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Impact of Foreign Direct Investment on China’s
Industrial Structure Upgrading:

Based on Spatial Panel Regression Model
SHANG Tao SHANG Deqiang

( School of Humanities Economics and Laws Northwestern Polytechnical University Xian 710129 China)

Abstract: This paper aims to examine whether China’s rapid growth of foreign direct investment ( FDI) has a driving role
in the upgrading of China’s industrial structure. The paper firstly analyzes the mechanism of impact of FDI with different invest—
ment motives on China’s industrial structure. Secondly by constructing a spatial panel model using the panel data of 30 prov—
inces in China from 2003 to 2017 to explore the impact of FDI on the upgrading of China’s industrial structure. The study finds
that FDI significantly promotes the upgrading of China’s industrial structure. The faster the technological innovation is im—
proved the more perfect the operating mechanism of the financial market and the higher the level of financial development
which will also promote the upgrading of China’s industrial structure. At the regional level FDI in the eastern central and
northeastern regions has a significant positive effect on the upgrading of industrial structure while the western region has not
passed the significant test. Therefore foreign investment enterprises need to pay attention to the improvement of technology ab—
sorption capacity. The government should strengthen the guidance and service functions of the departments and increase guid—
ance to private enterprises provide legal protection for investment enterprises improve the mechanism of foreign investment
management and improve relevant legal systems.

Key words: OFDI; upgrading of industrial structure; supererogation of industrial structure; technological innovation



