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ABSTRACT

This study attempts to examine the relationship between trade, foreign direct investment
and carbon dioxide emissions in 24 oversea economic cooperation and development (OCED)
countries and 13 Emerging Market countries in Asia and Latin America. The environmental
Kuznets curve hypothesis (EKC) investigates the relationships between economic variables and
the environmental degradation indicators. The panel data of carbon dioxide emissions, trade,
foreign direct investment, gross domestic product per capita, industry value added and energy
consumption of above mentioned countries were applied from year 1980 — 2007, and tested
using the panel cointegration analytical method. A long-running inverse relationship was found
between the carbon dioxide emissions and trade, foreign direct investment, gross domestic
product per capita and energy consumption in the oversea economic cooperation and development
countries and the emerging market. However the industry value added relationship was found in
the emerging market but not occur in the oversea economic cooperation and development
countries. The inverted U-shape relationship between the economic variable and the

environmental degradation indicators, when the gross domestic product per capita is on the



horizontal axis and carbon dioxide emissions is on the vertical axis, were found in the oversea
economic cooperation and development countries but not in the emerging market in Asia and
Latin America. However the inverted U-shape relationship does not occur between the carbon
dioxide emissions and trade, foreign direct investment, industry value added and energy

consumption.



