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Does China Railway Express Promote FDI in Cities?

An Evidence from Prefecturedevel Cities in China
LIU Xinghua' YI Yang’

(1. Financial School Jiangxi University of Finance and Economics Nanchang 330013 China;
2. Economic School Jinan University Guangzhou 510632 China)

Abstract: Based on the expansion of the C-D function using the panel data of 285 prefecture-level cities from 2005 to
2018 in China the PSM-DID method is used to empirically test the impact of China Railway Express on foreign investment and
its transmission mechanism. The results show that the opening of the CR-express has significantly increased foreign investment
and the conclusion is still valid after the placebo test the instrumental variable test and the consideration of policy interference
in the same period. The impact of the CR-express has significant geographic and economic heterogeneity and the impact on
western regions and second-tier cities is stronger. The CR-express play an important role in industrial structure and economic
development in inland areas. It affects FDI through the degree of opening up and the investment environment which is manifested
in promoting industrial agglomeration in areas along the route reducing information asymmetry in investment and enhancing the
attractiveness of foreign investment. Regions along the route should seize the opportunity of the opening of CR-express give full
play to the radiating role of CR-express in shortening the “information distance” save investment costs enhance industrial
agglomeration make up for the defects of their factor endowments and share economic development dividends.

Key words: China Railway Express; PSM-DID; instrumental variables; FDI



