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Does the Establishment of China’s Pilot Free Trade Zones Intensify Financial
Risks of the Enterprises: With a Discussion on Financial Risks of the Enterprises
in Border Areas

LI Guanghui,XU Wenjie, CHI Wucheng

Abstract: The construction of pilot free trade zones( FTZs) is an important strategic initiative
for China to advance reform and opening —up in the new era, serving as a highland for
institutional innovation and a frontier for institutional opening up. Based on the samples of
Chinese A —share listed companies and the cities in China from 2010 to 2021, this paper
employs a multi —period DID model to examine the impact of the establishment of pilot FTZs
on financial risks of the enterprises. The results show that the establishment of pilot FTZs
will significantly intensify financial risks of the enterprises by improving the innovation
quality of the enterprises and constraining the internationalization breadth of the enterprises.
The heterogeneity analysis reveals that this impact is more significant in non —state —owned
enterprises, the enterprises in the areas with more invention patents and the enterprises in
the areas with higher level of opening —up. Additionally, the impact of the establishment of
border pilot FTZs on financial risks of the enterprises is statistically significantly weaker
than that of the establishment of non —border pilot FTZs, reflecting the current development
constraints faced by border pilot FIZs and the enterprises in these areas, which urgently
needs attention from all sectors. These findings provide insights for paying attention to and
preventing financial risks of the enterprises under the background of coordinating high —
standard opening up and high —level security.
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border areas; high —standard opening up and high —level security
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