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(1. Business School of Jilin University, Changchun Jilin 130012, China;
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Abstract With the rapid development of carbon economy, the environmental problem inducing by the rapid development of economic has
attracted widespread concern. Increasing the investment in environment has been a general trend. “Clean Development Mechanism” ( CDM) ,
the “green credit” and other new measures has broaden the path for investment in environment. In this paper, based on the previous studies,
with the industrial GDP, industrial emissions and investment in industrial gas emissions in 1998 —2008 as samples, which was published by
National Bureau of Statistics of China, I use the unit root test, Johansen cointegration test to process the data, then use the error correction
model (VEC) and the impulse response function (IRF) to simulate the path of impact which the environmental investment bring to
environmental quality. The conclusion is that currently invesitment in environment and environmental quality has a long-term equilibrium
relationship in China. The environmental investment has a positive impact on environmental quality, but the duration is short. At the same
time, the impact of environmental quality would bring a lager influence to the investment in environment, which would last ten years. With
the effect of environmental investment gradually emerging, that is, environmental quality improving, the investment is declining gradually.
Given this situation, our government, commercial banks and enterprises should pay more attention to the environment, establish long-term
mechanisms, adjust the investment structure and increase investment through a variety of ways.

Key words environmental quality; investment in environment; CDM; green-credit policy
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