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Abstract

This study tested for cross-sectional dependencies between car-
bon dioxide (CO2) emissions and per capita gross domestic product
(GDP) among countries in four regions: Africa, America, Asia, and
Europe. When cross-sectional correlations are identified in a group of
countries, panel data regression with common factors proposed by Pe-
saran (2006) is used to determine whether the environmental Kuznets
curve (EKC) hypothesis is supported for CO2 emissions in the re-
spective regions. The empirical results show that a cross-sectional
dependency is only absent among African countries and that cross-
sectional dependencies are significant among the countries in Europe,
Asia, and America. The primary factors responsible for such cross-
sectional correlations are regional carbon leakage and GDP growth.
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