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The Impact of Smart City Pilot Initiative on FDI
—Evidence from a Quasi-natural Experiment

HE Lingyun' MA Qingshan> ZHANG Yuanmeng'

( 1. School of Economics Zhongnan University of Economics and Law Wuhan Hubei 430073;
2. School of Economics Xiamen University Xiamen Fujian 361005)

Abstract: Based on the panel data of 227 cities in China from 2005 to 2019 this
paper applied the Difference-in-Differences ( DID) to explore the impact of smart city pilot
initiative on FDI. The results show the program positively contributes to the volume of
FDI. Moreover the outcome holds with a series of robust tests. Statistically the positive
effect emerges in cities one year after introducing the initiative with the extent being rein—
forced afterward; it also has a strong positive impact in eastern and central regions as well
as large and medium-sized cities while the influence remains insignificant in the rest
areas in China. The heterogeneity does not exist due to the levels of the city. Furthermore
the paper also reveals that improving the business environment and technological
innovation is the primary channel through which the positive relationship between smart
city pilot initiative and FDI is established. The finding provides a guideline on building a
higherdevel open economy and transforming China from a trader of quantity to a trader of
quality through the lens of the innovation of the urban development model.

Keywords: Smart City Pilot; FDI; Difference-in-Differences; System Innovation
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