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The stratification and asymmetric effects

of FDI on urban productivity growth in China
LI Jinkai' ZHANG Tongbin’

(1. School of International Economics and Trade Dongbei University of Finance and Economics Dalian 116025 China;
2. School of Economics Dongbei University of Finance and Economics Dalian 116025 China)

Abstract: This paper measures the urban productivity index of China based on the panel stochastic frontier model and
combines the panel quantile model and panel threshold model to investigate the stratification effect of FDI on urban
productivity and its asymmetric effects under different regimes of city scale and human capital. The results show that FDI
increases the urban productivity at low and medium quantile; however with the increase of imitation risk and costs the
impact of FDI on urban productivity at high quantile is not significant. For cities with low and medium productivity the
positive effects of FDI on urban productivity can only be effectively realized when the city scale and human capital reach a
certain threshold. The implication is that FDI is still one of the main innovation driving elements for cities with low and
medium productivity and moderate expansion of city size and improvement of urban human capital level is an important
premise for the internalization of external knowledge.

Key words: FDI; urban productivity; asymmetric effect; panel quantile model; panel threshold model



