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ABSTRACT

This book has 7 chapters, the main contents of every chapter are
as follows

The first chapter is the introduction. It introduces the research
objective, research significance, research methodology and main con-
tents of this book.

The second chapter is a literature review on the relationship of
FDI and foreign trade. It summarizes the existing studies and points
out the deficiencies that lie in the existing studies, then clarifies the
main research issues and summarizes the theoretic basis.

The third chapter traces the development of China’s inward FDI
and foreign trade from total level and structure. It summarizes the
characteristics of FDI and foreign trade in China since Chinese reform
and opening-up, which is the basis of later research.

The fourth chapter discusses the influence of inward FDI on
China’s foreign export. It mainly studies the export spillovers from
foreign funded enterprises to mainland enterprises. In order to re-
search the mechanism of the export spillovers, the model of the ex-
port spillovers from foreign funded enterprises to mainland enterprises
is set out, and puts forward the empirical studies of how foreign fund-

ed enterprises affect mainland enterprises’ export propensity. The re-
.1-
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sults indicate that there has export spillovers from foreign funded en-
terprises to mainland enterprises. The export of foreign funded enter-
prises and competition between foreign funded enterprises and main-
land enterprises improve mainland enterprises’ export propensity. But
in high R&D industry of foreign funded enterprises, technology spillo-
vers from foreign funded enterprises to mainland enterprises improves
mainland enterprises’ export propensity. In low R&D industry of for-
eign funded enterprises, R&D of foreign funded enterprises depresses
mainland enterprises’ export propensity. A co-integration test and
Granger causality for foreign funded enterprises’ export and mainland
enterprises’ export is used and it is found that export of foreign funded
enterprises improve that of mainland enterprises in long time, but sub-
stitution in short time, and that there is a bidirectional causality be-
tween them. Last, in order to find the difference of the export spillo-
vers from foreign funded enterprises in different areas in China, it puts
forward the empirical studies from the eastern area, the middle area
and the western area. The result indicates that the export spillovers in
eastern area is notable, but it is not notable in the middle and western
areas. ‘

The fifth chapter discusses the influence of inward foreign direct
investment on China’s foreign trade competitiveness. First, it produces
a description of China’s foreign trade competitiveness since reform and
opening-up. Then it analyzes how foreign direct investment affects
host country’s foreign trade competitiveness. In order to research the
influence of inward FDI on China’s foreign trade competitiveness, it
puts forward a co-integration test and the Granger causality for inward
FDI and the structure of China’s export production. The result shows
that there is an equilibrium between inward FDI and improvement of

.2.
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structure of China’s export production in long time, and there is a di-
rectional causality from inward FDI to the improvement of structure of
China’s export production. It sets out the model which is used to prove
how FDI affects China’s foreign trade competitiveness and produces an
empirical study. We find that FDI improves China’s index of export
competitiveness , and in high R&D industry of foreign funded enterpri-
ses, FDI improves China’s index of export competitiveness by the
R&D, export of foreign funded enterprises, and in low R&D industry
of foreign funded enterprises, the export of foreign funded enterprises
improves China’s index of export competitiveness, but R&D of foreign
funded enterprises depresses China’s index of export competitiveness.
Last, it researches the contribution of foreign funded enterprises Hong
Kong, Macao and Tai Wan invested enterprises to China’s foreign
trade competitiveness. The results indicate that the production of for-
eign funded enterprises and mainland enterprises were sold in China,
which do not improve China’s export competitiveness directly. The
production of Hong Kong, Macao and Tai Wan invested enterprises
improve China’s export competitiveness directly, that is to say they
were sold in the world market.

The sixth chapter discusses how inward FDI affects China’s trade
mode. First, we analyze the relationship between inward FDI and pro-
cessing trade by the co-integration test and the Granger causality test.
It is found that there is a bidirectional causality between inward foreign
direct investment and the total processing trade, the processing ex-
port, and the processing import. Second, we study the influence of
inward foreign direct investment on China’s intra-industry trade. We
divide China’s intra-industry trade into vertical intra-industry trade and
horizontal intra-industry trade. We analyze the different influence of

.3.
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inward foreign direct investment on China’s intra-industry trade, verti-
cal intra-industry trade and horizontal intra-industry trade by using
2001 and 2002 data. The result indicates that foreign direct invest-
ment improves the level of China’s intra-industry trade and vertical in-
tra-industry trade, but the influence of inward foreign direct invest-
ment on horizontal intra-industry trade is not significant.

The seventh chapter is the conclusion and future prospects. We
summarize the main contents of this dissertation and conclusion. As
the base of research, we give some advice that using inward foreign
direct investment improve the level of China’s foreign trade competi-
tiveness, intra-industry trade and so on. Last it points out the further

prospect.
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