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Environmental Regulation, FDI and Technological
Innovation in Pollution Abatement in China: A Study
Based on Inter-provincial Dynamic Panel Data

LI Bin, PENG Xing, CHEN Zhu-hua
(School of Economy & Trade, Hunan University ,Changsha 410079 ,China)

Abstract: By using inter-provincial panel data in China from 1999 to
2009, this paper constructs a dynamic panel econometric model and adopts
one-step systematic GMM to empirically study on the direct effects of envi-
ronmental regulation on technological innovation in pollution abatement and
FDI effects. The result indicates that there is a U-shaped relationship be-
tween environmental regulation and technological innovation in pollution
abatement both from the angles of time and intensity. The introduction of
FDI is advantageous to technological innovation in pollution abatement, but
the practice of continually strengthening environmental regulation is not con-
ducive to the introduction of FDI. And regional economic development and o-
verall R&.D input have no significant effects on technological innovation in
pollution abatement in China, but human capital input is one of the major
influential factors. Therefore, this paper submits policy suggestions such as
appropriately strengthening environmental regulation, using proper environ-
mental regulation forms, reasonably guiding the introduction of FDI and
placing emphasis on human capital investment.

Key words: environmental regulation; Porter hypothesis; technologi-

cal innovation in pollution abatement (FAE%HE  BA—r )
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