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Abstract

Since the implementation of opening and reform policy in China, Chinese e-
conomy has maintained a high-speed growth, in which FDI has played a vital
role. From trial inflow in the 1980s to large scale inflow since early 1990s, FDI
has provided Chinese economy with powerful capital support, as well as created
large amounts of employment. Alongside with the structural transition and up-
grading of Chinese economy beginning in the late 1990s, absorbing technology
spillover gradually became the main incentive of attracting FDI inflow. Howev-
er, compared with such index as capital or job, whether spillover takes place is
much harder to judge, yet this judge is rather essential. Since the negative effect
of MNCs’ monopoly on domestic firms became a more and more serious issue,
FDI spillover has been the assessment base for future FDI policy. Under this
background, this paper, based on large scale firm level microdata, makes a sys-
tematic analysis of FDI spillover mechanism, channels and influence factors, in
order to make a robust judgment on whether spillover takes place.

Firstly, we make a statistical analysis of FDI in China, revealing the imbal-
ance in its regional and sectoral distribution. Next, a systematic survey on FDI
theory is conducted, especially on theories appeared in the last decade. Based on
the above chapters, we make a thorough analysis of the mechanism and channels
of FDI spillover, as well as a complete survey on relevant empirical literature.
The core part of this paper consists of several chapters about empirical research
on FDI spillover based on large scale firm level microdata. Concretely, we first
make an empirical research on horizontal and vertical spillover of FDL, based on
both full sample and different groups classified by ownership and export status.
Next, we analyze the different impacts of different entry modes, i. e. , whether
FDI firm is wholly owned by MNC or jointly owned by MNC and local firm, on
FDI spillover. Also from the perspective of domestic firms, this paper analyzes

which factors influence their absorption of FDI spillover. Specifically, we analyze
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the influence of two factors of domestic firms, i. e., absorption capacity and
technological gap. The steady growth of foreign R&D investment in recent years
also deserves a deep research. This paper makes a research on the peculiar mech-
anism of foreign R&.D investment spillover, and empirically analyzes its presence
with the firm level microdata of Yangtze River Delta.

Generally speaking, the findings show that domestic firm productivity bene-
fits from FDI, which is realized mainly through vertical linkage. Further re-
search indicates the different impact of FDI entry mode on its spillover effect.
Specifically, the productivity spillover of foreign wholly-owned firm is realized
mainly through backward and forward linkage, while that of joint venture mainly
through horizontal and forward linkage. The difference in domestic firm capaci-
ties is manifested to be an important factor for explaining the difference of ab-
sorbing FDI spillover. The research on foreign R&D investment reveals the fact
that R&.D investment greatly benefits productivity growth of domestic firms, e-
ven exceeding that of production foreign investment. The relevant policy implica-
tion is that attracting FDI inflow should be a basic policy in the longer period of
time in future, despite its possible negative effects such as monopoly and unfair
competition. The key to realizing FDI productivity spillover is to strengthen ver-
tical transaction linkage between domestic and foreign firms, so relevant meas-
ures should be taken to promoteg this kind of linkage. Besides, to benefit from
FDI spillover, improving firm capacity of domestic firms is also important, and

more effort should be focused on attracting foreign R&D investment,

Key words. foreign direct investment; productivity spillover; manufactur-

ing; microdata
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FDI is investment that is made to acquire a lasting interest in an enterprise
operating in an economy other than that of the investor, the investor’s purpose
being to have an e ffective voice on the management of the enterprise.
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