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Can Pilot Free Trade Zones Facilitate the Optimization of the
FDI Utilization Structure?

An Empirical Analysis Based on the Greenfield Investment in China

LI Xiaofan MENG Ke & SHI Xiaojing
( China Institute for WTO Siudies University of International Business and Economics Beijing 100029  China)

Abstract: It is a vital support for the high—quality development of Chinas economy to optimize the structure of foreign direct

investment ( FDI) utilization by increasing the proportion of FDI in high-tech industries. Based on the industry-devel data of

greenfield investment at the prefecture city in China from 2009 to 2019 this paper analyzes the impact of the establishment of pi—

lot free trade zones ( FTZs) on the FDI utilization structure through the difference in difference in differences ( DDD) model. The

result shows that the establishment of FTZs can significantly increase the relative scale of FDI utilization in high-tech industries in

cities where they are located thus increasing the proportion of high-tech industries in FDI utilization structure and optimizing the

FDI utilization structure. Further analysis indicates that FTZs attract more investments from countries exercising better intellectual

property protection and the impact of FTZs on FDI utilization structure is stronger for cities suffering from higher policy uncer—

tainty. Meanwhile the effect is stronger for cities located in Chinas central and western regions and cities with a smaller econom—

ic scale. According to this paper China should continue to spur the development of FTZs summarize and promote the advanced

experience of FTZs and create high-standard investment environment to optimize and upgrade the FDI utilization structure.

Key Words: pilot free trade zones; structure of foreign investment utilization; high-tech industry; greenfield investment;

intellectual property protection level; policy uncertainty; DDD model
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