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Using the correlated data of 28 Chinese manufacturing industries during 1999-2008,this paper
examines the effects of the foreign direct investment, which is distinguished as horizontal,
forward linkage and backward linkage spillovers, and environmental pollution on total factor
productivity. The empirical results show that the existence of positive spillovers from FDI taking
place through backward linkages, but there are no significant evidences of spillovers occurring
through either the horizontal or the forward linkage channel. Environmental pollution has
significant negative effect on TFP. Further studies suggest that horizontal FDI spillover effect
mitigates the disadvantage effect of environment pollution on industry's productivity progress and
decreases the emission of environment pollution, while on the contrary, the vertical FDI spillover
effect (especially through backward linkages) does not mitigate the disadvantage effect of
environment pollution on industry's productivity progress and increases the emission of
environment pollution.
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