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total factor productivity

—Empirical research based on threshold model
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Abstract: In order to study the effect of China’s outward foreign direct investment (OFDI) on
home country’s green total factor productivity (GTFP) under the moderation of digestion and
absorption, China’s regional GTFP level was guessed and estimated by applying the non-radial,

non-angle, relaxation-based direction distance functions, combined with the Malmquist-
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Luenberger (ML) index, and then an empirical analysis was made into the threshold effect of
China’s OFDI on home country’s GTFP by using China’s inter-provincial panel data from 2003
to 2019 and the panel threshold model. The results show that: 1) China’s OFDI has a significantly
positive impact on home country’s GTFP, and this effect is positively regulated by home country’s
digestion and absorption capacity, that is, the more abundant the human capital and R&D investment
is, the more obvious the promoting effect of China’s OFDI on home country’s GTFP is. 2) Threshold
regression results show that there is a nonlinear threshold effect of digestion and absorption on the
effect of China’s OFDI on home country’s GTFP. Human capital and R&D investment both show a
positive and increasing marginal efficiency of the non-linear threshold law. Thus, it is concluded that
OFDI is the positive driver of GTFP. The results of this study can provide reference for China to
improve the economic environment and to transform the green economy.

Keywords: outward foreign direct investment; green total factor productivity; digestion and

absorption; threshold model
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Table 1  Average calculation results of GTFP, GTC and GTEC from 2003 to 2019
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Fig. 1 Marginal impact of OFDI on GTFP under moderation of digestion and absorption capacity
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Table 4 Results of threshold conditions test
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Table 5 Threshold estimates and their 95% confidence intervals
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Table 6 Threshold regression results of impact of OFDI on GTFP
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