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Abstract

Following the economic reform in 1978, Chinese foreign trade and
inward foreign direct investment (FDI) from multinational enterprises
have been growing rapidly, and the foreign openness in China’ s e-
conomy has been improving. Driveh by foreign trade and inward FDI,
China’ s economy grows fast. But, Chinese high economic growth has
been accompanied with the enlargement of the regional difference in
foreign openness, industrial development and income gap. Most of Chi-
nese economic activities, such as manufacturing, foreign trade and in-
ward FDI, have become more geographically concentrated in the east-
ern and coastal regions.

The facts that Chinese manufacturing, foreign trade and inward
FDI are all highly concentrated in the same regions lead to three ques-
tions: what effects does the inward FDI from Multinational enterprise
has on the industrial development in the host country? Do the foreign
trade and inward FDI drive Chinese manufacturing to be highly geo-
graphically concentrated? Are the foreign trade and inward FDI the rea-
sons why there is substantial variation in regional industrial develop-

ment in China? The logic relation of the above — mentioned three ques-
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tions is that, if multinationals do have effects on the industrial develop-
ment in the host country, the unbalanced distribution of inward FDI
from multinationals may be the important reason that leads to the unbal-
ance of industry location and regional industrial growth in the host
country. This dissertation analyzes the above — mentioned three ques-
tions by applying the theory about multinationals and international in-
vestment, new economic geography, international trade and develop-
ment economics. Different from the in - being studies, this dissertation
focuses on the role of foreign trade and inward FDI for the Chinese in-
dustry location and regional industrial growth.

This dissertation is divided into eight parts. The main contents
and findings are as follows.

Introduction explains the background, study approaches, motif,
structure and contributions.

Chapter one surveys three range of literatures: the theoretical and
empirical studies about multinationals, spillovers effects and industrial
development in the host economy; the theoretical and empirical analy-
sis about industrial concentration and regional industrial growth.

Chapter two develops a theoretical model, based on Markusen and
Venables (1999) in which multinationals have effects on the industrial
development in the host country through competition and spillovers.
The results of derivation and numerical simulation show that ; (1) by
competition in the product market and in the factor market, multination-
als crowd out the domestic firms. (2) the positive productivity spillover
from multinationals will lower the crowd out effects, but the negative
productivity spillover from multinationals will enhance the crowd out

effects. (3) That multinationals sell their products outside the host
6
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country market is more beneficial to industrial development in the host
country.

Chapter three describes the facts in regional specialization and in-
dustrial location in China. Chapter four identifies the underlying forces
that determine industrial location in Chinese manufacturing, which
stresses the role of foreign trade and inward FDI for Chinese industrial
location. The study shows that: (1) in the early 1980s, the industrial
structure of Chinese provinces was converging, and the extent of indus-
trial Jocalization was lowered. But, in the 1990s, following the gradu-
ally deepened foreign openness, the difference of industrial structure
both among Chinese provinces and between eastern China , middle and
western China was enlarged, and most of manufacturing had become
more geographically concentrated. (2) FDI and foreign trade are be-
coming increasingly strong and significant determinants of industrial lo-
cation and industrial concentration. (3) the theory of traditional com-
parative advantage and new economic geography explains well the facts
in industrial location and concentration in China, but, compared with
foreign trade and FDI, the forces that comparative advantage and new
economic geography reveal about industrial location are becoming weak
and insignificant.

Chapter five describes the difference of regional industrial growth,
and Chapter six analyses the determinants of regional industrial growth
in China. Description and empirical studies show that; (1) the differ-
ence of regional industrial growth between coastal China and inland
China is very obvious. T'he industrial growth in coastal China is signifi-
cantly faster than in inland China. (2) Most industries in soutllern

coastal China grow faster than the whole country, but most industries in.
7
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northern coastal China, northern inland China and west far inland Chi-
na grow slower than the whole country. (3) Chinese manufacturing
has a dramatic shift from inland China to coastal China and from north-
ern coastal China to southern coastal China. (4) Foreign openness and
economic liberalization both have significant positive effects on regional
industrial growth. Regional characteristics such as human capital, in-
. frastructure and geographical location have strong effects on the positive
role that FDI has for industrial growth. The explanation based on the
theory of comparative advantage and new economic geography is sup-
ported partially. (5) Contrary to local monopoly and industrial special-
ization , local competition and industrial diversity encourage regional in-
dustrial growth significantly.

Chapter seven concludes this dissertation, and points out some fur-

ther research.

Key Words: China; FDI; Foreign Trade; Industrial location; Re-
gional Industrial Growth



H
x

CONTENTS
PR /1
RBE /5
g /1
BT BB oo 1
. SFINTFAR B BB e, 1
=, PRSI AREZFEEGIEFHE 4
Z. PR E L KB TR e 8
e T P PP 16
B S FIBISETTEE  corvreerrerrereerrnnnerananenainn 16
=¥ ABRFRERRFIGHITHE e eeerrenaens 17
S o . S 17
B - - SRR 18
BN ABLTFITE URBIZTZAE oo 19
e BB EE S ceeeeerrere e 19
B 20
F—E WFE /23
F—T BEAGSSHAEEHMEWER 23
—. BRNE 5k I PE 23



Ul 795 B8 5hER = Wi R

S, BEHE, ARHDEAERNGFELEE e 32
. BEAMSREEFREB IR oo 36
=% ARV ERRERE e 37
— PR EA L ERGEEREGEBIH 37
= B ERA B LR R R B A

BBETFFR,  weovevrorreranerenneniaeniiieiiiiiiiitaiiitean, 40
. HPRAFLALHFFLERREZAESN

LREE ST weevrerernneeetae et 41
=W KPR BIREETE e 46
— MR E MR R R EEGIERDH s 46
Z. BAHME LR AR EGBRHL oo 53
=, HPERE FRHEREEAEGBRIFRL oo 56

B8 EP. ETRIBSHFEENTUWALR /59

B RRIGEEALER  coeeeeeeeeeeeeenieneeecencinenens 59
B BRI oo 62
el P BTIHHB oot e 62
Sl BETIHHBE  eeeeerrrerree e 63
Z. ERTHFBETHRIRIGE e 64
BEN FFHEHFEE: BEAFTBEANER o 64
e BEANTERELLE FEIE oo . 64
= BRAMNAFEZTRARLL, ERAEA
PN Y VTR e —— 66
. BEAALFEETARSL, AL .
B FE RSN ceeeeeeeeee oot 69
MUY BSEATIHOAEE i b 74

BEY AL BORE XSGR oo 76
, ,



i =I

=8 WREWKSTANTSE /78

B RRHEAEER  cvoeeereeeeereenenn e 78
—. K& k845 Krugman (1991b)
E L ALIEER  coreeereenrer 78
=, Fl¥F £ %# (Coefficient of Variation for
Industry)  ceeeeseeereessrneenennien e 79
AR E Y B AT E T E e, 80
=y *EM%E?%MQI‘ ................................. 81
—. &4 (F. K) # Krugman ¥ LALIHIFR
WK AFAL S T veeeeverrvnnnnnnesernnninnnenensennanns 81
=L AE (T, R) 2 ERLEBEF v 89
Z A b, BEBEGE LS e 99
B=YF PEHEVEITWVEHTILTRE oo 100
— P EHE LA EAR DA DL ceeeereeeereenereneiiiinns 100
=, PEAZLEATIF LG ERARR T R
( Localization of Chinese Industries) <«ccereereesee 103
NS PETZE TP T L £
FASFE B coeerenereeenr s 109
BUOHT  ARTE/NGE coevrererrr 112

SEPuEm FDI, WIERZE~WER: HRDIF /114
BT SEHEASPHFRANTL A5 HX

(7 = ] 5 AR R R TP T PV PP YRR PR LT PP 114
s AT ATELAR vt 114
oy R A LA ceeerrreeiiiiiiiiiiiii e 117

3



N 5 R 5 5P E R WA R

Z. AT HL R B HEER covvremrrrrmrnee 119
B IS, B, BEIEBEE e 121
— B BHAEFRIL oo 123
Ty BB RSB e 130
I EFHHEEBLGIF e 130
H=A BB EHERRRRERE e 132
— . R BAE LR e 132
= %—ﬁﬁ’%ﬂ‘ ...................................................... 133
IO FAfBPEARGIE -coveverrrreeie 142
—. PAM (Endogeneity) reeseeeererseereriiiiieiiiii. 142
=. B H £ (Heteroskedasticity) -+++eessseersreserseaneecnsnns 147
=, 3 EF£A&M (Multi - collinearity)  <erereessrrreanernie 149
BHY AEBEBRRBEEES Y oo 151
FhHE PEIUVHBRMR™WEKESR:
ELHR /153
Wt PETWEBEARREDEE e 153
— BHE I LRGSR EETRAR 153
BRI LRF R GHAETAEE 157
2. BRI FBOHA L LR LR TN
A PBEEE 160
BV PEREVEEGREHELHEG e 163
— BRE A BT e 163
. AR LR R L EAEH s 168
. B AL 4 SR )i 3 4y 3R
TACAEBBLER oeoemremer e 171
FEA A E AT AT S RIS oo 176

4



. B BATFI E AR AT ceeeeereeerrreneninees
S MR KB Rl ceeeeereeesine e
HE PEME IR IR e
— MR FELRIEEEF. FHEIE e
L MR R E T, AEIE e
BT AEE/NEE oeeeeereeeere e e

ENE PEMXTIBKREERISCEDH / 194
A AR RIIEHIIR oo

WA HBER EITEREREBERE e

%Eﬂﬁ V\]ﬂiﬁ ......................................................

. BB RN RAETFEER e
BUUH  BUREESFHT ooveeeereereeereeesesessinnsniinnnnennieeea,
BHY AERRHRE LRI S N v,

SBtE SE5SH—PHRNS[ /222

B FEEP TS X covveeervreeramrnrenennirinannnn.
— BEENG L FE KR e
o FDL, 9P R B L E AL coeerenreeernnneeniniiaeans
= FDI, PR B EME F LK cooveeereenrenrenannnns



BN x5 B8 S RE~ WER

T S BTFITHY T IA] ecereererreereen e 226
My R/ 229
WS A ATAMLZERR, oA RATALAREG ooooveev: s 229
Mok B: A DRPEHE ceorevrrrereretmmmiinice 230
MR C: B ERETBEBBE orvorvrrrrrrrrnenrerinen 232
MFED: E_BFEANARMPERITRE rovverrerin. 233
Mg E: BB RO EZROBIERE oo 241
SEIM / 247
B W/ 265

TABHAERILIHRRE / 267



*%0.1
#*0.2
%*0.3
*%0.4

*1.1

*k1.5
%31

%3.2

. 8%

PR, FDI REFHKEE (%) -ooomeeee 2
HEBFELNAETHME (%) eveeerrereeniin 5
BER AN TR IE TR (%)  eveerervrmnniennnns e 7
1952 ~1997 4 b #H . AT A WEFE I LFH

WALE AL (Go) voveerrerersmmmineiniiiiiii 14
S FANEARSUEE FERTLRARH

FET SRR cveeeevrerererenareerne e 25
EFXTHAELEIMNZBRFERARL Y

FERABIIFR oo 26
ETATHELLARABRARL Y

B FERABIFII  coervererrrerne 27
EFATHRLLAEBAZFEARS L

B RSN BTG cvevererrmneerrmn s 29
FTXTEFLEARRARREENSBHHL e 31
B &4 X Krugman £ b t#4% (TR &M

B, 1980 ~2004) cevcererrerrernernerionniiiiiiana, 82
AERAERETEEFHAL (TLE&HE

B 1080 ~2004,% )  crerereeererrinnantiienaiane 85



