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Empirical Analysis on the Effects of Institutional
and Non-institutional Factors on Service FDI
in China: An Insight of Location Advantage

DING Hui-xia. FENG Zong-xian

(School of Economics and Finance, Xi’an Jiaotong University, Xi’an 710061, China)

Abstract; Based on Johanson Co-integration test and error correction
model, the paper tested the effects of institutional and non-institutional fac-
tors on FDI in China’s service industry. The results show that institutional
factors are still not the location advantage for China to attract services FDI;
the non-institutional factors, such as market size, the second industry FDI
and per capital income level, are important location advantages for services
FDI In the policy suggestions, this paper indicates that while China im-
proves its institutional environment, it should make full use of the present
location advantages and create new location advantages, so that it can attract
FDI to accelerate the development of national services.

Key words:institution; services industry; FDI

(wHE%#E A—rb
. 50 e



