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Abstract Many studies of FDI productivity spillovers show that the existence of the
spillovers depends on whether companies of host country can absorb the spillovers or not. U-
sing a panel dataset of four-digit industries in the Chinese manufacturing sector for the period
of 19982003, this paper finds that productivity spillovers mainly come from foreign invest-
ment in other industries in the same region, and intra-industrial spillovers are relatively
small. This implies that specialized knowledge is more difficult to spill than general knowl-
edge. In general, technological gaps, absorbing abilities, the degree of cooperation between
domestic and foreign capital, and proper competition are important conditions for spillovers to
exist.
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