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FDI Deregulation in Service Industry, Business Environment and Export
Product Quality

WANG Huan' & HUANG Sheng-giang’

(1. School of Economics, Shanghai University, Shanghai 200444, China; 2. School of Customs and Economic and Trade
Research, Shanghai Customs Institute, Shanghai 201204, China)

Abstract: This paper uses China’s Industrial Enterprise Database and China’s Customs Database from 2000 to
2013 as samples to empirically analyze the impact and mechanism of foreign capital deregulation in China’s
service industry on export product quality, and the results show that foreign capital deregulation in service
industry can improve export product quality. Mechanism analysis shows that the deregulation of foreign capital
in service industry can improve export product quality by alleviating the financing constraints and improving
the use of service intermediate inputs, and the enhancement of export product quality in industries with stronger
reliance on external capital and higher level of servitization is more significant. Heterogeneity analysis shows
that equity restrictions and audit review type of service industry foreign capital deregulation on export product
quality enhancement is more significant, service industry foreign capital deregulation on foreign-funded
enterprises, capital-intensive industries export product quality enhancement is more significant, and the positive
effect of the service industry foreign capital deregulation to improve the non-linear moderating effect of the
business environment, that is, only when the business environment exceeds the threshold, the perfect business
environment can strengthen the positive effect of foreign investment deregulation in service industries. This
paper provides policy recommendations for China on how to utilize foreign investment in services to promote
industrial upgrading of manufacturing industry and create a good business environment.

Keywords: foreign deregulation; export product quality; financing constraints; intermediate service inputs;
business environment
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