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Research on Impact of China’s Market Integration on Utilization
of Foreign Capital

Lu Xiaolan, Ge Zhengtao
Business School, Jianghan University, Wuhan, Hubei 430056

Abstract : Based on the provincial panel data of China from 2016 to 2023, this paper calculates the provincial
market integration index and analyze its impact on the scale and quality of foreign capital utilization
and its mechanism, The results show that market integration has a significant positive impact on both
the scale and quality of foreign capital utilization. Moreover, it mainly affects foreign capital utilization
through paths such as stimulating market potential, enhancing market competition, and reducing
operating and institutional costs. Finally, this paper puts forward some policy suggestions, such as
"deepen super—large—scale market construction”, "optimize market competition environment", and
“"reduce institutional transaction costs".
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