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The Influence of City Factors on Foreign Direct Investment

—An Empirical Analysis Based on Panel Data of 21

Cities of Guangdong Province

Jiang Liqun Ling Tingting Chen Xuejia

Abstract: With deepening of China$ opening up foreign direct investment
( FDI) has been of great importance for economic development in Guangdong
province. How to attract FDI has become a heated field for researchers. There are
mainly two approaches to the study: One is the performance index and potential
index evaluation. The other is the evaluation based on location factors. Through
an evaluation of FDI attractiveness and an empirical analysis on its influencing
factors this paper is to provide policy suggestions to improve FDI attractiveness
of Guangdong. The paper introduces in the beginning the current researches at
home and abroad in the related field and makes a performance index and potential
index evaluation based on the panel data of 21 cities of Guangdong province from
year 2008 to 2015 by dividing these cities into leading cities potential-over—
realized cities potential-under—ealized cites and cities lagging behind. The analysis
shows that the cities in the Pearl River Delta region have more FDI attractiveness
than those outside the region. An evaluation based on location factors has also

been made in the paper with a conclusion indicating that the FDI attractiveness
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is affected mainly by factors such as cluster market and cost instead of
infrastructure construction.
Keywords: City Factors; Performance Index; Potential Index; Location

Factors; Panel Data
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