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A Study on the Factors Affecting the Local Production of

Foreign-Invested Enterprises

FU Yuan-hai, SHEN Kun-rong

(School of Economics, Nanjing University, Nanjing 210093, China)

Abstract: To improve the depth of production of foreign firms is an important way for a host country to make use of the technology transfer

and diffusion. The production level of foreign firms is affected by such factors as the host country’s location advantages, policy and sys-

tem. With the data on China’s industry enterprises from 2001 to 2007, the paper analyzes the impact of factors affecting on the depth of

production of foreign firms that are grouped according to region, type and sector by panel data model. The results showed that intellectual

property protection level and requirement for foreign enterprise exports mainly have a positive role in depth of production of foreign firms,

while market size only has a positive role in depth of production of export-orientation foreign firms. Market-oriented, openness and orien-

tal geographical advantages have a negative effect on depth of production of foreign firms, or influences of these factors are not signifi-

cant, which is probably due to the fact that the level of IPR protection is low.

Key Words : foreign direct investment; technology transfer and diffusion; foreign enterprises; depth of local production; affecting factors



