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decomposes the impact of FDI on the environment of the host country into three
effects: scale effect, structure effect and technical effect. It also draws on the panel
data from 36 Chinese industries in 2001-2009 and uses the structural econometric
model and SYS-GMM to explore the relationship between the level of FDI inflow and
pollutant discharges. The major finding of the study is that FDI is beneficial to the
reduction of industrial pollutant discharges either in general or in a specific industry,
because the positive technical effect of FDI brought about by technical introduction
and expansion surpasses the negative scale and structure effects. Furthermore, since
the level of FDI inflow still lags behind the optimal level of environmental protection
in China, China should encourage the entry of those foreign-invested enterprises with
technical advantages in environmental protection.

(4) Spatial Spillover and the Convergence of Regional Economic Growth: A Case Study
of the Yangtze River Delta
Qin Chenglin, Liu Yingzia and Li Chao * 76 -

Spatial club convergence means that a group of regions that are similar in initial
conditions and structural features of economic growth and are spatially adjacent
gradually converge toward each other in economic growth. Spatial club convergence
works on the mechanism that spatial spillover motivates the localized growth of
regional economy, which in turn leads to spatial club convergence. Using the
theoretical model of regional economic growth that contains spatial spillover, this
study shows that spatial spillover may lead to spatial club convergence. Our empirical
analysis of the regional economic growth in the Yangtze River Delta in 1990-2007
also shows that spatial spillover can affect regional economic growth, and that spatial
club convergence does exist. Taking into consideration the factor of spatial spillover ,

the rate of spatial club convergence in the Yangtze River Delta is 1.57 % .

(5) Behavioral Logic and Institutional Basis of Local Developmental States
Yu Jianxing and Gao Xiang * 95

The behavioral patterns of local states cannot be adequately explained by
theories of “ Fiscal Federalism with Chinese Characteristics” and “ Regionally
Decentralized Authoritarianism.” The dominance of fiscal revenue maximization on
the behaviors of local states does not suggest that a regionally-decentralized financial
system is a necessary condition for the formation of a local developmental state. In
a regionally decentralized context, the horizontal accountability system does not
have effective control over the behaviors of local states. whereas the vertical
accountability system with the core of personnel power also has obvious limitations.
Due to information asymmetry and other reasons, the central state hardly has the
pervasive power of shaping the behavioral patterns of local states. Both the defects
of the horizontal accountability system and the limitations of the vertical
accountability system have propelled the maximization of fiscal revenues to become
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