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Entry Regulation of Home Enterprises. Financial
Dependence and FDI Inflows: Analysis Based
on Cross-province and Cross-industry Data

SHENG Dan', WANG Yong-jin®

(1.School of Economics» Nankai University» Tianjin 300071, China
2. School of Economics, Xiamen University, Xiamen 361005, China)
Abstract: The paper investigates the microeconomic mechanism of the
effect of entry regulation of home enterprises on FDI inflows using cross-
province and cross-industry data in 2007. It shows that as for industries de-
pending on domestic finance, high degree of entry regulation will promote
FDI inflows, while as for industries depending on foreign finance, high de-
gree of entry regulation will block FDI inflows. Institutional imperfection is
not entirely positively related to FDI. In addition, it also finds that a high ra-
tio of state-owned capital is detrimental to FDI inflows. Human capital pro-
vides a sound explanatory of FDI inflows, while regional infrastructure and
market potential have weakly positive effects on FDI. Meanwhile, the effects
of some endowments of natural resources such as physical capital, coal and
oil on FDI inflows are not significant.
Key words: entry regulation of home enterprises; FDI inflow; finan-
cial dependence (wHEHHFE F—rD)
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