The Studies on Development of Western China

Hi L] P
1] B 422 P B
We W e TIWF 5

BRI #F

A Study on the
Absorptive Capacity
of FDI in the

West of China

Zhao guoqing

¥ RALHYE 4k



The Studies on Development of Western China

V] o R
1] By HL$2 P BT
e Wi HE 1 W 5

BRI

A Study on the
Absorptive Capacity
of FDI in the
West of China

Zhao guoging

FRALAHE 4 i



EBERgGH (CIP) %

] PG 4 o B R AR R MR RE T 5T /B SR K
dbst: PEAAFF WAL, 2004, 12
(PR AR A)
ISBN 7 - 5004 ~ 4867 — 8

Lo 0@t ML QO ShERYE: i -
B - FimgHbIX @ ShEER . BHEAREE - BP9 - POk
X IV.F832.6

T E AR A B E CIP BdlE e (2004) 55 126538 5

KEHH £ Y
A EEE
HER HER
WALt EWE

WHRET ¥RALHA L Lhb

i LR RIEH 158 5 W 4% 100720

B, 3§ 010—84029450 ( {F¥) 010—64031534 ( H4%)

) it hip.//www. csspw. en

% W FHeRE

B R dbstEREEDR)T ¥ 49T SEESEIT

B K 2004 12 A LR H1 K 2004 412 A% 1 KEIR
H #4880 x1230 ZXK 1/32

E g% 10.125 WO o2

¥ O nTFFE

E ffr 26.00 T

NBLHhBHRRNZHREED, IEREURMESATRTHRKAER
RIS BN



MR

20 4l 70 SRR, JLHE 90 ALK, HlREERY (FDI)
KEBARE, RECHMHR LB FDI KL HEEK, FDIIE
TREREFEHNRANGEFER, BFAT ISR, HERTEEAR
PREERRES S, NET GDP K, R, TiIEMNHEEEMN
FRE, H87%A4K DI EREEREATMK, AL 4%
k. MU, #EAFIERM FDI B8 L BMK, o3 Tk g
HAFGBRIE DN EARE, KEHRER, DITRKTEHRR
5HBHRBERE., MMASBBXHRL? BREE IR E FDI Hi
). T BRI R 7 R AN (T $R T+ B8 Ol S5 M LUTR R £ 1 FDI?
RETEH FDI %2 Dl R RAME L XREEH HER
Pl RE

ABANEBAF, EERAPREASNETRKEE S 60 AE
HA A HERRESHERM L, #—SHRMEAT FDIRYEES
B|it, X FDI KA 1451 #aE 1 . FRR Ry ERR ) =
AN RS, FxtX FDI bcRE h B RALE . SSHBN FRK B
BRTEXRHATHIS, BT AUCTHER, Db g THEX
FDI W RE h PR RY , S T N MM R R, MBERT
AT FRUR TSI FDI OB BE 7 IS E R, AR R
E, 3HRE 31 X 8 FDI BBRE S AT VR A0, RSB
RAPEIE THSBREMBIRE RN TRYE,; FAFTEBHBK
FDI 5136877 RIFRES . ¥ RBEANTEBMAHXREE; Fat, X’
EX R FDI =5 R ST S L5 a0, B T REX IS FDI 3E



2 H B 7 [ P A BT R A R ST BT 5T

FABE., SMECENE . SN . BRSO RIBOREUBAEF R
B,

BRI R R, 7EPHR FDI RRE Do E R &+, FDI A
fE 715 FDI ¥ HRE IR 2B FDI B BE I 45 AL FE B I K P 69
ERE, FRy . KEE. REIFHHEMRRHAFTRERBER
FDI R NG, 7E—ERE LR T A afxt FDI # % hE # o
PR X B AR R BE 1 858 B, X AR T P58 X) R&D BU4F
BE FDI 51 BERE T, Wiy T VR — FDI B R e ).
FDI TEHEB B ™ S5 SR D WA TEBRE R, HILTAS
M — S G E = AR FDI R ER; maELs, @
ERHLR R ol R R BRI R R, ML FDI R f 5
M REEMECEYTIR, B2 T Rt FDL A& RR g
B, VEEBH X ALY B AL — R AR R AR FDI SEF R+, #m
TPGHE FDI B BE I R HE . b, FERBCAXALHEILY, Ml
EFX I BRI NARL, W FEIGRR FDI RURRE S A — 1
FHE, (HEERER, AR FDLRICEEAHEE S, GDP H&EM
R KRR RHIX FDIRACAE ) PR EERER, T FDI
R e R BB SRR PTG ARR UL PRREA
Pk B A R SR ER =ML 4 FDI G5 H A IR MK, SRBRY BN
855, XTETHS FDIRRE A TR TR 4.

BRGREERY, REXIE FDI 354 RN #H FDI 2L L
B, B BUORMEHERT LI E FDI, RHEAFEFIEK, FH
FAAER], —HHEARE. PR OIS BB T SHRK
WEE S MILECH KRB B, TR BRENTEF NS, FE FDL
BORREAERNERCRAR; H—HE, ERMIH FDI KB
LN KA EU RSN, B, FEERX AL
FDL{e#t AR M e, PR AARIRABE “BURRH" WIFL, X
LA RTAHR N,

PUER FDI R CRE o (R RE R P 34 & 20 K R R R B i 3L,



e Py 3

FERBHRA FDIRIKRE ) A RARA, PO H3E M E &R H
BURXY & FDIRURRE IPE AR/ /A, N THRTFEE FDI
WU RE S7, TEERA S BBOR XH/HT, DIEREISW P AT
KENRBL, URRBSHXARED, UASEAE M B
POREERY, LLRAE, LSRR R BRI 25 &
&, TERBHIGHFERYT FDI I FRE T MY BURE S, LB AT
FDI BB IS T R o

5RENSHAMFE P RRALL, BRKNTEE LM
i, H—2HE TR NS, Bt FDI R YKAEE F1 4 B A % 40
4y, FFLA R ERRIE R HIX FDI WU AE 7 45+ R AR PG 3 FDI W i
RENEEMBGE A M, H o RMEKT ML AR, KERE T b
X FDI ACRE 1R BRI AERAE DL . ARTEFRLHI DA K5 B 2 B K Ar
WERMBE BN EEFER, =208 T XK FDI RiUkkE h 53
SRR, FRE FOIURKEE L AES SIRLBMMH . KT
RE T BTEITM X FDIRIKRE S RIELGHMTIERE R, it
X FDI RURE S Rt R, M Ko PE 30 FDI Rk B8 A7 =) BT
HRbefiE, HARXEBRBENRE . RIEREIKESRESE
KR THREF¥FE:; RN HsiAZYF gt X8 DI %4
JES. 7O FDI—-GDP AR 4. I BAREBRAY B RFKHLT
JTEMRARBR

BT FE38 FDI Uk BB IR R — PN E W . SRR R
B, ExowxEANELRNRRIREEN. A8 EARZ
4, H—RESEREALEEM BRBEISITTRE, HMFEBH5%
Eigh; TR T FDIRWRE I BN EERA —FHNREX, BRI
BTeKENTEMERE, £ CBREHERKR TR BIREHERNF
e, {AXHEEEZ R ERMAMFE—ETE, FEA R,

ZRKFE R EIIIB
2004 4% 10 A



ABSTRACT

Since the end of 1970s, especially in the 1990s, Foreign Direct In-
vestment (FDI) in large quantities poured into China, which made China
become one of the most importing FDI countries. The attracting of FDI has
greatly promoted the formation of our country’s capital especially the human
capital, upgraded the industnal structure, improved the competitiveness of
Hi-Tech products and accelerated the increase of GDP. However, almost
87% of the FDI imported to China were assembled in the east of China while
only 4% in the west. Furthermore, the quality of FDI imported into the
west is much lower than that into the east, which didn’t do much good to
the upgrading of the western industrial structure and the exportation. Many
researches show that it’s the FDI that enlarged the development gap between
the Fast and the West. Why did this happen? What determines the destina-
tion, flow and spill-over effect of FDI? How will the West upgrade its in-
dustrial structure to import more FDI? As to the national development of FDI
what is the significance of improving the competitiveness of FDI in the West?
This paper will try to solve all the problems above.

Based on the analysis of the absorptive capacity and the theory of FDI,
the author makes a further development on the theory. of the absorptive ca-
pacity and divides the regional absorptive capacity for FDI (RAC) into the
attracting capacity (AC), the utilizing capacity (UC) and the spilling ca-
pacity (SC), then puts the forming mechanism of RAC, the structural ef-
fect and the internal relationship in the growing stage as a hypothesis. On
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the basis of the hypothesis the author also sets up an evaluation model of
RAC and the corresponding evaluating indices system which builds up the
theory on analyzing and solving the problem of Westem RAC. Firstly, with
the method of empirical analysis and the correlation test, the paper analyzes
the RAC in 31 provinces (or cities) and the reliability of the hypothesis and
the indices system. Secondly, the paper analyzes the factors determining the
formation of western FDI. Thirdly, through the dynamic economic analysis
of China’s regional FDI competitiveness for FDI, the paper analyzes some
problems such as the stage of China’s regional FDI competitiveness, struc-
tural stability, external driving force, initial conditions and policy sensitivi-
ty, etc.

Research shows that it's UC and SC that result in the lower-level RAC
structure. The western dominating resources such as mineral resources, wa-
terpower, lower labor force, can’t merge with the FDI, to some extent
which diminishes the western RAC. The lower capacity of technological in-
novation not only diminishes the western atiracting capacity for FDI, espe-
cially R&D, but also influences the utilization capacity for FDI. The indus-
tries which FDI invested in didn’t meet with the westem demands. Some
dominating industries in the western areas aren’t in the focus of the FDI.
The immaturity of machine manufacturing industry especially the Hi-Tech in-
dustry can hardly form a copulate resource-supply system, which curbed the
efficient absorption and spreading of FDI in the westem areas. The western
inferiority in the FDI competitive environment can’t give the rein to the
RAC. Moreover, the lack of geographical advantages and the lower foreign
investment capacity of neighboring countries lead to the lower RAC in the
western areas. The econometric model shows that among all the factors, it’s
GDP and the development level of Hi-Tech that determine the RAC. The e-
conomic development level and market scale also obviously curbed the
western absorptive capacity. The immaturity of westem Hi-Tech industry re-
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sults in the lower UC and the UC, which brings about technological thresh-
old.

The research also shows that China’s regional competitive system for
FDI is sensitive to the changes of western FDI. The preferential policy can
enlarge the quantity of western FDI and stimulate the western economic de-
velopment. On one hand, the competitions of the East, the Center and the
West of China have reached the development stage matching with their own
RAC and the steady competitive structures have been set up; on the other
hand, the preferential policy for the western FDI will bring out obvious ex-
temnal effect to the middle and the east of China. So the middle and the east
of China will benefit from the spillover effect of the preferential policy for the
western FDI, which is especially obvious in the east.

The problem of the western RAC reflects the difference of economic de-
velopment in the westem region. For western regions, the primary task is to
improve the RAC, not to strive to formulate the preferential polices which
have been proved not to work very well. The paper concludes that in order to
improve the western RAC, the western regions should take good use of the
support of the fiscal policy, focus on the R&D capacity of westem
enterprises, take the building-up of Hi-Tech development zones as a break-
through and base on the formation and acquisition of human resources. In
order to develop its economy the western regions should upgrade the industri-
al structure, accumulate the human capital, improve UC and SC for FDI
and realize the upgrading of the structure of the westem ARC.

In contrast with other domestic and foreign research, this paper has its
own characteristics. Firstly, it extends the definition of absorptive capacity.
Based on the subdivision of the factors which consists of ARC, the paper
proclaims the problem of RAC structure and its improvement. Secondly,
with the use of the theory of complexity, it tries to conclude the nonlinear

mechanism which forms the RAC, the hypercycle mechanism and the Echo
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Model of complex adaptive systems ( CAS) determined by the location of
Trans-national corporations. Thirdly, it analyzes the relationship between
the RAC and the competition, and then concludes the mechanism which
transfers RAC into the competition. Fourthly, it sets up an indices system
which evaluates the RAC and RAC structural difference to provide scientific
solutions to the problem of the westem RAC. Fifthly, the paper applies the
econometric way to testify the hypothesis and grade the level of the RAC.
Meanwhile, it makes a further analysis on the regional competitive system,
western FDI-GDP dynamic system, the system of FDI technology transfer
and the spreading system with the method of dynamic economics.

School of Development Studies
Yunnan University, China

Oct. 2004
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