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FDI Intensity and the Competitiveness of Local Firms

— An Empirical Research from the Unit Labor Cost Perspective

ZHANG Xiaolei XIE Jianguo ZHANG Erzhen
Abstract: By using the 1998 —2013 Chinese manufacturing firm-evel data this

paper proves that the rising FDI intensity has significant positive effect on the unit labor

cost of Chinese local firms and it’s mainly due to two reasons: The rising FDI intensity

has positive wage spillover effect on the per-capita wage of Chinese local firms; The rising

FDI intensity has negative technology crowding-eut effect on the per-eapita output of Chi-

nese local firms through the product market share squeezing-out and labor market compe—

tition mechanisms. Therefore China urgently needs to change its mode of using foreign in—

vestment to avoid the damage from the domineering FDI firms~ competition to their local

peers.

Keywords: Unit Labor Cost; FDI Intensity; Technology Crowding-eut Effect
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