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Abstract 

Foreign direct investment is a catalyst for the country’s economic growth, which is beneficial 

for both the host and home countries. This thesis tries to specify what factors promote foreign 

direct investment inflows into China and to test whether economic factors can promote foreign 

direct investment inwards China. Furthermore, this thesis also wants to analyze how location 

and international trades influence foreign direct investment inflows between 2006 and 2017. 

This thesis applies multiple regression analysis as the methodology. Furthermore, the result of 

this thesis display that wages can promote foreign direct investment. Higher average yearly 

wages can bring more foreign direct investment inflows. Besides, there is no difference in 

foreign direct investment inwards provinces among coastal areas and non-coastal areas. 

Keywords: foreign direct investment, economic factors, FDI location, international trades 
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1. Introduction 

FDI, foreign direct investment, means one company above 10% ownership interest from 

one country transferred to another company or an individual located in a different country. In 

general, there are two forms of FDI: horizontal and vertical FDI.  

Vertical FDI happens when the multinational wreckages the production process into 

different countries, detecting each phase of production in which the country costs the lowest. 

Moreover, horizontal FDI takes place when the multinational works on the same production 

activities in multiple countries (Aizenman & Marion, 2001). 

Suffering from World War II in the long-term, China’s labor productivity and technology 

were left behind. To alleviate the lagging phenomenon, in 1978, the Chinese government 

implemented the reform and open-up policy. As a consequence, the Chinese economy has 

launched dramatically. In the period 1983-1991, Foreign direct investment (FDI) into China 

increased four times from 920 million U.S. dollars to 4.37 billion U.S. dollars. 

Figure 1: FDI inwards China from 1988 to 2018 (Sources: UNCTAD) 
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Figure 1 indicates the amount of foreign direct investment inwards China from 1988 to 

2018. From 1992 to 1997, the average annual rate of foreign direct investment inwards China 

approaching 32.7 percent. In 2010, China surpassed Japan, becoming the second-largest 

economy (Monahan, 2019). In the first half of 2018, China became the largest beneficiary of 

foreign direct investment. Foreign direct dollars inward China touched 138.3 billion dollars. By 

the end of 2018, nearly 1 million foreign-invested enterprises erected in China ("Foreign 

investment thriving in China - Xinhua | English.news.cn", 2019). 

FDI is considered as a mighty engine for a country’s economic development. The main 

benefit of the FDI is that it attracts a large number of foreign investors to increase domestic 

investment. The funding from external investors promote capital formation and provide labor 

employment. The company will use the investment to advance the total factor productivity 

(TFP) (Zidouemba & Elitcha, 2018). Besides, FDI can help expand the Chinese foreign trade 

scale and sponsor the progression of the Chinese industrial structure, improve the Chinese 

international trade structure, and promote the development of international trade. 

Furthermore, FDI is a vital source of tax revenue in China. FDI brings exports, and exports are a 

significant factor in stimulating the development and growth of the countries’ economies 

(Zhang & Song, 2001). 

FDI is the panacea of a developing country’s economy, which also sponsors the 

country’s labor productivity (Jensen, 2006). The thesis analyzes the data about the FDI inwards 

China over the period 1988-2018, then scrutinizes the economic factors that promote FDI 

inwards China. Another objective is to exam some factors, whether they are sustainably useful 

nowadays. The thesis directly analyzes the relationship between the economic factors and FDI 

inflows into China. This thesis collects the data on labor costs for 1988-2018. After considering 

various factors, the thesis conjure and advise a rational policy for the Chinese government. 
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2. Literature review 

There is a significant volume of literature about the FDI inflows into China, most of the 

researches condensed in the early 2000s, some of them are useful, while some are hackneyed. 

The literature review firstly discusses the situation of the Chinese economy after the opening-

up policy. The second section focuses on the location decision of the FDI inflow by analyzing 

the Location decision of FDI in Asia and Overseas FDI. Thirdly, it indicates China’s labor market 

by concentrating on labor cost and labor quality. Consequently, it focuses on the foreground of 

China’s FDI inflows. 

2.1 Economic factors 

2.1.1 The growth of China’s economy 

From figure 1, after 1992, the FDI flows into China increased histrionically. Holley (1992) 

claims that the Chinese economy proliferates at a rate of 12% in 1992. It is not hard to suggest 

the relationship between the Chinese economy and FDI flows into China. Lipton (2019) finds 

that after China joined the WTO in 2001, China lowed its trade barriers and followed the 

standard set of common trade practices. China’s economy entered into a rapid developing 

period. Zhang (2005) indicates that China’s vast economy attracts FDI from Hong Kong and 

Taiwan into China. 

2.1.2 Other economic factors 

There is various literature designed to find the attraction FDI. For example, Xing (2006) 

uses panel data to analyze Japanese FDI in China from 1981 to 2002, finding that the 

devaluation of Chinese currency causes a rapid increase of Japanese direct investment inflows 

into China. Guo and Ali (2005) discovery the China’s vast market is the most substantial factor 

for FDI inflow into China. The population of China, the fast-developing economy, the entrance 

of WTO, and the incentive policies are also promoting the FDI into China. Noorbakhsh, Paloni, 
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and Youssef (2001) find that the growth of the domestic market, the steady economic 

environment, the opening-up policy, and the obliging business environment are the main 

attractions for FDI inflows into China. 

2.2 Location decision 

2.2.1 Foreign direct investment in Asia 

There has been substantive research related to the location decision of FDI in China. For 

example, Kang and Lee (2007) find that South Korean companies do not symmetrically disperse 

in China. Cassidy and Andreosso-O’Callaghan (2006) indicate that the area of Japanese FDI 

within the major delta ranges where inland shipping lanes flourish is an imperative thought. 

What appears to matter most for Japanese financial specialists is the proximity to inland 

conduits instead of the coastal area. Although Cassidy and Andreosso-O’Callaghan (2006) imply 

that the Japanese FDI ponders shipping lanes are more vital than coastal location. Because 

Japan is near China’s, other factors such as international trades may affect the decision. Their 

research does not analyze international trades, which this thesis will. 

2.2.2 Overseas direct investment 

Zhou, Delios, and Yang (2002) discovery that foreign funding incentives in the coastal 

cities have a time-dependent impact on the location selection of overseas investors. Zhang and 

Song (2001) exams the spatial patterns of foreign direct investment companies, find them are 

in the coastal areas. Coughlin and Segev (2002) and Sun, Tong, and Yu (2002) conclude that the 

coastal location is positive factors to attract FDI, which means the coastal provinces such as 

Zhejiang, Guangdong, are more conceivable to get FDI than central or western provinces. 

2.3 China’s Labor market 

2.3.1 Labor cost 
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Kang and Lee (2007) and Sun, Tong, and Yu (2002) and Kucera (2002) discovery there is 

a negative relationship between wage and foreign direct investment, which means as Chinese 

labor cost increase, the growth of FDI flows into China will decline. Davies (2012) finds that the 

Chinese labor cost has gone up markedly. Low labor cost countries like Vietnam begin to 

benefits from it.  

2.3.2 Labor quality 

There has been vast literature on labor. For example, Hale and Xu (2016) indicate that 

FDI is beneficial to the host countries’ labor market, which causes the wage increase and the 

productivity of the labor. Lower-skilled workers suffer from FDI inflows, and they may lose jobs. 

The unemployed labor force needs to seek education. Hence, the education level of the host 

country increase. The labor quality increase as the FDI inflows inward. Zhang (2001 and 2005) 

shows that one of the chief lures of FDI from China is the large pool of cheap labor.  

2.4 Foreground of China’s foreign direct investment  

From the previous literature, China becomes less competitive to attract FDI. For 

example, Davies (2012) foresees that the growth FDI inward China will decelerate after 2012, 

Chinese government goals from labor-intensive, low technology investment to less polluting 

and more efficient investment. Noorbakhsh, Paloni, and Youssef (2001) find that the 

developing country’s government attracts foreign direct investment through policy. The 

country which attracts FDI through low skilled and cost labor market find it is difficult to import 

advanced technology, and It will hamper the growth of its economy. Liu, Song, Wei, and 

Romilly (1997) anticipate that the Chinses labor cost is still a mighty factor to attract FDI in the 

future. Nevertheless, this literature is kind of outdated. In this thesis, I will analyze the labor 

factor through contemporary data. 
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3. Methodology & Data 

3.1 Dataset 

The statistics of the thesis are from Macrotrend, Trading Economics, UNCTAD, The 

World Bank, and National Bureau of Statistics. The thesis concentrates on analyzing the 

relationship between FDI inflows and economic factors.  

GDP gives information about the performance of the economy in a country. Average 

yearly wage can directly measure the labor cost in China. The inflation rate can represent the 

price level of goods and services. Therefore, this thesis select average yearly wage, GDP, and 

inflation rate as the independent variables to test whether these factors could promote FDI 

inward China. 

The thesis collects the data of FDI inflows into different provinces to analyze how 

location and international trades influence FDI inflows into provinces. Moreover, this thesis 

divides the province into two groups (coastal areas and non-coastal areas) to enhance the 

motivation of the test. This thesis also collects the data of imports & exports of foreign-

invested enterprises.  

3.2 Sample 

To make sure the accuracy, the statistics, which include China’s GDP, Chinese average 

yearly wages, and FDI inflows, were throughout 1988-2018. Therefore, the relationship 

between the above variables and FDI can be established. For each province, this thesis 

collected the data about their FDI inflows into 31 provinces and import & export from the 

foreign-invested enterprises during the period between 2006 and 2017 to test whether the 

location and international trades are the decisive factors or not. The thesis does not choose the 

2018 year, because this year, international trades were influenced significantly by the U.S.-

China trade war. 
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3.3 Methodology 

This thesis applies multiple linear regressions to determine the relationship between 

the independent variables (average yearly wages, GDP, and inflation rate) and dependent 

variable (FDI inflows into China) to test whether economic factors would promote FDI inflows 

into China (Model 1). 

For further analysis, to test the relationship between FDI inflows into provinces and 

international trades and location decision (Model 2). The thesis also applies a multiple 

regression to find the relationship between the independent variables (Location, import of 

foreign-invested enterprises, and export of foreign-invested enterprises) and the dependent 

variable (FDI inflows into province). The thesis divides location into two groups, coastal areas 

and non-coastal areas. The thesis sums up the FDI, imports, and exports in terms of the coastal 

regions and the non-coastal regions to avoid complicated calculations. After calculation, I test 

whether these independent variables can promote FDI inflows. 

Table 1: Coastal areas and non-coastal areas 

Coastal areas 

Tianjing Hebei Liaoning Shandong 

Jiangsu Shanghai Zhejiang Fujian 

Guangdong Guangxi Hainan  

Non-coastal areas 

Beijing Shanxi Neimeng Jilin 

Heilongjiang Anhui Jiangxi Henan 

Hebei Hunan Chongqing Sichuan 

Guizhou Yunnan Xizang Shanxi 

Gansu Qinghai Ningxia Xinjiang 

The thesis applies the dummy variable to represent locations; if the area is coastal, then 

the input of the location variable is 1. If the area is non-coastal, then the data of the location 

variable is 0. 
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3.4 Model and Hypotheses 

Model 1: 

 𝐹𝑜𝑟𝑒𝑖𝑔𝑛 𝑑𝑖𝑟𝑒𝑐𝑡 𝑖𝑛𝑣𝑒𝑠𝑡𝑚𝑒𝑛𝑡 = 𝛽0 + 𝛽1 ∗ 𝐼𝑛𝑓𝑙𝑎𝑡𝑖𝑜𝑛  𝑅𝑎𝑡𝑒 + 𝛽2 ∗ 𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑌𝑒𝑎𝑟𝑙𝑦 𝑊𝑎𝑔𝑒𝑠 +

𝛽3 ∗ 𝐺𝐷𝑃 + 𝑒𝑖 

Hypotheses: 

1: 𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑦𝑒𝑎𝑟𝑙𝑦 𝑤𝑎𝑔𝑒𝑠 do 𝑛𝑜𝑡 ℎ𝑎𝑣𝑒 𝑎𝑛𝑦 𝑠𝑖𝑔𝑛𝑖𝑓𝑖𝑐𝑎𝑛𝑡 𝑖𝑚𝑝𝑎𝑐𝑡 𝑜𝑛 𝐹𝐷𝐼 𝑖𝑛𝑓𝑙𝑜𝑤𝑠  

𝑖𝑛𝑡𝑜 𝐶ℎ𝑖𝑛𝑎 

2: 𝐺𝐷𝑃 do 𝑛𝑜𝑡 ℎ𝑎𝑣𝑒 𝑎𝑛𝑦 𝑠𝑖𝑔𝑛𝑖𝑓𝑖𝑐𝑎𝑛𝑡 𝑖𝑚𝑝𝑎𝑐𝑡 𝑜𝑛 𝐹𝐷𝐼 𝑖𝑛𝑓𝑙𝑜𝑤𝑠 𝑖𝑛𝑡𝑜 𝐶ℎ𝑖𝑛𝑎 

3: 𝐼𝑛𝑓𝑙𝑎𝑡𝑖𝑜𝑛 𝑟𝑎𝑡𝑒 do 𝑛𝑜𝑡 ℎ𝑎𝑣𝑒 𝑎𝑛𝑦 𝑠𝑖𝑔𝑛𝑖𝑓𝑖𝑐𝑎𝑛𝑡 𝑖𝑚𝑝𝑎𝑐𝑡 𝑜𝑛 𝐹𝐷𝐼 𝑖𝑛𝑓𝑙𝑜𝑤𝑠 𝑖𝑛𝑡𝑜 𝐶ℎ𝑖𝑛𝑎 

Model 2:  

𝐹𝐷𝐼 𝑖𝑛𝑓𝑙𝑜𝑤𝑠 𝑖𝑛𝑡𝑜 𝑝𝑟𝑜𝑣𝑖𝑛𝑐𝑒𝑠 = 𝛽4 + 𝛽5 ∗ 𝐼𝑚𝑝𝑜𝑟𝑡 + 𝛽6 ∗ 𝐸𝑥𝑝𝑜𝑟𝑡 + 𝛽7 ∗ 𝑧𝑖 + 𝑒𝑖 

Hypotheses: 

4: 𝐼𝑛𝑡𝑒𝑟𝑛𝑎𝑡𝑖𝑜𝑛𝑎𝑙 𝑡𝑟𝑎𝑑𝑒𝑠 (𝑖𝑚𝑝𝑜𝑟𝑡 & 𝑒𝑥𝑝𝑜𝑟𝑡) do  𝑛𝑜𝑡 ℎ𝑎𝑣𝑒 𝑎𝑛𝑦 𝑠𝑖𝑔𝑛𝑖𝑓𝑖𝑐𝑎𝑛𝑡 

 𝑖𝑚𝑝𝑎𝑐𝑡 𝑜𝑛 𝐹𝐷𝐼 𝑖𝑛𝑓𝑙𝑜𝑤𝑠 𝑖𝑛𝑡𝑜 𝑝𝑟𝑜𝑣𝑖𝑛𝑣𝑒𝑠 

5: 𝐶𝑜𝑎𝑠𝑡𝑎𝑙 𝑙𝑜𝑐𝑎𝑡𝑖𝑜𝑛 do  𝑛𝑜𝑡 ℎ𝑎𝑣𝑒 any 𝑠𝑖𝑔𝑛𝑖𝑓𝑖𝑐𝑎𝑛𝑡 𝑖𝑚𝑝𝑎𝑐𝑡 𝑜𝑛 𝐹𝐷𝐼 𝑖𝑛𝑓𝑙𝑜𝑤𝑠  

𝑖𝑛𝑡𝑜 𝑝𝑟𝑜𝑣𝑖𝑛𝑐𝑒𝑠 

4 Analysis & Findings 

4.1 Economic factors 

The sample of the inflation rate, averages yearly wages, and GDP is from 1988 to 2018. 

To test how economic factors influence FDI inwards, I apply the model: 

𝑦 = 𝛽0 + 𝛽1 ∗ 𝐼𝑛𝑓𝑙𝑎𝑡𝑖𝑜𝑛  𝑅𝑎𝑡𝑒 + 𝛽2 ∗ 𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑌𝑒𝑎𝑟𝑙𝑦 𝑊𝑎𝑔𝑒𝑠 + 𝛽3 ∗ 𝐺𝐷𝑃 + 𝑒𝑖 

Table 2: Outcome of multiple regression for Model 1 
 Coefficients T Stat P-value 

Intercept 34158108114.984  5.87228809 0.00000296  

Inflation Rate -865094128 -1.6552 0.109463399 
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Average yearly wages 9738722.509 6.76073722 0.0000002929  

GDP 0.001018505 0.72398844 0.475299627 

The results of Model 1 is calculated via Microsoft Excel. After running the regression for 

Model 1, due to R2 is equal to 0.87, the regression is very fit. Given a 10% significance level, 

since P-Value is about 0, I can merely find that 𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑌𝑒𝑎𝑟𝑙𝑦 𝑊𝑎𝑔𝑒𝑠 has a significant 

positive impact on FDI in China. However, because P-Values of 𝐼𝑛𝑓𝑙𝑎𝑡𝑖𝑜𝑛  𝑅𝑎𝑡𝑒 and 𝐺𝐷𝑃 are 

higher than 10%, I cannot reject the null hypothesis, which means that the 𝐼𝑛𝑓𝑙𝑎𝑡𝑖𝑜𝑛  𝑅𝑎𝑡𝑒 

and 𝐺𝐷𝑃 have no significant impact on FDI inwards in China. Consequently, 

𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑌𝑒𝑎𝑟𝑙𝑦 𝑊𝑎𝑔𝑒𝑠 is the most significant factor. To build a direct relationship between 

FDI inwards and the inflation rate, the p-value is about 0.01, which means FDI inwards, and the 

inflation rate has a stronger relationship than combining the factors. The average yearly wages 

have a high impact on FDI inflows. The p-value of average yearly wages is about 0, and the 

coefficient is positive. It indicates that higher average yearly wages can promote more FDI 

inflows into China. The p-value of GDP is about 0.47. Hence, GDP does not have a significant 

impact on FDI inwards. 

4.2 Location decision and international trades 

In model 2, I collect the data of 31 different provinces’ and municipalities’ FDI inflows from  

2006 to 2017. I divide these areas into two types (11 coastal areas and 20 non-coastal areas).  

FDIin is the dependent variable that stands for FDI inflows into provinces; in this model, I 

also the volume of international trades of different locations. The location is also an 

independent variable. Nevertheless, I cannot measure the location by data. Hence I use dummy 

variable 𝑧𝑖 to represent it. If the location is coastal location, 𝑧𝑖 is 1. Otherwise, 𝑧𝑖 is 0. 

Consequently, I condense 372 observations (31 provinces in 12 years) into 24 observations (the 

total amount of FDI in coastal areas and the total amount of FDI in non-coastal areas in 12 

years). I simplify Chen’s model to get a new one (2012). The model is: 
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𝐹𝐷𝐼 𝑖𝑛𝑓𝑙𝑜𝑤𝑠 𝑖𝑛𝑡𝑜 𝑝𝑟𝑜𝑣𝑖𝑛𝑐𝑒𝑠 = 𝛽4 + 𝛽5 ∗ 𝐼𝑚𝑝𝑜𝑟𝑡 + 𝛽6 ∗ 𝑂𝑢𝑡𝑝𝑜𝑟𝑡 + 𝛽7 ∗ 𝑧𝑖 + 𝑒𝑖 

Table 3: Summary Statistics of Model 2 

 Coefficients T Stat P-value 

Intercept -232934.51 -0.49 0.631 

Import 20.987 1.38 0.184 

Export -13.939 -1.06 0.303 

Location 609597.51 0.37 0.714 

 
The result of model 2 is calculated by Stata. The R2 is equal to 0.749, and the regression is 

also fit. Based on Table 2, the p-value of all independent variables is higher than the significant 

level. I should accept the null hypothesis. Thus location and international trading (imports and 

exports from foreign-invested enterprises) do not have a significant impact on FDI inflows into 

provinces. As for the international trades, the outcomes conflict with the finding of 

Noorbakhsh, Paloni, and Youssef (2001). For the location,  the results are at odds with Chen’s 

(2012) reporting that Eastern coastal regions are attractive for FDI inwards. Then, I analyze the 

correlations of each variable 

Table 4: Correlations of Model 2 

Matrix of correlation (1) FDIin (2) Import (3) Export (4) Location 

(1) FDIin 1.000    

(2) Import 0.836 1.000   

(3) Export 0.821 0.998 1.000  

(4) Location 7.62 0.955 0.967 1.000 

Analysis of Table 3 suggests that there are significant correlations between the variables. 

FDI inwards (FDIin) is imitatively correlated with both international trades (import and export) 

and location, implying that both higher volume of international trades and the coastal areas 

can make more significant impacts on FDI inwards.  

To build the relationship between FDI inflows into provinces and independent variables 

separately, I find the p-values are very small. I conclude that these independent variables must 

influence mutually. Therefore, this model needs more types of variables to make the research 

more specific. 
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5 Conclusion 

The thesis analyzes the relationship between economic factors (GDP, inflation rate, and 

average yearly wages) and foreign direct investment inflows into China. According to the 

results, merely China’s average yearly wages have a significant impact on foreign direct 

investment inflows into China. Higher average annual wages promote more FDI inflows into 

China. This finding is at odds with the outcome from Kang and Lee (2007) and Sun, Tong, and 

Yu (2002) and Kucera (2002). The level of wages relates to the level of education. Hence, the 

reason why China still attracts more FDI with increasing salaries is the improvement of 

education. Foreign-invested company needs skilled workers. To attract more foreign direct 

investment inflows inwards China, the Chinese should improve the acceptance rate and the 

level of education, encouraging unskilled workers to acquire more advanced skills. 

 This thesis also tests whether international trades (imports & exports of foreign-

invested enterprises) and location promote FDI inflows into provinces. The result shows that 

international trades and locations do not have a significant impact on attracting foreign direct 

investment for a place. However, the result is at odds with previous research. Hence, there 

needs further studies to test them. 

This thesis has some limitations. The first limitation is the sample size. The historical 

data of foreign direct investment inflows into China, foreign direct investment inflows into 

China’s provinces, international trades (imports and exports), and economic factors is 

incomplete and limited. Especially for FDI inflows into China’s provinces, the period only 

reveals 12 years. Moreover, for the average yearly wages, I can only find the currency unit of 

salaries is RMB (Yuan). Hence, I need to find the exchange rate to transfer it in USD. The 

fluctuation of the exchange rate harms accuracy. The second limitation is the independent 

variables because my model is simplified from Chen’s (2012). Therefore, the types of 
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independent variables are not as bountiful as Chen’s. The third limitation is the classification. 

When I test how location and international trades influence FDI inflows, I divide location into 

two groups: coastal areas and non-coastal areas. Then sum them up separately. I should not 

merely sum them up, because different regions have their unique characters to attract foreign 

direct investment. For further study, there need to analyze provinces individually. Moreover, 

classifying them through location to test whether location matters FDI inwards. 
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Appendix A 

Statistics of economic factors 

Year FDI (USD) Inflation Rate 
(%) 

Wages (USD) GDP (USD) 

1988 3194000000 18.8118 468.3646113 312354000000 

1989 3393000000 18.2456 513.2625995 347768000000 

1990 3487000000 3.0523 446.7640919 360858000000 

1991 4366000000 3.5567 438.2022472 383373000000 

1992 11008000000 6.354 501.9927536 426916000000 

1993 27515000000 14.6101 583.2179931 444731000000 

1994 33767000000 24.257 525.2314815 564325000000 

1995 37521000000 16.7912 657.1087216 734548000000 

1996 41726000000 8.3132 744.6043165 863747000000 

1997 45257000000 2.7865 777.6442308 961604000000 

1998 45463000000 -0.7732 901.0843373 1029000000000 

1999 40319000000 -1.4015 1007.971014 1094000000000 

2000 40715000000 0.3478 1131.763285 1211350000000 

2001 46878000000 0.7191 1313.52657 1339400000000 

2002 52743000000 -0.732 1500.241546 1470550000000 

2003 53505000000 1.1276 1695.652174 1660290000000 

2004 60630000000 3.8246 1935.2657 1955350000000 

2005 72406000000 1.7764 2239.512195 2285970000000 

2006 72715000000 1.6494 2635.006274 2751130000000 

2007 83521000000 4.8168 3276.215506 3550340000000 

2008 108312000000 5.9253 4205.611511 4594310000000 

2009 95000000000 -0.7282 4792.972182 5101700000000 

2010 114734000000 3.1753 5487.001477 6087160000000 

2011 123985000000 5.5539 6571.517028 7551500000000 

2012 121080000000 2.6195 7542.472266 8532230000000 

2013 123911000000 2.621 8518.373984 9570410000000 

2014 128500000000 1.9216 9311.850649 10438530000000 

2015 135610000000 1.437 10070.22293 1101600000000 

2016 133710000000 2 10374.88722 1113800000000 

2017 134063000000 1.5931 11260.50296 12143490000000 

2018 139043000000 2.0748 12437.55656 13608150000000 

 

 

 



 

 

 

 

Appendix B 

Statistics of international trades and location 

Year FDI inward Import Export Coastal Area 

2006 1383700 434141.243 534393.493 1 

2007 1671220 509503.9 656043.421 1 

2008 1829010 554965.955 742685.469 1 

2009 1924200 482363.86 630889.48 1 

2010 2052784 645793.149 809349.317 1 

2011 2263344 747358.303 918562.155 1 

2012 2450733 743981.963 917347.882 1 

2013 2634457 738830.517 918914.756 1 

2014 2916220 757530.462 935327.547 1 

2015 3330891 691419.963 876047.409 1 

2016 3834196 630627.452 791590.095 1 

2017 5263419 700781.634 828168.617 1 

Year FDI inward Import Export Non-coastal 

Area 

2006 323800 38474.512 29434.298 0 

2007 391446 49434.551 39327.346 0 

2008 432687 64462.53 47807.233 0 

2009 478900 63040.41 41184.59 0 

2010 542389 92593.276 52879.501 0 

2011 616236 117313.399 76664.885 0 

2012 689864 127518.161 105272.194 0 

2013 767488 135759.962 124809.345 0 

2014 881478 151407.293 139292.379 0 

2015 1208128 137446.275 128567.006 0 

2016 1289810 140142.171 124774.806 0 

2017 1635823 160793.987 150034.132 0 

 

 

 

 

 



 

 

 

Appendix C 

Result of Model 1 via Excel 

 

Appendix D 

Result of Model 2 via Stata 

Descriptive Statistics  

 Variable  Obs  Mean  Std. Dev.  Min  Max 

 FDIin 24 1700509.3 1244647.7 323800 5263419 

 Import 24 371486.87 283513.6 38474.512 757530.46 

 Export 24 442473.64 374283.69 29434.298 935327.55 

 Location 24 .5 .511 0 1 

 
 

 

Linear regression  
 FDIin  Coef.  St.Err.  t-value  p-value  [95% Conf  Interval]  Sig 

Import 20.987 15.239 1.38 .184 -10.801 52.775  

Export -13.939 13.182 -1.06 .303 -41.437 13.559  

Location 609597.51 1636932.3 0.37 .714 -2804983.4 4024178.5  

Constant -232934.51 477037.64 -0.49 .631 -1228017.6 762148.57  

 
Mean dependent var 1700509.292 SD dependent var  1244647.729 

R-squared  0.749 Number of obs   24.000 

F-test   18.108 Prob > F   0.000 

Akaike crit. (AIC) 715.588 Bayesian crit. (BIC) 720.300 

*** p<.01, ** p<.05, * p<.1 

 

 
Matrix of correlations  
  Variables   (1)   (2)   (3)   (4) 

 (1) FDIin 1.000 

 (2) Import 0.836 1.000 

 (3) Export 0.821 0.998 1.000 
 (4) Location   0.762 0.955 0.967 1.000 

 

 

SUMMARY OUTPUT

Regression Statistics

Multiple R 0.93

R Square 0.87

Adjusted R Square 0.86

Standard Error 17485365586.33

Observations 31.00

ANOVA

df SS MS F Significance F

Regression 3.00 55317617989850700000000.00 18439205996616900000000.00 60.31 0.00

Residual 27.00 8254926261568620000000.00 305738009687727000000.00

Total 30.00 63572544251419400000000.00

Coefficients Standard Error t Stat P-value Lower 95% Upper 95% Lower 90.0% Upper 90.0%

Intercept 34158108114.98 5816831120.09 5.87 0.00 22222956513.58 46093259716.39 24250366877.43 44065849352.54

Inflation Rate -865094128.02 522652339.53 -1.66 0.11 -1937488147.78 207299891.74 -1755321819.08 25133563.03

Wages 9738722.51 1440482.33 6.76 0.00 6783096.91 12694348.11 7285165.60 12192279.42

GDP 0.00 0.00 0.72 0.48 0.00 0.00 0.00 0.00


