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How the Business Environment Influence the Innovation Input of

Foreign-Funded Enterprise

Evidence from Listed Firms in Free Trade Zones

Zeng Weixin'  Ye Zi* Wen Yanchi®

(1. China Capital Market Institute Department of Education and Researching, Shenzhen, Guangdong 518055, China;
2. China Capital Market Institute office, Shenzhen, Guangdong 518055, China)

Abstract: Creating a world-class business environment is crucial for attracting foreign investment, stimulating innov-
ation among foreign enterprises, and advancing reforms in China's foreign investment management system. This study in-
vestigates the impact of the business environment on the innovation input of foreign-funded listed enterprises located in
China's Free Trade Zones. The results indicate that: (1) A favorable business environment significantly enhances innova-
tion input among foreign enterprises, with stronger effects observed in the eastern and western regions. (2) Key dimen-
sions of the business environment-namely, the market environment, government environment, legal and policy environ-
ment, and cultural environment-all positively influence innovation. Among these, the market and government environ-
ments have the most pronounced impact. Based on these findings, the paper offers policy recommendations focused on im-
proving specific aspects of the business environment, providing valuable guidance for deepening reforms in China's for-

eign investment management system.

Keywords: business environment; free trade experiment zone; foreign-funded enterprises; innovative system re-
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