiieiie e 1
1.2 Research Problem Identification...........ccoouieiiiiiiieieciieese e 6
1.3 ResSearch QUESHION .......oiuieiiiiiiieiie et 7
1.4 Research ObBJECLIVE .......vcvviiiiiiiiiiic i 7
1.5 ReSearch MOtIVATION .......uieiuiiiiieiie et 7
1.6 Benefits 0f ReSEArCh .........cceiiiiiiiiiiiii e 8
1.7 Research ContribULION ..........cocueiiiiiiiieiiiiie e 9
1.8 Research Scope and Limitation ..........cccocviveiiiiiiieiieiinieseecsee e 9
1.9 ReSEArCh SIITUCLUIE ......eeiiiiiiiiiiie et 10
CHAPTER II LITERATURE REVIEW ..o 12
2.1 Theoretical FOUNAAtIONS .......ccoviiiiiiiiiiiieiie e 12



UNIVERSITAS

The Effect of Environmental Policy Stringency and Its Sub-Indices on CO2 Emissions: A Comparison
Across Income Levels )
MUHAMMAD NAUFAL FAUZAN, Poppy Ismalina, M.Ec.Dev., Ph.D. A2

Universitas Gadjah Mada, 2024 | Diunduh dari http://etd.repository.ugm.ac.id/

GADJAH MADA

2.1.1 The Environmental Policy Stringency (EPS) IndeX..........c.cccoovviininnne 12
2.1.2 How Policy Stringency Could Reduce CO2 Emissions............cccccueennee. 13

2.1.3 Different Effectiveness of Policy Stringency Across Income Level

Countries and Pollution Haven Hypothesis ..........cccoeviviiiiiiiiiiienn. 14

2.2 LIterature REVIEW .....ccoiiiiiiiiiiii ettt 17
CHAPTER III DATAAND METHOD ........ccoooiiiiiieiceceeee e 29
Bu1 DAt e 29
3.2 MethOdOIOZY ...cuviiieiiiiiesieee s 34
CHAPTER IV RESULTS ...ttt 37
4.1 Correlation between Variables ............ccovveiiiiiiieiiiiciee e 37
4.2 RESULL 1. e 38

4.2.1 Initial Estimation Results: Fixed Effects and Dynamic Fixed Effects

38
4.2.2 Panel Unit ROOt TeSt.......ccoiuiiiiiiiiiie i 43
4.2.3 Instrument RatiO........coiuiiiiiiiiiiie e 44
4.2.4 Estimation Results for Developed Countries ..........cccocoevvviiveneniieennn. 46
4.2.5 Estimation Results for Developing Countries...........ccocevevvvivenenineennn. 50
4.2.6 Sargan Test of Overidentifying Restrictions ...........cccocoevviiiineniieennn. 53
4.2.7 AUtocOTTlation TeSt .......ceeiuiiiiiieiieie e 54
4.2.8 RODUSINESS ....eeeiuiiieiiiiieiiiie et siee sttt 55
4.3 DISCUSSION ...eeieuiiieitieesitie et et et e bt e s be e e st e e st et e st e e ssb e e sab e e e nnbeeennbeesnnbeeans 59

CHAPTER V CONCLUSION ..ot 66



The Effect of Environmental Policy Stringency and Its Sub-Indices on CO2 Emissions: A Comparison
Across Income Levels
MUHAMMAD NAUFAL FAUZAN, Poppy Ismalina, M.Ec.Dev., Ph.D. vii

Universitas Gadjah Mada, 2024 | Diunduh dari http://etd.repository.ugm.ac.id/

UNIVERSITAS
GADJAH MADA

5.1 CONCIUSION «.eeeeeeeeeee ettt e e e et et e e e e e e e e e e e e e e e eeeeeenaaeeeeees 66
5.2 LAMIEALION +.eeeeeeeeeeee e et e e ettt e e e e e et et et e e e eeeeeeenene e e eeeeeeeeennnaeeeeees 66
5.3 IMPLCALIONS ..viieiiiiiiiiiciee e 67

REFERENCES .........ooi e 69



The Effect of Environmental Policy Stringency and Its Sub-Indices on CO2 Emissions
Across Income Levels )
MUHAMMAD NAUFAL FAUZAN, Poppy Ismalina, M.Ec.Dev., Ph.D.

Universitas Gadjah Mada, 2024 | Diunduh dari http://etd.repository.ugm.ac.id/

UNIVERSITAS
GADJAH MADA

LIST OF TABLES

Table 1. Literature REeVIEW ........cccveiiiiiiiiiii et
Table 2. Descriptive Statistics (Developed Countries) ........ccoceereeeiieiiesiieeninens
Table 3. Descriptive Statistics (Developing Countries) ..........ccoecververinierseennenn.
Table 4. Correlation Matrix for Developed Countries ..........ccoovvcververinceeseennnn,
Table 5. Correlation Matrix for Developing Countries.........ccoovcvrvereniveneennnn,
Table 6. Hausman Test ReSUILS ........coooveiiiiiiiiiiiiciiecee e
Table 7. Fixed & Dynamic Effects Results for Developed Countries .................
Table 8. Fixed & Dynamic Effects Results for Developing Countries ................
Table 9. Im, Pesaran, and Shin (IPS) Panel Unit Root Test ..........cccoccvvvviiiieeninnnn
Table 10. InStruments Ratio .......ccceeiuiiiiiiiiiiie e
Table 11. Estimation Results for Developed Countries ............ccoovvvveriniieennns
Table 12. Estimation Results for Developing Countries...........cccoceververveiineennns
Table 13. Sargan Test of Overidentifying Restrictions ............cocvovviiiiiiiiecnnns
Table 14. AR(2) RESUILS ....ccveiiiiiiiiieeec e

Table 15. Post-Kyoto Agreement Period (1998-2019).......cccceoeiiiiiiiniiiiicnnns

: A Comparison
1X

Table 16. Developed Countries Without RNEW and Developing Countries Without

FDI and TRD ......oooiiee e

Table 17. System GMM Results for Combined Dataset............cccevveeiiieriinnnne



The Effect of Environmental Policy Stringency and Its Sub-Indices on CO2 Emissions: A Comparison
Across Income Levels )
MUHAMMAD NAUFAL FAUZAN, Poppy Ismalina, M.Ec.Dev., Ph.D. X

Universitas Gadjah Mada, 2024 | Diunduh dari http://etd.repository.ugm.ac.id/

UNIVERSITAS
GADJAH MADA

LIST OF FIGURES

Figure 1. Relationship Between EPS Index and CO2 Emissions Per Capita in
Developing Countries (1996-2019) ......ccccuiiiirieiieieie et 3

Figure 2. Relationship Between EPS Index and CO2 Emissions Per Capita in

Developed Countries (1996-2019)........coiiriiiriiieieie et 4
Figure 3. Environmental Policy Stringency indicator (EPS) Index Framework......... 13
Figure 4. The Porter Hypothesis in EPS CONteXt.........cocvriiiiniiiiiciiiiciecic e 14

Figure 5. Comparison of Instruments in Developed and Developing Countries ........ 60



