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Abstract

The purpose of this study aims to investigate the relationship between governance
efficiency and Foreign Direct Investment (FDI, hereafter) in China. Based on the definitions of
governance efficiency by the International Institute for Management Development (IMD )
and Tang, R.W., and T.W. Tang (2004 ) , this study utilizes the panel data from 2000-2004
provided by various years of China Statistical Year Book, China Economic Year Book and
China Environmental Year Book to analysis the relationship between governance efficiency
and FDI. The primary finding of this study is that, after controlling other explanatory
variables, there is a positive effect between governance efficiency and FDI. That means the
more effective governments will attract more FDI. In addition, labor average salary,
infrastructure, level of free trade, level of market competition, difference of region and GDP
per capita are the main determinants to attract FDI.
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1999 2000 2001 2002
Py B
STDff  #85,  STDf@  $Fry STDf  #Fer  STDE  #Fh

= 0.29 3 0.34 2 0.59 1 0.78
=~ 0.13 8 0.18 6 0.21 5 0.26
Fo4s 0.10 10 0.01 16 0.08 13 0.17 9
P -0.36 30 -0.08 20 -0.11 19 -0.09 19
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IO 11 0.14 7 0.16 7 0.19 6 0.25 5
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g -0.05 20 0.04 15 0.03 14 -0.02 16
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g (B ) i
B g E
w € A 2000 2001 2002 2003 374
DI glg VI Fy 8 30.20 34.63 39.75 39.47
' faCr ‘%Jl g ) (54.47) (59.30) (66.44) (61.02)
» et 0.00 0.00 0.00 0.00
STD. [ AHBYEIEE oo (0.19) (0.23) (0.27) +
WAGE - Fﬁ% LI AT 2664.81 2998.15 3537.62 4109.05 B
ol T EY ( kélffﬁfﬁ) (1986.20)  (2306.51)  (3020.54)  (3918.10)
B & T e 0.01 0.01 0.02 0.02
RAIL. El (FE') (0.01) (0.01) (0.02) (0.02) +
FI 1985 & RIZF =i~ &
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Rl N 4
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L= TR (BT t AT E
COSTANT TF{?J@(TZE 32.98 5.57
STDw1 [EQEEZ 0.14x107 ’ 1.69
log(WAGE +.1) TORETT T Y -3.79 -5.33
log(RAIL 1.1) BT Ay Y R IR 0.29 ’ 1.81
log(AFDI 1) F1 1985 & EF} 1 FDI 0.17 1.81
EXIM 1 ST AR 1.11 247
SOE 4 B % Y] -4.41 -6.42
PER 1.1 ~ HHECET GDP 0.34x107 2.96
EAST it 1.10 4.02
CENTRAL sy 0.84 3.27
D01 2001 F A 0.58 2.23
D02 2002 AR 1.18 5.10
D03 2003 & iR 115 4.95
B fif {fet Bl 124
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