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(TfE%E  FT5)
Measurement of Regional Differences on FDI and Its Effect
on Competitiveness of Manufacturing Industries
XUAN Ye LI Si-hui

Abstract: According to the differences on regional economic scale, the T index describes the
differences and its variation between regions better. With the panel data of 30 provinces (municipali-
ties, autonomous regions) between 1990 to 2007, the paper tests the effect of FDI’ s regional differ-
ences on the competitiveness of manufacturing industries. The paper shows that there is a negative
correlation between the regional differences on FDI and the competitiveness of manufacturing indus-
tries in China. The promotion of FDI spillover effect to the competitiveness of manufacturing indus-
tries is closely related to the local absorptive capacity and the breadth, depth of FDI involved in
the local economy. Affected by the development path, scientific research level and innovation abili-
ties, the competitiveness of manufacturing industries in southeastern and Bohai Rim is less sensitive
to the change of the regional differences on FDI, otherwise, the other regions in China are more
sensitive. On the basis of the conclusions, the paper proposes the relevant policy recommendations
on the strategy of attracting investment and the development of regional economy in China.

Keywords: Foreign Direct Investment; Scale differences; Technology spillover; Industrial
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