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Abstract

Background and Objective: One of the most prominent hypothesis in environmental economics is the
Porter hypothesis. The Porter hypothesis argues that more stringent environmental policies can actually
have a net positive effect on the competitiveness of regulated firms because such policies promote cost-
cutting efficiency improvements, which in turn reduce or completely offset regulatory costs, and foster
innovation in new technologies that may help firms achieve international technological leadership and
expand market share. Given the importance of this hypothesis to policymakers and firms, many studies
have been conducted to prove or disprove this hypothesis.

Material and Methodology: in this study, we used panel smooth transition regression for 25 OECD
members during 2000-2015.

Findings: the results indicated that the weighted indicator of environmental policy stringency in linear
and nonlinear part of the model had positive and significant effects on increasing the number of selected
environmental technologies. The coefficient of variation was estimated to be 0.142 in the linear part and
0.213 in the nonlinear part. The speed of transition between the two regimes of weighted growth index
of environmental policies, according to the estimated transition parameter, is 3.17.

Discussion and Conclusion: Analysis of results shows that when the weight index growth of
environmental policies is low, the severity of the impact of independent and control variables on the
number of selected environmental technologies will vary. Given the experience of developed countries,
improving the state of the legal system and property rights, increasing official and state aid for
environmental development, and increasing state funding for environmental research and development
can play an effective role in improving competitiveness and enhancing enterprise innovation.

Key words: Environmental economics, knowledge base economy, innovation, environmental
regulation. Competiveness, porter hypothesis.
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5-Organization for Economic Cooperation and
Development (OECD)
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1- pollution haven hypothesis
2- Porter Hypothesis
3- Compliance cost
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1- Total factor productivity

2- Foreign direct investment

3- Dechezlepretre and Sato

4- Pollution abatement and control expenditures
5- Environmental Policy Stringency Index

6- Market-based policies

7- Non-market policies

8- Brazil, Russia, India, China and South Africa. (BRICS)
9- market based policies

10- emission trading scheme

11- feed-in tariff (FIT)

12- deposit-refund system (DRS)
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Table 2. Main studies in assessing the impact of environmental regulation on innovation
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2- Kneller and Manderson
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2- Johnstone et al.

3- Selected environment-related technologies

4- Index of Environmental policy stringency EPS

5- Official Development Assistance allocated to the Environment sector ODA
6- Gross domestic product ($US billion) GDP
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