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Theoretical Mechanism and Empirical Evidence of OFDI from

China Affecting Environmental Quality in Host Countries
LIU Yubo (Shanghai University of Finance and Economics, 200433)
WU Wanzong (Shanghai University of Finance and Economics, 200433)
Abstract: The influence of FDI on environmental quality in host country is in dispute. We inspect the
influence of OFDI from China on the environment in host countries. Based on the model established by
Copeland and Taylor, we theoretically analyze the mechanism that Chinese OFDI change per output
emission in host countries and though which improve the quality of local environment. Then we conduct
an empirical analysis using data on OFDI flows and stock of 168 host countries over the period 2003 —
2014, as well as empirical analysis on different country groups with different national income level. It
suggests that Chinese OFDI could increase pollution emissions totally, but is beneficial to the decline of
pollutant concentration. Chinese OFDI will decrease per capital pollution emission, and improve the
quality of host countries’ environment in the end, especially in high-level income countries.
Keywords: OFDI, Outward Foreign Direct Investment, Environment Quality, Copeland-Taylor Model
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