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ABSTRACT

In contemporary world the idea of environmental protection and sustain-
able development is exerting a tremendous influence on all aspects of
world political and economic affairs. The issues related to environment
and trade, such as the influence of environmental regulation on interna-
tional competitiveness of industry (ICI), specialization of production, in-
dustrial relocation and patterns of trade, are drawing increasing attention
from people. In terms of environment economics, environmental protection
aims to realize the internalization of external cost. Will the disparity in
internalization of external cost lead to the loss of international competition
industries and the shift of pollution intensive industries (SPIls), when
the same industry in different countries sustains different environmental
stringency? That’ s main problem that worries the people regarding the
relationship of environmental regulation and ICI in the world. Of the
causes of the people’ s anxiety are the “Environmental barrier” set by
developed countries, China’ s worries in environmental diplomacy, the
local doctrine in environmental protection and the enterprises’ hesitation
in environmental protection. That’ s the background of conception of this
dissertation which intends to explore whether the different environmental

stringency is related to the disparity in international competitiveness of in-
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dustries and whether a high environmental standard will lead to the SPIIs.
An investigation of these problems is, obviously, of immense theoretical
and practical value.

The major issues dealt with in the thesis include the judgment of the rela-
tion of environmental regulation and ICI and provision of strategies for
China to face the challenge after becoming a member of WTO and enhance
China’ s competitive ability in industries in the world. The concrete
problems consist of: (1) clarifying the relationship between environmen-
tal regulation and ICI and formulating the theories of SPHs; (2) setting
up a model of environmental regulation stringency (ERS) on the basis of
data on industrial environmental protection in China from 1991 to 1999;
(3) verifying the influence of environmental regulation on the internation-
al competitiveness of industries, and analyzing the situation of foreign in-
vestment in China’ s PllIs, exploring the “hypothesis of pollution haven”
(HPH) and explicating the law of SPIIs.

The findings of the thesis comprise theoretical study and empirical re-
search. Conclusions of theoretical studies are:

(1) Environmental regulation can stimulate the innovation of “green
technology” by enterprises. Two effects, time effect and stringency ef-
fect, exist in the process of green technical innovation, the collective ef-
fects of above forces determine the total effect size of the stimulation.
(2) In the short term, environmental regulation in its initial stage exerts
an adverse influence on international competitiveness of industries, but in
the long run its influence is not clear.

(3) A large-scale SPIIs will not occur at present. But there is a high rate
of shift in the case of those pollution intensive industries (PIIs) as well

as belonging to “marginal” industries.
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(4) The SPIIs is conditioned by the factors, such as the degree of envi-
ronmental regulation stringency, the range of restraint of environmental
regulation, the position of production in the chain of value, the position
of industry in the national or local economy, the size of industrial agglom-
eration effects, the degree of market concentration, the disparity in total
production cost in different areas, the transportation cost and the prospect
of new environmental technology. When conditions permit, the Pils in
developed countries are likely to shift in neighboring developing countries
with lower environmental stringency .

Conclusions of the empirical researches in this paper are:

(1) Environmental regulation is not the decisive factor influencing the
ICI. There is not a regular relation between the ERS and ICI, as revealed
in the empirical analysis of seventeen manufacturing industrial of China.
(2) A comparison analysis of China and the U. S. shows that the strict
environmental stringency in the U. S. does not lower their industrial in-
ternational competitive ability. In fact, the U. S. outnumbers China in
pollution-intensive goods (PIGs) of production.

(3) There is not a tendency yet of the transfer of foreign direct invest-
ment (FDI) to China’s Plls. China has not become the “haven” of PI-
Is in the world. ‘

(4) Compared with the less developed regions, the developed areas of
China tend to attract more clean investments. Hong Kong (SAR, Chi-
na), Macao (SAR, China), Taiwan province of China, Japan and Sin-
gapore are the main economies, which transfer FDI and Plls to China.
The points of renovation in the thesis include: (1) Theoretical renova-
tion. This thesis studies the influence of environmental regulation on the

international competitiveness of industries at the macroscopic, intermedi-
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ate and microscopic levels and establishes the comprehensive model of
analysis of relationship between them; Besides, this thesis probes into the
connection of environmental regulation and the innovation of “green tech-
nology” and formulates the model of mechanism of the innovation of
“green technology” ; Thirdly, this dissertation examines the cause, ten-
dency and probability of SPIIs and argues against the general validity of
the “hypothesis of pollution haven”. (2) Methodological renovation.
This thesis, drawing on the insights of relevant theories and taking into
consideration the specific conditions of China, establishes a comprehen-
sive model of evaluating the environmental regulation stringency which has
high theoretical and practical value, laying a foundation for furthered
study in this area. This thesis, making use of the available data, designs
a set of means of categorizing PIls, which can serve as valuable seference

for the state to formulate estate policy and policy of foreign investment .
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