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FDI Policy Targeted Measures and Upgrading
of China’s Manufacturing Industry
YAN Hongrong LIU Canlei

Abstract: Utilization of foreign direct investment ( FDI) is an important part of con—
structing an open economy for China. In the current transition period of economic growth
it is an important task for China to actively and effectively use FDI to achieve high-quality
economic growth. Base on microdevel enterprises database and Catalogue for the Guidance
of Foreign Investment Industries this paper examined the effects of FDI policy’s targeted
measures on upgrading of China’s manufacturing industry using difference —in—difference
method to reduce endogeneity bias and get systematic and rigorous empirical evidence. We
find that the targeted measures of FDI policy significantly promote the upgrading of manu—
facturing industry through channels of resource re-allocation and factor allocation efficiency
instead of R&D. The effects are significantly positive in cities with low capital intensity
SOE proportion and marketization degree in the central and western regions. Therefore
under the management system of the Negative List utilization of Catalogue of Encouraged
Industries for Foreign Investment and continuously optimizing targeted measures of FDI
policy still have positive effects on industrial upgrading.

Keywords: FDI Policy; Targeted Measures; Resource Re-allocation; Industrial
Upgrading
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