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The Impacts of FDI on the Market Power
——Empirical Evidence from Manufacturing Equipment Industries in China

Chen Yan
(Antai College of Economics & Management, Shanghai Jiao Tong University, Shanghai 200030)

Abstract: Using China’s Industrial Enterprises data from 1995 to 2007, this paper estimates the production function and TFP
of Manufacturing Equipment Industries with OLS, OLS with fixed effects, OP and LP method. It then calculates enterprises’ markups
as reference to market power according to De Loecker and Warzynski (2011) and analyzes the impacts of FDI on the market power.
Finally, it finds that at present, the technological spillover effect is larger than competitive effect, which means manufacturing equip-
ment industries in China are still seeking foreign technologies to increase competitiveness and the concentration level has decreased
with entrance of foreign capital.
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