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The Porter Hypothesis: a literature review on the relationship between eco-

innovation and environmental regulation
DONG Ying', SHI Lei* "

1 School of Economics and Management, Zhejiang University of Science and Technology, Hangzhou 310023, China
2 SEPA Key Laboratory on Eco-industry, School of Environment, Tsinghua University, Beijing 100084 , China

Abstract: Environmental regulation has been considered as an important factor which influences eco-innovation. The
relationship between environmental regulation and eco-innovation is addressed by the famous Porter Hypothesis:
environmental regulation can stimulate firms to carry out eco-innovation and then build the competitive advantage. This
paper started from the interpretation of the meaning of the Porter Hypothesis, and did a literature survey on related studies
from both empirical and theoretical perspectives. It indicated that: most empirical studies validated the Weak Porter
Hypothesis, i. e. environmental regulation can stimulate eco-innovation; consensus has not been reached on the Strong
Porter Hypothesis, with the controversy rooting in whether eco-innovation can bring a harmony between environmental
performance and competition performance. In short, the environmental policy does have a positive or negative role on eco-
innovation. The direction and strength of the impact depends on the type of environmental policy, the type of eco-
innovation, the stages of eco-innovation, as well as some characteristics of the regulated object itself. Based on the above
reviewing work, this paper indentified the directions for future research in the field of environmental regulation and eco-

innovation, including deepening the theoretical research, extending the scope of research, strengthening studies on the
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accumulative effect and superimposed effect of environmental policies as well as the empirical and applied research in the

Chinese context.

Key Words: environmental regulation; eco-innovation; Porter Hypothesis
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