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How Does Digital Government Construction Shape the Advantage of Attracting Foreign Investment :
Evidence from Machine Learning and Text Big Data
YU Jintao! ZHANG Rui®* GONG Xingyu!
(1. School of Economics, Xihua University , Chengdu 610039, China;
2. School of Economics s Sichuan University » Chengdu 610065, China)

Abstract; Attracting foreign investment with greater efforts is an inherent requirement for building a
new development pattern. As a systematic project for innovating government governance concepts
and methods, digital government construction has provided an institutional support for expanding
high-level opening-up and become an important advantage in foreign investment attraction. This pa-
per uses machine learning and big data from the text of the "Government Work Report" to measure
the construction level of digital government in China prefecture-level cities, and in combination with
the data of Chinese listed companies, it deeply examines the impact effect and micro-mechanism of
digital government construction on the attraction of foreign investment by enterprises. The research
finds that digital government construction has significantly increased foreign ownership share and

"

played the role of a "stabilizer" for foreign investments. This finding remains valid under a series of
robustness tests. Micro-mechanism tests show that digital government construction empowers the
growth of foreign investment attraction through transaction cost effects, operational efficiency
effects and market expectation effects. Heterogeneity analysis shows that in regions with lower
openness, technology and capital- intensive industries, and cities with higher government interven-
tion, digital government construction empowers the growth of foreign investment attraction more
strongly. Further analysis reveals that the digital government construction also helps attract high-
quality foreign investment inflows. The research conclusion provides policy references for improving
the institutional mechanisms of high-level opening-up and thereby responding to the uncertainties of
the world with the certainty of openness.

Key words: Digital Government; FDI; Quality of Foreign Investments
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