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Labor Protection and Entry Modes of Foreign-funded Enterprises
—Empirical Evidence from the Enactment of the Labor Contract Law
WU Min WANG Yahui HUANG lJiuli

Abstract. This study utilizes foreign investment and operational data from foreign-
funded enterprises spanning from 2001 to 2016. Taking the enactment of the Labor Contract
Law in 2008 as a quasi-natural experiment, it examines the impact of increased labor pro-
tection on the entry mode of foreign-funded enterprises. The research findings indicate that
the enhancement of labor protection has significantly increased the probability of foreign-
funded enterprises entering high labor-intensive areas through joint ventures, with a notable
increase of 3. 1%. This conclusion remains robust even after conducting parallel trend tests,
considering concurrent policy effects, adjusting the labor-intensity calculation method, and
performing placebo tests. Mechanism analysis results reveal that the enactment of the Labor
Contract Law has increased the likelihood of foreign-funded enterprises entering China
through joint ventures by strengthening labor rights awareness and reinforcing the role of la-
bor unions. Furthermore, additional research shows that the promotion effect of increased
labor protection on the entry of foreign-funded enterprises through joint ventures is more pro-
nounced in small-scale foreign-funded enterprises and those originating from common law ju-
risdictions. This study holds significance in terms of informing efforts to improve China’s la-
bor protection system and promoting high-level openness to foreign investment.

Keywords ; Labor Protection; Foreign-funded Enterprises; Entry Modes; Labor Con-
tract Law ; Labor Intensity
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