
Accepted Manuscript

Productivity, financial constraints and outward foreign direct
investment: Firm-level evidence

Bing Yan, Yu Zhang, Yanzhi Shen, Jian Han

PII: S1043-951X(17)30197-9
DOI: https://doi.org/10.1016/j.chieco.2017.12.006
Reference: CHIECO 1139

To appear in: China Economic Review

Received date: 29 November 2016
Revised date: 11 October 2017
Accepted date: 12 December 2017

Please cite this article as: Bing Yan, Yu Zhang, Yanzhi Shen, Jian Han , Productivity,
financial constraints and outward foreign direct investment: Firm-level evidence. The
address for the corresponding author was captured as affiliation for all authors. Please
check if appropriate. Chieco(2017), https://doi.org/10.1016/j.chieco.2017.12.006

This is a PDF file of an unedited manuscript that has been accepted for publication. As
a service to our customers we are providing this early version of the manuscript. The
manuscript will undergo copyediting, typesetting, and review of the resulting proof before
it is published in its final form. Please note that during the production process errors may
be discovered which could affect the content, and all legal disclaimers that apply to the
journal pertain.

https://doi.org/10.1016/j.chieco.2017.12.006
https://doi.org/10.1016/j.chieco.2017.12.006


AC
C

EP
TE

D
 M

AN
U

SC
R

IP
T

 

 

 

Productivity, Financial Constraints and Outward Foreign Direct 

Investment: Firm-level Evidence
☆ 

Bing Yan
 a,b,*

   Yu Zhang
c
  Yanzhi Shen

d
   Jian Han

e 

 
a 

Nankai Institute of International Economics, Nankai University, China 
b 

Center for Transnationals’ Studies, Nankai University, China 
c 

Economics and Management College, Civil Aviation University of China, China 
d 

Department of International Economics & Trade, Nanjing University 
e 

Department of International Economics & Trade, Nanjing University 

 

 

Abstract: This paper studies the relationship between the financial constraints and 

outward foreign direct investment (OFDI) of Chinese enterprises. First, we construct a 

theoretical model and develop a series of hypotheses to analyze how productivity and 

financial constraints influence firms’ OFDI decisions. Then we construct a 

multivariate index to measure internal and external financial constraints. Using 

Chinese Industrial Enterprises Database as well as the Database of OFDI Firms in 

China, our empirical finds that both productivity and financial constraints have 

important impacts on firms' OFDI decisions. In addition, the marginal effect of the 

financial constraints increases as firms’ productivity rises; an effect felt more to the 

private enterprises than state-owned enterprises. Empirical results also indicate that 

external financial constraints affect the firms'  OFDI decisions more greatly than the 

internal financial constraints.  
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