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The Impact of Minimum Wage Increases on Enterprise OFDI .

An Empirical Study Based on Chinese A-share Listed Companies
Zhang Xiaotao & Wang Yin
(School of International Trade and Economics, Central University of Finance and Economics)

Abstract: This paper examines the relationship between minimum wage increases and the Outward
Foreign Direct Investment ( OFDI) of enterprises, by using data of listed companies from 2010 to
2015 combined with the information collected from the Directory of Overseas Investment Enterprises
(Institutions). As many studies reported that raising minimum wage would lead to an increase in
enterprises’ OFDI, this study finds that the relationship between minimum wage increases and OFDI
actually follows a U-shaped pattern. On one hand, the rise of minimum wage causes higher labor
cost, which makes the company less able to afford the entry cost and reduces the probability of
OFDI. On the other hand, minimum wage increases can promote the substitution of capital for labor.
The increase in capital stock per capita brings about technical progress and productivity elevation,
and thus promotes OFDL The overall impact of rising minimum wage on OFDI is a combination of
two effects above.
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