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OFDI, Market Segmentation and Quality of Economic Growth
ZHANG Jian WANG Bo

Abstract. In the New Era, improving the quality of economic growth is not only af-
fected by external factors such as OFDI, but also by the intervention of local government
actions. This paper empirically analyzes the effect of OFDI on economic growth quality and
its mechanism of action on the basis of measuring the economic growth quality index of 30
provinces (autonomous regions and municipalities) from 2004 to 2018. The research finds
that the overall level of China’s economic growth quality shows an upward trend, but with
significant regional heterogeneity. The booming OFDI significantly improves the quality of
domestic economic growth, and can also significantly optimize the structure of economic
growth, promote the distribution of welfare and outcomes, improve resource use and the
ecological environment. After introducing the institutional government actions of market
segmentation and the spatial spillover effect of economic growth quality, it is found that the
effect of OFDI on economic growth quality is not only intra-regional but also inter-region-
al, but the “beggar-thy-neighbor” market segmentation strategy will generally inhibit the
effect of OFDI in improving the quality of economic growth. This study provides a new per-
spective for evaluating the effect of OFDI, and it also provides empirical evidence for the
policy-making on “breaking industrial monopoly and market segmentation” and “impro-
ving the quality of economic growth through OFDI” .

Keywords: Outward Foreign Direct Investment; Quality of Economic Growth; Mar-
ket Segmentation; Spatial Durbin Model
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