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Impact of Service FDI on Technological Innovation in Chinas
M anufacturing Industry: An Analysis Based on U pstream

and Downstream Input—output R elations
YU Cheng' HU Xiaoman® SUN Zhiyu’

(1. Institute of World Economics Jiangsu Provincial Academy of Social Sciences Nanjing 210004 China;
2. MBA Education Center Nanjing University of Finance and Economics Nanjing 210003  China;
3. School of Economics Nanjing Audit University Nanjing 211815 China)

Abstract: This paper links service FDI and technological innovation of manufacturing firms through the input-eutput rela—
tionship between industry service industry and manufacturing industry. The index of service FDI penetrance is constructed to
empirically investigate the effect of foreign investment in service industry on technological innovation output of Chinas manufac—
turing industry by using the matched data of Chinas manufacturing sector and input-output table during 2004—2015. The re—
search results show the effect of service FDI on technological innovation output of Chinas manufacturing industry shows an in-
verted “U” feature which shows the superposition effect of “1 +1 > 2” in the short term and there is a long-term inhibition
effect. Compared with labor and capital-intensive manufacturing industry FDI in service industry has a more obvious short-term
amplification effect on technological innovation in technology-intensive industry but at the same time has a more obvious long—
term restraining effect. In the study of service FDI in different sectors FDI in financial service and R&D service has a stronger
short-term support for technological innovation of manufacturing industry. In terms of the different types of manufacturing indus—
try service industry FDI has a short term amplification effect on technological innovation of technology intensive manufacturing
industry.

Key words: service FDI; technological innovation; rate of industrial penetrance; manufacturing industry
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