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Abstract : In the 21st century, the trend of globalization expands widely and rapidly. As one of
the most important drives, foreign direct investment (FDI) has been paid more and more
attention for its effects on constructing the technological innovation capability and sustainable
strategic competitivenessin the less developed countries. Now there are two different points of
view on the effect from the entering FDI to the technological development in China: postive
spillovers or negative sillovers. Infact thefina result in the most of the empirical researchesis
an output mixed the two-sded effects. We can not only judge FDI by the final result , but also
anatomize it.

The research uses production function model based on panel data from 37 industria
enterprisesin China from year 1998 to 2003. Most data comes from the yearbook of Chinese
Industry and the yearbook of science and technology of China. It supposes that the technological
spilloversfollows the path from the FDI to the industrial innovative input which includes "input
structuré’ , "input intensity” , then to the industrial innovative output which includes "innovative
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efect” , "innovative efficiency”’ , "export competitive ability’ , "marginalization risk".

In thefirst part, the direct model discusses the relationship between innovative output and
FDI. There are postive relationships between the entering of FDI and innovation effect,
innovation efficiency and export in short time. But from the view of technologica
marginalization, FDI has strong influences on local companies market reduction, technological
dependence in the long run, and R &D capabilities shrinking.

In the second part , theindirect model discusses the relationship of the two innovative output
variables mediated by innovative input intensity and innovative input structure. FDI impacts
indirectly on innovative efficiency through influencing on innovative input intensity of the
industry. And the structure of innovative fund source influences the usage efficiency of the fund
and the innovative efficiency. It also partly moderates the relationship between FDI and
innovative efficiency. Infurther study, it findsout that market growth, market competition and
technological appropriation have partial mediating effects on the relationship between FDI and
innovative input intendty of theindustry.

In summary , more and more technologies of the industriesin China will come from outward
sourcesin thefuture. The globalization of manufacturing has opened the opportunity window of
learning for Chinese companies. And it brings big challenges at the same time.

Key words: industrial technological innovation; foreign direct investment ; technological spillover ;
mediation eff ect
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