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FIFERE, SRJE A T A §i 19 B AR i PC?, 37 BOE A b RAF AR 9% 4 19 i A
T EA AR, IR LOWEERIZ M o R B0 5 0 E, AL 3% (1) FIm
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164



(BT HEA) 2022 F% 10 4
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FRAN A R A BTk A M AR K22 A EHI, B (2) . (6) A BN A T ATl R #2555 OR A Hb A%
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Why Outward Foreign Direct Investment of Chinese Private
Companies Grows Quickly
—An Explanation from the Perspective of Factor Market Distortion
WANG Kui TAO Shuang HU Feng

Abstract: Unlike developed countries, developing countries such as China, have va-
rious kind of factor market distortion, due to imperfect economic system. This phenome-
non leads to different motivations for enterprises to implement outward foreign direct invest-
ment (OFDI). Based on data set of Chinese listed companies from 2000 to 2020, this pa-
per explores the impact and mechanism of factor market distortion on the OFDI of Chinese
private companies. We find: (1) domestic factor market distortion motivates private com-
panies to carry out OFDI; (2) due to the distortion of factor market, private companies
with superior innovation capability are holding stronger motivations for OFDI; (3) based
on an analysis of the internal impact mechanism of factor market distortion on private
companies’ OFDI from the perspective of factor price differentiation, private companies
bear higher factor input costs at home thus having a stronger motivation for OFDI; and
(4) factor market distortion weakens the productivity effect of OFDI in private companies,
thus factor market distortion is not conducive to long-term development. Our study expands
the boundary of research on private companies’ motivations in OFDI further, and provides
guidelines for Chinese government to create fair and orderly market to promote rational in-
vestment of enterprises.

Keywords: Factor Market Distortion; Private Companies; Outward Foreign Direct

Investment; Productivity
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