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The Impact of Digital Infrastructure Construction on Foreign
Capital Inflows to China

LAN Qingxin, TIAN Geng

(School of International Trade and Economics, University of International

Business and Economics, Beijing, 100029)

Abstract: In order to examine the specific impact of digital infrastructure construction
on China’s foreign capital inflow, this paper took 284 prefecture-level cities from 2006 to
2021 as the research objects, using entropy value method to calculate the score of each
city’s digital infrastructure construction and the amount of actual utilized foreign capital to
represent the current development of each city’s foreign capital inflow. The results show
that digital infrastructure construction can significantly facilitate the entry of foreign invest-
ment. Mechanism tests prove that digital infrastructure construction positively impacts
China’s attraction of foreign investment mainly through improving the innovative capacity
and capability of cities, increasing the total factor productivity of enterprises, and creating
a transparent and stable market environment. Heterogeneity analyses find that, at the level
of regional and city differences, cities with lower levels of development are able to enhance
their latecomer advantage in attracting foreign investment by strengthening their digital in-
frastructure construction. Furthermore, digital infrastructure construction contributes more
significantly to attracting foreign investment in plain basins and hilly, low-mountainous cit-
ies and cities with low digital consumption capacity, large and active digital industries.
This paper has an important reference value for continuing to strengthen the new advanta-
ges and dynamic energy of digital infrastructure in the context of stabilizing foreign invest-
ment.

Keywords: Digital Infrastructure ; Foreign Capital ; Innovation Ability; Market Envi-

ronment
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