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Does IFDI Promote OFDI through Foreign Trade Channels?

An Empirical Analysis Based on China’s Provincial Panel Data

LIU Jinhuan
( School of Economics Fudan University Shanghai 200433  China)

Abstract: By selecting related data of provinces ( municipalities autonomous regions) in China this paper empirically
tests whether IFDI promotes China’s OFDI through foreign trade channels by using instrumental variable method and two-stage
least squares method ( 2SLS) . The results show that at the national level TFDI does not promote OFDI through export chan—
nels  but produces obviously negative inhibition IFDI has a significant positive effect on OFDI through import channels. From
the regional level IFDI in the eastern region inhibits OFDI through export channels and import channels respectively IFDI in
the central region has a positive effect on OFDI through export channels and restrains OFDI through import channels IFDI in
the western region has inhibitory effect on OFDI through export channels and has promoting effect on OFDI through import chan—
nels but all are not significant. Before and after the financial crisis the impact of IFDI on OFDI through export channels has
changed from a non-significantly positive promoting effect to a significant negative inhibitory effect and the influence of IFDI on
OFDI through import channels has changed from a non-significantly negative inhibition to a significantly positive promotion. On
this basis some suggestions are put forward for China to make better use of IFDI to promote OFDI in the future.

Key words: IFDI; OFDI; foreign trade channel; export channel; import channel
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