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Abstract

Since the reform and opening up policy in late 70s, China has attracted a lot of
foreign direct investment .However; there are still some problems in the process of
utilizing foreign investment in China. Such as the uneven distribution among regions,
the unrealistic comparison of preferential policy among local government. This paper
put emphasis on studying the influencing factor of the Location Choice of FDI in China,
and then discusses the major role the FDI policy played, trying to find out how to
readjust in light of the new situation.

Current studies always use the method of questionnaire or alternative indicators to
analyze the influence of market size, labor costs and other traditional factors on the
Location of FDI, but less systematic discussion of the policy factors. Based on the
consideration of traditional factors, this paper deeply anayze the four dimensions of
government policy, that is the openness, independent management of Foreign-invested
enterprises, Government Administrative efficiency, Preferential Tax Policies.

This paper firstly shows the status quo of empirical study. Secondly sum up the
Theory and then set up a panel model to study recent 14-year datum from 29 provinces,
municipalities and autonomous regions. After that, we compare the effects of name Tax
incentives Index with real tax incentives index on FDI.

Moreover, we conclude that: the openness, independent management of
Foreign-invested enterprises and Degree of government administrative efficiency has a
positive effect on FDI and real Preferential Tax Policies have an indistinctively effect;
Factors such as the size of market, the status of infrastructure all evidently affect the
location of FDI.

At last, combining with the empirical result, we offer different policy suggestions

to the central and local governments at all levels.

Key Words: Government Policy; Location of FDI;  Panel Model
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