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The Influence Mechanism and Effect of Foreign Capital Entering on the Price
Changes of China’s Industrial Sectors

FENG Gen-fu, MAO Yi
(School of Economics and Finance of Xi’an Jiaotong University, Xi’an 710061, China)

Abstract: What kind of variation it would take to the changes of China’s industrial sectors price along with
the entry of foreign capital? What was its influence mechanism? In this paper, we solve these problems from the
view of theory and demonstration separately. The study found that: both in the short-term and long—term, the entry
of foreign capital influenced the change of China’s industrial sectors price all through improving labor productivity
and weakening monopoly power. In the short—term, there was a stronger inhibiting effect to the rise of China’s
industrial sectors price from improving labor productivity caused by the entry of foreign capital, however, in the
long —term, there was a stronger inhibiting effect to the rise of China’s industrial sectors price by weakening
monopoly power caused by the entry of foreign capital. From 1999 to 2012, Chinese industrial labor productivity
increased by 25.0598% , monopoly power decreased by 1.7538%, and China’s industrial sectors price reduced by
2.4629% because of the entry of foreign capital. Research results indicated that, since China’s reform and opening
up, the entry of foreign capital promoted the raising of the Chinese industry sectors labor productivity, weakening
monopoly power of some industries in China, reducing China’s industrial sectors prices and curbing inflation on the
whole, thereby it improved the level of the Chinese social welfare.
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