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The Effect of Money Laundering on FDI in China
——An Empirical Study Based on Panel Data of Listed Companies

MEI De-xiang, JIANG Xu, GAO Zeng-an
(School of Economics and Management, Southwest Jiaotong University, Cheng Du 610031, China)

Abstract; With Foreign ownership listed companies in China from 2007 to 2012 as the research object, this paper, based
on the knowledge capital model and the knowledge capital-money laundering model, makes a comprison of the foreign direct
investment (FDI) in China from the offshore country (region) and that from the non-offshore country ( region) so as to study
the influence of money laundering on our country’s FDI. The results show the follwoing; money laundering has a significant
effect on the FDI in our country; the absolute market scale has an inhibitory effect and the relative market scale has a promo-
ting effect on the entry of FDI into our country’s manufacturing industry, real estate industry, wholesale and retail industry and
the industry as a whole; labor abundance significantly inhibits FDI from entering our country’s manufacturing industry, whole-
sale and retail industry, real estate industry and the industry as a whole; both trade costs and distance are inversely propor-
tional to the direct FDI in China.

Key words: money laundering; FDI; KK Model; KK-MON Model
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