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FDI, Carbon Leakage and Carbon Intensity

Based on China’s Provincial-level Panel Data

LIU Ya-fei', SUN Yong—ping
(1.Department of Economics, Hubei University of Economics, Wuhan Hubei 430205, China; 2.Center of Hubei Cooperative

Innovation for Emissions Trade System, Hubei University of Economics, Wuhan Hubei 430205, China)

Abstract: This paper estimates the quantity of CO, emission and carbon intensity using energy consumption data of 30

provinces of China from 2002 to 2012, then estimates the effect of FDI on carbon intensity by constructing a dynamic panel

model. In order to solve the problem of endogeneity, the methods of system GMM and difference GMM are used to estimate

the model. The empirical result shows that FDI decrease carbon intensity. To investigate whether the implementation of Kyoto

protocol and energy saving and emission reduction policy affect the relationship between FDI and carbon intensity, we divide

the whole period of 2002-2012 into two parts by taking 2006 as the cut—off point, and test if the relationship between FDI

and carbon intensity changed during the two different periods. The empirical result shows that FDI led to a further decline of

carbon intensity. Therefore this paper concludes that the technological spillover of FDI dominates carbon leakage, so FDI has

positive effect on China’s improvement of environmental performance.

Key words: carbon leakage; carbon intensity; FDI



