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Abstract

How foreign direct investment ( FDI) threat the industry security of host
country has always been a research topic for domestic and foreign scholars. But
when and how FDI damage occur is complex, which involves various aspects
such as economy, society, culture, industrial regulatory regime, and so
on. At present all kinds of measure and evaluation research for industry security
are based on the internal and external related factors. But due to the selected
index are lack of normalization, scientificity and unification, the evaluation of-
ten lack accuracy and consistency, which mislead the supervision and policy
formulation for FDI. So it is necessary for researchers to design a scientific
method to assess industry safety and build up an operable system to effectively
supervise FDL. Our study intends to do such work to explore the mechanism of
FDI controlling industry of host country, find the characteristics of FDI affect-
ing Chinese industry development, devise an effective evaluation system to as-
sess FDIs” industry controlling power, and design a regulatory system for FDI
in China. The main work includes:

(1) To analyze FDIs" industrial behavior characteristics in China. Based on
a questionnaire from the microscopic enterprises, FDIs' motivation, FDIs" scales
and correlated factors which affected FDIs' flows were illustrated. The investiga-
tion give us new insights into the FDIs’ behaviors to seize market share, vie for
pricing power, and FDIs’ industrial control powers. Further analysis for the FDI
structure reveals the different types of foreign investment enterprise have different
degree’s response to the FDI policy of host country, by which it can be inferred
what kind of enterprise are more susceptible to FDI policy adjustments.

(2) To explore the mechanism of FDI controlling industry of host coun-
“try. We build up a theoretical analysis framework of FDIs™ industrial controlling

power, that is, “controlling on industrial organization-controlling on industrial
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structure-controlling on industry layout-pricing power & controlling on industrial
chain” . The mechanism of FDIs’ industrial organization controlling means FDI
dominants market structure by taking the advantage of its large scale, governs
market operation by its leading technology, and manipulates market perform-
ance by its famous brands. The malicious control of FDI for industrial organiza-
tion will break the effective competition among enterprises within the industry,
as a result, the industrial organization’s operating is no longer efficiency.

The mechanism of FDI controlling on industrial structure involves two
channels: one is to control the process of rationalization of industrial structure
by investment inclination; the other is to control the pace of industrial structure
upgrading by technology spillover and the industrial chain effect. FDIs’ mali-
cious control for industrial structure will lead to low-end producis prevalence,
bring tremendous resource waste, and kill domestic enterprises technology in-
novation and ereativity, and competition awareness. In the long run, industrial
development will run inefficiency and unsustainable.

FDI inflows can change the local conditions of transportation and logistics
network , change the market profit margins, and thus change the industry lay-
out. FDIs” malicious control for industrial layout will deteriorate the local geo-
graphical conditions, deter the formation and development of the industry clus-
ter district, inhibit the polarization and limit the proliferation of a regional eco-
nomic development, which will restrict the industrial concentration, constrain
the industrial structure optimization, and weaken the ability of the industry to
response market adjustment. FDI achieves industrial controlling power by ma-
nipulating the industrial organization, industrial structure and industrial layout,
which embodies to a certain extent the product pricing power and industrial
chain integration and extension. Further, DI uses the product pricing power to
control the survival of the industry, and organizes the industrial chain reconfig-
uration to control the industrial development of the host countries.

(3) On the basis of above theoretical analysis, following the general
principles of completeness, rationality and feasibility, systematic, dynamics,

measurability , this book select 16 variables to compose an index as accurately
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