
Assessing the factors that promote foreign direct investment in China 

In Partial Fulfillment of the Requirements 

for the Bachelor of Science in Finance 

by 

SHEN Yihong 

1025794 

May, 2020 



 
 

Table of Contents 

ABSTRACT .................................................................................................................. 1 

1. INTRODUCTION ...................................................................................................... 2 

2. LITERATURE REVIEW ............................................................................................... 4 

2.1 Current Situation ............................................................................................................................... 4 

2.2 Factors affected patterns of foreign direct investment ...................................................................... 5 

2.2.1 Economic affect ................................................................................................................................. 5 

2.2.2 Political affect .................................................................................................................................... 5 

2.2.3 Culture affect ..................................................................................................................................... 6 

2.3 Economic restructuring and its influence on inflow FDI in China ........................................................ 6 

2.3.1 Economic restructuring in China ....................................................................................................... 6 

2.3.2 Advantages ........................................................................................................................................ 7 

2.3.3 Disadvantages ................................................................................................................................... 7 

2.4 The turbulent international environment and its influence on FDI..................................................... 8 

2.4.1 US-China Trade War .......................................................................................................................... 8 

2.4.2 Finance Crisis ..................................................................................................................................... 8 

3. METHODOLOGY & DATA ......................................................................................... 9 

3.1 Dependent Variable ......................................................................................................................... 10 

3.1.1 Foreign Direct Investment Actually Utilized .................................................................................... 10 

3.2 Independent Variable ...................................................................................................................... 11 

3.2.1 Gross Domestic Product (GDP) ........................................................................................................ 11 

3.2.1 Producer Price Index (PPI) ............................................................................................................... 11 

3.2.3 Economic Policy Uncertainty (EPU) ................................................................................................. 11 

3.2.4 Immigration number from China to the US..................................................................................... 12 

3.3 Regression Model ............................................................................................................................ 12 

3.3.1 Multiple Regression Model ............................................................................................................. 12 

3.3.2 Simple Regression Model ................................................................................................................ 13 

4. ANALYSIS & FINDINGS .......................................................................................... 14 

4.1 The influence of the economy on FDI inflow in China....................................................................... 14 

4.1.1 Null Hypothesis ............................................................................................................................... 14 

4.1.2 The assumed model ........................................................................................................................ 14 

4.1.3 The result of regression ................................................................................................................... 14 

4.1.4 Analysis ............................................................................................................................................ 15 

4.2 The influence of politics on FDI inflow in China ................................................................................ 16 
4.2.1 Null Hypothesis ............................................................................................................................... 16 



 
 

4.2.2 The assumed model ........................................................................................................................ 16 

4.2.3 The result of regression ................................................................................................................... 16 

4.2.4 Analysis ............................................................................................................................................ 17 

4.3 The influence of immigration on FDI inflow in China ........................................................................ 17 

4.3.1 Null Hypothesis ............................................................................................................................... 18 

4.3.2 The assumed model ........................................................................................................................ 18 

4.3.3 The result of regression ................................................................................................................... 18 

4.3.5 Analysis ............................................................................................................................................ 18 

5. CONCLUSION ........................................................................................................ 18 

6. REFERENCE ........................................................................................................... 19 
 

7. TABLES AND FIGURES 
Table 1 The result of the regression model of PPI, GDP, and FDI inflows                                

Table 2 The result of the simple regression model of EPU and FDI inflows in China18          

Table 3 The result of the simple regression model of Immigration and FDI inflows in China            

8. APPENDIX 

Appendix A: Output of the regression analysis in Excel 

 

 

  



1 
 

ABSTRACT 
It is essential for China to attract foreign direct investment because it usually brings not only 

capital but also technology and management experience to the local enterprise and makes 

contributions to Chinese economic development. This study investigates the impact factors of 

foreign direct investment actually utilized in China. It mainly focuses on the economic, politic and 

immigration aspects. I established the multiply and simple regression models respectively by 

using the data of gross domestic product (GDP) and producer price index (PPI), economic policy 

uncertainty (EPU) from 2000 to now, and the number of Chinese immigrants to the United States 

from 1986 to now. After analyzing the three regression models, there is the conclusion that 

economic growth, increasing political uncertainty, and rising migration amount will lead to the 

growth of FDI. Last, there are some suggests helping countries to keep its competitiveness in the 

world capital market, such as adhering to the policy of economic restructuring. 
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1. INTRODUCTION 
With booming international trade among different countries, foreign direct investment (FDI) is 

more and more critical for China. As a result, China needs to attract outstanding foreign 

companies to contribute to Chinese economic progress. 

FDI brings advanced technologies in the manufacturing sector and drives the development of 

upstream and downstream industries via technology spillover. Besides, FDI introduces much 

more mature management concepts for native enterprises. For example, at the beginning of 

Economic Reform and Opening-up in 1978 in China, there were lots of local enterprises absorbing 

relative mature management concepts from foreign companies and applying them in the daily 

operation by combining with the Chinese national conditions. At the same time, FDI also creates 

a lot of job opportunities for Chinese citizens and tax revenue to the government.  

To analyze the FDI inflows and how it was affected, the first step is to understand the current 

situation about FDI in China. In the beginning, this paper finds out the tendency of FDI inflows in 

recent years and briefly analysis the peaks and troughs and calculates the growth rate year to 

year. Then, this paper tries to find the relationship between FDI inflows and economic, policies 

and cultural factors. 

Besides, because the economic restructure in China will affect relevant policies and economic 

models in the future, it is necessary to analyze the reactions of foreign investors with changes in 

the Chinese internal economic structure.  

Finally, FDI not only has to face the dynamic internal investment environment but also has to 

recognize tremendous changes in the international financial market in the past ten years. 

Therefore, by analyzing the FDI change during the economic crisis and the US-China trade war, 

this paper puts forward relevant suggestions to help China maintain its advantages in the 

fluctuating international market.  
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The rest of this paper is arranged as follows: Section 2 reviews the existing literature in this field. 

Section 3 explores the correlation between economic development and FDI in China by using 

data from the past 15 years. Meanwhile, Section 3 also describes some politics and collects the 

FDI behavior after the policy issue to analysis the relationship between politics and FDI inflows 

in China. Section 4 comes up with the result of data regression models based on three different 

aspects. At last, Section 5 gives a conclusion about the findings as well as the suggestion to 

improve the FDI inflows in China. 
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2. LITERATURE REVIEW 
2.1 Current Situation  

In figure 1.1, there was the total amount of FDI in China every year since 2003. The data collected 

by the National Bureau of Statistics of China (NBC) showed that the overall tendency of inflows 

FDI is increasing during the last fifteen years. With the deepening of Reform and Opening-up, 

China, as an emerging market, had attracted many foreign investors to do their business in China. 

In 2009, there was a noticeable decline in FDI in China. It was because of the financial crisis in 

2008 (Jin, Jian & Chen, 2010). Then in 2012 and 2016, they all had a small decline. Shen Danyang, 

a spokesman for the Ministry of Commerce of China, said that although some foreign 

manufacturing industries have moved to foreign countries, multinational companies still had 

high confidence in China's investment environment.  

 

(Data source: NBC http://data.stats.gov.cn/english/ ) 

 

Form the NBC, there were five sectors which are most likely to attract foreign investment in 2018: 

Manufacturing, Information Transmission, Computer Services, and Software, Real Estate, 

http://data.stats.gov.cn/english/
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Leasing and Business Services, and Wholesale and Retail Trades. In addition, there was a 

significant going up in the information transmission sector during the recent three years.  

2.2 Factors affected patterns of foreign direct investment 

2.2.1 Economic affect 

The economic develop rapidly in the last years with economic reform. China attracted inflow FDI 

by its gradually increasing economic even if there were no preferential policies (Mah, 2010). At 

the same time, comparing the ability of different regions of China to attract foreign investment, 

Ouyang and Fu (2012) found that foreign investors preferred to invest in the relatively developed 

city in China. Thriving economic also makes more and more people have access to better 

healthcare and education. The study found that the acquisition of human resources, the health 

status of employees, and the expertise was significant for foreign investors to invest in China 

(Salike, 2015). Besides, Hosoe, Latorre (2016), and Xing (2006) all insisted that the devaluation 

of RMB also increased the inflow FID via the evidence from Japan FDI in China.   

2.2.2 Political affect 

Sometimes, politics will have a positive and negative influence on FDI inflows in China. For 

example, European investment continues to be sluggish was partly because of the existence of 

market access principles (Hanemann & Huotari, 2018).  

Strict environment regulation directly decreases the inflow of FDI in China. But for the host 

countries who were demanding in their environmental protection, they were less sensitive to 

the issue of environment protection act in China, but foreign countries with less ecological 

awareness are prone to exist the Chinese market due to the increasing control in the 

environment (Cai, Lu, Wu & Yu, 2016).  
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Except for the polity in the environment, fiscal decentralization also impacted inflows FDI in 

China. According to Sun and He (2014), foreign investors were more willing to invest in countries 

with fiscal decentralization. At last, market access hurdles will also affect the entry of foreign 

capital into China. Du, Lu, Tao (2008) also found that China with lower levels of political 

corruption and government interference in trade will be more attractive to American investors.  

In conclusion, the economic policy uncertainty in target countries would affect the decision of 

the host country’s outflow foreign direct investment (Chen, 2019). Foreign investor tends to 

invest in countries with low economic policy uncertainty when the economy has an excellent 

economic growth trend. But when the economy is in a depression or a downward trend, it is in 

the opposite.  

2.2.3 Culture affect 

In addition to economic and political factors, the society or culture of the invested country will 

also affect the inflow of FDI. For example, migration has a significant impact on the inflow of FDI. 

Ye Min (2014) and Gao (2003) both believed that overseas Chinese could bring more FDI and 

indirectly promote economic globalization. And, based on different cultures of different 

countries, foreign investment was more inclined to countries “with a high level of power distance, 

strict social norms and individualistic approach attract more FDI” (Kayalvizhi & Thenmozhi, 2017).  

2.3 Economic restructuring and its influence on inflow FDI in China  

2.3.1 Economic restructuring in China 

The primary purpose of economic restricting in China was to change the growth model of China's 

economy. For example, China was supposed to shift from extensive economic growth mode to 

energy-saving and environmental protection economic growth mode. And it also focuses on the 

economic growth mode characterized by technological innovation (Wei, 2011). The emphasis on 
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the environment and the continuous promotion of science and high-technology will also affect 

the inflow of FDI in China. 

2.3.2 Advantages 

The economic transformation made China's economy develop healthily. Because the state 

mainly supports the science and technology sector, the number of patents owned by Chinese 

enterprises was also growing. It shows in Figure 1.2. Meanwhile, the state paid more and more 

attention to the protection of intellectual property. As a result, the research of Owokuse and Yin 

(2010) proved that China's strengthening of intellectual property protection has a positive and 

significant impact on foreign direct investment in recent years. For example, American 

multinational companies preferred to invest in the region with better intellectual property 

protection (Du, Lu & Tao, 2008). 

2.3.3 Disadvantages 

In the study of The Impact of Foreign Direct Investment (FDI) on the Environment, Jiajia Zhang 

and Pengfei Sheng (2017) found that FDI will increase China's carbon dioxide emissions. The FDI’s 

impact on the environment in China was not consistent with Chinese environment protection 

purposes, so this may affect the threshold for FDI to enter China. For example, in 2014, Law of 

the People's Republic of China on the Prevention and Control of Atmospheric Pollution, which 

related to environmental protection in China, under the national standards for atmospheric 

quality and the national economic and technical conditions, the environmental protection 

department formulated the standards for the discharge of atmospheric pollutants. As a result, 

the implementation of environmental protection policy had a specific inhibitory effect on the 

inflow of foreign capital (He, 2006). 
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2.4 The turbulent international environment and its influence on FDI 

2.4.1 US-China Trade War  

Since the United States began to impose additional import taxes on partial goods which were 

import from China, so far, the United States had imposed higher taxes on China's $550 billion 

worth of products. In contrast, China had raised its tax rate on US exports which worth $18.5 

billion.  

With the increasing trade conflicts between China and the United States, China had not been 

affected by it in attracting foreign direct investment; however, the number of projects had 

increased compared with previous years. Even some foreign investors have transferred their 

direct investment in the United States to China (Chen & Gao, 2019). First, that was because China 

has an enormous market to attract foreign investment. In the recent ten years of the United 

Nations World Investment Outlook Survey (IPASurvey), China is one of the countries that can 

attract foreign investors most. Second, the uncertainty of the business environment in the 

United States made it difficult for enterprises investing in the United States to manage their 

political risks (Chen & Gao, 2019). 

Given the current situation of the US-China trade war, Gao and Chen (2019) proposed that China 

must seize the opportunity and deepen reform to achieve sustainable economic development. 

2.4.2 Finance Crisis 

Since 2008, the finance crisis led to the crashing of the financial market of most countries in the 

world. For developing countries, foreign direct investment actually utilized decreased after the 

financial crisis (Ucal, Ö zcan, Bilgin & Mungo, 2010). The financial crisis also had a significant 

influence on foreign direct investment inflows in China in a short time (Shen, 2010). China must 
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take measures to reduce the adverse effects of the international financial crisis on the inflow of 

FDI, to ensure the stable growth of China's economy.  

Hongfei Jin, Yongjun Jian, and Lixian Chen (2010) argued that China should keep the stock market 

active to attract the inflow FDI, consider a moderate depreciation of the RMB, and adopt the 

exchange rate policies such as increasing the export tax rebate rate. For example, In Yuqing Xing's 

(2006) research on Japanese FDI in China, “the devaluation of the Yuan substantially enhanced 

inflows of direct investment from Japan.” However, Shen (2010) believed that reducing the 

threshold of foreign capital inflows can attract more foreign capital inflows after the financial 

crisis.  
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3. METHODOLOGY & DATA 
This section used data that can be used to represent Chinese economic development, Chinese 

policy changes, and Chinese immigration to the United States to set up the regression model and 

study economic, policy, and immigration factors’ impact on the amount of FDI actually utilized 

in China.  

3.1 Dependent Variable  

3.1.1 Foreign Direct Investment Actually Utilized 

 Chinese FDI actually utilized is the amount of investment actually executed under the 

investment agreement (contract) in the process of Chinese governments, departments, 

enterprises, and other economic organizations through foreign loans, absorption of foreign 

direct investment and other ways to raise foreign exchange, equipment, technology, and other 

resources. 

All the data which are related to foreign direct investment is collected from the National Bureau 

of Statistics. There are three sets of data on FDI. The first set of data is quarterly, from 2000 to 

the third quarter of 2019. It is mainly used to find out the relationship between Chinese overall 

national income improvement and FDI. The second set of data is monthly data at the same time 

as the first set of data. It is mainly used to figure out the relationship between FDI and policy 

changes in China. The last data set is annulling data from 1987 to 2017. 

I used monthly and quarterly data because more observation can reduce the error. Also, after 

2000, China engaged in the World Trade Organization, which increase foreign direct investment 

a lot in China (Whalley & Xin, 2009). Therefore, using the data after 2000 is closer to the current 

situation of foreign direct investment inflows in China.  
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3.2 Independent Variable 

3.2.1 Gross Domestic Product (GDP) 

Gross domestic product (GDP) is the final result of the production activities of all citizens of a 

country in one year or a specific time. It is generally recognized as the best indicator to measure 

the economic situation of a nation. It reflects the commercial strength and market scale of China. 

So, I chose GDP as a microeconomic index to represent the economic development in the 

multiple regression model. Quarterly Data about GDP in China is collected from NBC from 2000-

2019. 

3.2.1 Producer Price Index (PPI) 

The producer price index (PPI) is an index to measure the changes in the factory price of products 

of industrial enterprises. It is not only an essential economic index reflecting the price changes 

in the production field in a certain period but also a fundamental basis for formulating relevant 

economic policies and national financial accounting. Meanwhile, PPI is a potential index to 

measure inflation. Therefore, I also use PPI as an index to measure the Chinese macro-economy. 

It has the same time as GDP. 

3.2.3 Economic Policy Uncertainty (EPU) 

Chinese EPU index only refers to news index, so it is called news-based EPU. It is developed by 

Steven J. Davis, Dingqian Liu, and Xuguang S. Sheng depend on the Chinese mainland newspaper. 

They selected the articles related to economic policy uncertainty in authoritative publications in 

China, by searching the keywords such as uncertainty, economy, policy, tax, hanging, regulation, 

the central bank, budget, and discount. And then, they calculated the EPU index by statistical 

and standardized processing. Economic policy uncertainty is mainly used to reflect the economic 

and policy uncertainty of the world's major economies. Therefore, I chose the EPU index to 
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represent the policy changes in China. Besides, I used the EPU data for China is monthly from 

2000 to 2019. 

3.2.4 Immigration number from China to the US  

At last, to figure out the relationship between immigration and FDI, I find the immigration 

amount from China to the US from 1986 to 2017. If we choose the data of Chinese immigrants 

to all countries as variables, there will not be enough observations to support my conclusion, 

since the official data of Chinese immigrants (compiled by the World Bank) is updated every five 

years. Therefore, I use the US as a sample area to run the simple regression model.  

Since China started its reform and opening up in 1978 and introduced a lot of foreign investment, 

I chose to use the annual immigration data that can be found on the Homeland Security website 

in the United States after that as a variable. Besides, the oldest date and the recent update data 

on the site are 1986 and 2017.  

3.3 Regression Model 

I divided the four independent variables into three groups. According to the factors of economy, 

politics, and immigration, I made three different regression analyses to find the relationship 

between the independent variables and FDI inflows in China. In this model, it separately defined 

the independent variable as “x.” Foreign direct investment actually utilized, which is the 

dependent variable, is defined as “y.”  

3.3.1 Multiple Regression Model 

First, there is a multiple regression model, which is testing the relationship between the 

economy in China and FDI actually utilized in China. The independent variables used in this model 

are the gross domestic product (GDP) and the producer price index.  
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Null hypotheses: H0: PPI has no impact on and FDI Actually Utilized in China; H0: GDP has no 

effect on FDI Actually Utilized in China.  

Assumed model: Y= α+β1*X1+β2*X2. Among them, Y=Foreign Direct Investment Actually Utilized 

in China, X1=Producer Price Index (PPI) in China, and X2=Gross Domestic Product (GDP) in China.  

3.3.2 Simple Regression Model 

Second, there is a simple regression model that is used to figure out the relation between policy 

changes in China and foreign direct investment actually utilized in China.  

Null hypotheses: H0: There is no relation between EPU and FDI Actually Utilized in China  

Assumed model: Y= α+β1*X1. Among them, Y=Foreign Direct Investment Actually Utilized in China, 

X1=Economic Policy Uncertainty (EPU) in China. 

Last, there is the simple regression related to immigration and foreign direct investment actually 

utilized in China.  

Null hypotheses: H0: Immigration from China to the US has no impact on FDI Actually Utilized in 

China. 

Assumed model: Y= α+β1*X1. Among them, Y=FDI Actually Utilized from the US to China, 

X1=Immigration amount from China to the US. 
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4. ANALYSIS & FINDINGS 
According to the previous article, the factors that affect the FDI Actual utilization in China include 

economic, political, and immigration factors. This section explains the finding of the relationship 

between dependent variables and the independent variables by doing the regression function in 

Excel.  

4.1 The influence of the economy on FDI inflow in China 

First, in establishing the model to explore the impact of the economy on FDI, I used the quarterly 

data from 2000 to September 2019: Gross Domestic Product (GDP) and Producer Price Index (PPI) 

to reflect the economic development since China 2000 joined the world trade organization. I 

used the quarterly data from 2000 to present to ensure that there are enough observation 

groups to reduce the deviation. Besides, after joining the WTO, China has realized a wider 

opening up. Compared with the earlier data, these data have more research significance, 

because they are close to the current situation. By studying the factors influencing FDI since 2000, 

we can make appropriate suggestions for China's foreign trade in the future.  

4.1.1 Null Hypothesis 

H0: PPI has no impact on FDI Actually Utilized in China. 
H0: GDP has no impact on FDI Actually Utilized in China. 

4.1.2 The assumed model: Y= α+β1*X1+β2*X2 

Y=FDI Actually Utilized in China 
X1=Producer Price Index (PPI) in China 
X2=Gross Domestic Product (GDP) in China 

4.1.3 The result of regression: 

Table 1 The result of the regression model of PPI, GDP, and FDI inflows 

Multiple Regression Model Simple Regression Model 

 Coefficients P-value T Stat Significant F T Stat R Square 

GDP 0.00109948 1.49E-27 16.9607 8.9929E-28 16.9930 0.7895 

PPI 24.2752 0.027214 2.25194 0.03633 2.1304 0.0557 
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4.1.4 Analysis 

The result of the multiple regression model and the simple regression model are the same. They 

all show that the gross domestic product (GDP) and producer price index (PPI) has a positive 

relationship with FDI in China. From Table 4.1, it is obvious that gross domestic product has a 

strongly positive correlation with FDI inflows in China, and the producer price index also has a 

positive linear correlation with foreign direct investment. And through the data obtained by 

multiple regression, we can get the equation: 

Y= 1105.92+0.0011*GDP1+24.28*PPI 

The main purpose of the producer price index is to measure the price changes of various 

commodities in different stages of production and to reflect the trend of inflation to a certain 

extent. Moreover, gross domestic product is the best indicator to measure a country's economic 

situation by calculating all the products of an economy according to the market price. To some 

extent, the gross domestic product and producer price index can reflect the speed of China's 

economic growth.  

Gross domestic product growth can reflect the consumption level of residents; that is to say, the 

economy has a large market. However, when multinational companies choose the location of 

their subsidiaries, their first consideration is the local market demand. As a result, the GDP 

growth of the economy can attract more FDI to some extent, because it gives confidence to 

foreign investors. 

As for the producer price index, to some extent, it reflects the inflation of the economy. An 

economy cannot maintain a stable and low inflation rate when the economy is growing steadily. 

On the contrary, when the price of the economy increases, it can reflect the overall economic 

growth of the economy. At the same time, inflation will also cause appropriate depreciation of 



16 
 

RMB, which is in line with Hosoe, Latorre (2016), and Xing's (2006) perspective that the 

devaluation of RMB also increased the inflow FID. 

As a result, the regression result that PPI and GDP have a positive relationship with FDI inflows 

in China consistent with Mah (2010) view that China attracts foreign investment because of its 

growing economy. 

4.2 The influence of politics on FDI inflow in China 

Except for economic impact on FDI actually utilized in China, it was evident that politics can also 

affect the FDI inflows in China, according to the previous pieces of literature. The economic policy 

uncertainty index I use is the data proposed by Steven J. Davis, Dingqian Liu and Xuguang S. 

Sheng and is based on the Chinese mainland newspapers. I chose the economic policy 

uncertainty index to represent the change of government decisions. It is because that EPU is 

mainly used to reflect the economic and policy uncertainty of the major economies in the world. 

I used the monthly data from 2000 to present as well as the FDI actually utilized in China. For the 

same reason, in 4.1, monthly regression is used instead of annual or quarterly data that is 

because it can cover more observation and more period.  

4.2.1 Null Hypothesis 

 Economic policy uncertainty (EPU) has no impact on FDI inflows. 

4.2.2 The assumed model: Y= α+β1*X1 

 Y =FDI Actually Utilized in China 

 X1 = Economic policy uncertainty (EPU) in China  

4.2.3 The result of regression: 

Table 2 The result of the simple regression model of EPU and FDI inflows in China 

 Coefficients P-value t Stat Significance F R Square  

EPU 23.09 3.39E-23 11.08 3.38662E-23 0.59 
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4.2.4 Analysis  

According to Table 4.2, it is obvious that economic uncertainty has a high positive impact on FDI 

in China. There I do not reject the Null Hypothesis and come up with the equation according to 

the simple regression:  

Y= 5154.73+23.09*EPU 

This result is consisting of the previous study. For example, both Hanemann and Huotari (2018) 

and Cai, Lu, Wu, and Yu (2016) have explored that a specific measure can affect the inflow of FDI. 

But the result is different from Chen’s opinion. Chen argued that in the period of good economic 

development, a foreign investor tends to invest in countries with low economic policy 

uncertainty. China's economy has been growing in recent years, but the amount of FDI is still 

increasing, with the uncertainty of economic policy increasing. I think that can be attributed to 

China's increasing opening up. The higher consumer demand in China will attract foreign 

investors. In addition, the same policy has different effects on investors in different countries. 

For example, economic policy uncertainty does not affect the big company’s investment 

decisions.  

4.3 The influence of immigration on FDI inflow in China  

Last, there is the finding of the relation between immigration amount from China to the United 

States from 1983 to 2018. I used this range of data because the office of immigration amount 

from China to other foreign countries is being collected by the government every five years; in 

order to get enough observations, I choose the U.S. as a sample area to do the regression. In 

addition, after 1978, China carried out reform and opening-up. As a result, a large number of 

foreign investments began to enter China. So, it's pointless to study data too early. Last, by 

setting the modal using the regression in Excel, I come up with some findings of my analysis. 
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4.3.1 Null Hypothesis 

Immigration from China to the US has no impact on FDI inflows in China. 

4.3.2 The assumed model: Y= α+β1*X1 

 Y =FDI Actually Utilized (from the US to China) 

 X1 = Immigration amount from China to the US  

4.3.3 The result of regression: 

Table 3 The result of the simple regression model of Immigration and FDI inflows in China 

 Coefficients P-value t Stat Significance F R Square 

Immigration 0.1651 0.0124 2.6667 0.0124 0.1969 

 

4.3.5 Analysis  

From Table 4.3 shows that immigration does have a positive impact on FDI actually utilized in 

China. Therefore, I reject the Null Hypothesis and come up with the equation: 

Y= 0.032+0.165*Immigration from China to US 

The result is the same as Ye Min (2014) and Gao (2003) opinion that overseas Chinese can bring 

more FDI into China and also indirectly promote economic globalization. I think the primary 

reason for this phenomenon is that China is a country that pays attention to kinship. When 

Chinese residents migrate to other countries, their relatives are still at home. Therefore, 

overseas Chinese will maintain close economic ties with China. Secondly, the rapid development 

of China's economy is also the reason to attract overseas Chinese back to China for development. 

It is the same reason in 4.1.  

5. CONCLUSION 
The last section comes up with the outcome of the factors that affected the FDI in China via the 

data from 1986 and 2019. In terms of economy, the growing national economy can attract more 
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foreign investment. At the same time, the devaluation of RMB can also increase the actual 

utilization of China's foreign direct investment. In terms of the policy, the attitude of foreign 

investors towards China is different from that of other countries. It shows that as political 

instability increases, they are more inclined to invest in China. As for immigration, the residents 

who immigrated from China to foreign countries are more prone to invest in China because of 

the fetters between their relatives. 

Therefore, China must keep economic restructuring. Combined with the situation in recent years, 

economic restructuring can effectively increase national income, and make the RMB more stable. 

At the same time, the new policies issued to deepen the economic structure increase the 

economic polity uncertainty, but also make China more attractive to foreign investors to some 

extent.  
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7. APPENDIX 
Appendix A: Output of the regression analysis in Excel 

 
  

Regression 

Statistics

Multiple R 0.90

R Square 0.80

Adjusted R 

Square
0.80

Standard 

Error
388.25

Observations 79.00

ANOVA

df SS MS F
Significa

nce F

Regression               2.00 4.7E+07 2.3E+07     154.55 1.66E-27

Residual             76.00 1.1E+07 1.5E+05

Total             78.00 5.8E+07

Coefficients
Standard 

Error
t Stat P-value

Lower 

95%

Upper 

95%

Lower 

95.0%

Upper 

95.0%

Intercept 1091.24 81.96 13.31 1.5E-21 928.00 1254.47 928.00 1254.47

CHN GDP (10 

Million Yuan)
0.0011 0.0001 16.9607 1.5E-27 0.0010 0.0012 0.0010 0.0012

CHN PPI 24.28 10.78 2.25 2.7E-02 2.81 45.74 2.81 45.74

Table 1 SUMMARY OUTPUT OF GROSS DEOMESTIC PRODUCT AND PRODUCER PRICE INDEX



 
 

 

 
  

  
 

Multiple R 0.59

R Square 0.34

Adjusted R Square 0.34

Standard Error 2727

Observations 236

ANOVA

df SS MS F Significan

ce F

Regression 1 9.12E+08 9.12E+08 122.66 3.39E-23

Residual 234 1.74E+09 7.44E+06

Total 235 2.65E+09

Coefficients Standard 

Error

t Stat P-value Lower 

95%

Upper 

95%

Lower 

95.0%

Upper 

95.0%

Intercept 5154.73 289.19 17.82 1.79E-45 4584.98 5724.48 4584.98 5724.48

EPU 23.09 2.08 11.08 3.39E-23 18.98 27.19 18.98 27.19

Table 2 SUMMARY OUTPUT Of ECONOMIC POLICY UNCERTAINTY

Regression Statistics

Regression Statistics

Multiple R 0.44

R Square 0.20

Adjusted R Square 0.17

Standard Error 0.20

Observations 31

ANOVA

df SS MS F
Signific

ance F

Regression 1 0.28 0.28 7.1116 0.0124

Residual 29 1.14 0.04

Total 30 1.42

Coefficients
Standard 

Error
t Stat P-value

Lower 

95%

Upper 

95%

Lower 

95.0%

Upper 

95.0%

Intercept 0.03 0.04 0.87 0.39 -0.04 0.11 -0.04 0.11

Immigration 0.17 0.06 2.67 0.01 0.04 0.29 0.04 0.29

Table 3 SUMMARY OUTPUT OF IMMIGRATION FACTORS


