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Abstract

This study investigates the dynamic relationship between economic growth, energy consumption, financial development, and 
CO2 emissions at macro level in the case of 49 countries from Europe and Central Asia over a two-year period. The research 
focuses exclusively on country-level characteristics and uses a heteroscedasticity-consistent standard error estimator (HC3) to 
analyze the aforementioned relationship. The proposed econometric models test whether: i) the level of development of financial 
markets, the extent of energy consumption, and the degree of economic freedom of a nation are environmentally beneficial, and 
ii) the economic development is influenced by the governmental and corporate engagement towards sustainability, growth of 
financial markets and environmental performance. Results of the first test support the view that emission intensity is positively 
linked with the high level of functioning of the money market and capital market, the extent of energy consumption by 
companies and individuals and the high degree of eco-efficiency. Results of the second test show that the commitment of nations 
to sustainability and corporate commitment to sustainability reporting positively influence economic growth, while financial 
development and environmental performance are detrimental to economic development.

Keywords: economic growth, emission intensity, energy intensity, financial development, sustainability reporting

Received: October, 2016; Revised final: Augus, 2017; Accepted: October, 2017

Author to whom all correspondence should be addressed: e-mail: marilena@uaic.ro; Phone: +40 232201454

1. Introduction

Economy and environment make up a 
controversial binomial that abounds in complex 
interrelationships and implications, which are more 
and more controversial and debated at global 
levelgenerates ongoing disputes and debates 
worldwide. The environment is a "multifunctional 
heritage", which provides a basis of natural 
(renewable and non-renewable) resources, a set of 
services (aesthetic pleasure and leisure through 
landscape resources), a crucial support for life, and 
an assimilation of pollutants. The effects of economic 
activities on the environment are irreversible and 
cumulative, so that the quality of environment tends 
to become an essential component of the well-being 
of any nation, which may lead to a "green" gross 

domestic product (GDP) (Mironiuc, 2009; Musu, 
2003).

Internationally, the opinions about the causes 
of environmental degradation are numerous, but most 
of them converge to believe that pollution originates 
in the economic growth of developed countries and 
in the environmental stress generated by population 
growth. Both aspects contribute to the intensification 
of consumption of natural resources, which are 
relatively limited and, in many cases, freely accessed 
(Commoner, 2003; Turner et al., 2003), to hampering 
the environmental capacity to absorb emissions 
("negative externalities"), and to the uncompensated 
losses of life. Because natural resources are an asset 
which, if diminished depleted, is not perfectly 
substitutable with other forms of physical capital, as 
it performs essential functions for the survival of the 


