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The Determinants of Foreign Direct Investment

in West China

Abstract

Since China has adopted the so-called “open door policy” in 1978, it has
overcame its shortage of economic investment and lagged technology by
accepting foreign direct investment (FDI) and the “east-tilted” policy. Two
decades later, while China enjoys its high economic growth rate, it has to solve
the dilemma of keeping economy growing or balancing the regional disparity.
Hence the China government has proposed the “Western Region

Development” policy to facilitate the slow-growing economy in west China.

Since FDI has played an important role in China economical development,
the purpose of this study is to investigate the foreign direct investment in West
China, and the flowing issue is using the results to evaluate the efficiency of
Western Region Development policy, to see if the policy meet the need of
western regional development. This study has based upon the panel data for
western region during the period of 1997-2005 and fixed-effect model to
investigate the determinants of FDI in West China. The result shows relative

wage rate, infrastructure, mine resource, and openness to the rest of the world.

Finally, in order to reduce the mistakes occurred in models and enable the

study more rigorous, uses more methods to test the models and the result.
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