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Exchange Rate Fluctuation and Regional
Distribution of FDI:From the Perspective of Local
Fiscal Competition

CHENG Yao

(Department of International Economics and Trade at School of Economics ,

Nanjing University s Nanjing 210093, China)

Abstract: To obtain comparative advantages, local governments tend to
adopt strategic fiscal policies to attract the inflow of FDI. Based on provincial
-level panel data in China, the paper makes an empirical study on the effect
of the fluctuation of RMB exchange rate on regional distribution of FDI. The
results find that the appreciation of RMB exchange rate can weaken the posi-
tive relation between the inflow of FDI and the competition degree of local
fiscal expenditure, leading to the bad performance of competitive strategies
which imply a larger portion of fiscal expenditure on infrastructure.
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