
�������� ��	
���
��

Identifying FDI Spillovers

Yi Lu, Zhigang Tao, Lianming Zhu

PII: S0022-1996(17)30008-9
DOI: doi:10.1016/j.jinteco.2017.01.006
Reference: INEC 3020

To appear in: Journal of International Economics

Received date: 18 November 2015
Revised date: 20 December 2016
Accepted date: 13 January 2017

Please cite this article as: Lu, Yi, Tao, Zhigang, Zhu, Lianming, Identifying FDI
Spillovers, Journal of International Economics (2017), doi:10.1016/j.jinteco.2017.01.006

This is a PDF file of an unedited manuscript that has been accepted for publication.
As a service to our customers we are providing this early version of the manuscript.
The manuscript will undergo copyediting, typesetting, and review of the resulting proof
before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that
apply to the journal pertain.

http://dx.doi.org/10.1016/j.jinteco.2017.01.006
http://dx.doi.org/10.1016/j.jinteco.2017.01.006


AC
C

EP
TE

D
 M

AN
U

SC
R

IP
T

ACCEPTED MANUSCRIPT

Identifying FDI Spillovers∗

Yi Lu

Tsinghua University and National University of Singapore

Zhigang Tao

University of Hong Kong

Lianming Zhu

Waseda University

This Version: December 2016

Abstract

This paper improves on the strategy used in the literature to identify the spillover

effect of horizontal foreign direct investment (FDI) by taking advantage of the plau-

sibly exogenous relaxation of FDI regulations on China’s World Trade Organization

accession at the end of 2001. In addition, to understand the (aggregate) FDI spillover

effect, the paper evaluates two underlying explanations (the agglomeration effect ver-

sus the competition effect, the former of which is further moderated by the absorptive

capacity of domestic firms) by distinguishing different types of FDI along various di-

mensions. Finally, the analysis uses an array of performance measures, including total

factor productivity, exporting performance, wages, R&D investment, and firm survival,

with one single data set to offer a fuller and more nuanced picture of the impact of

FDI on domestic firms.
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