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Facilitation of Cross-border Travel and Foreign Enterprise Entry
—A Quasi-natural Experiment Based on 72/144-hour Visa-free Transit
LI Jiantong CAI Sijia

Abstract. Visa-free transit, a pivotal measure of China’s institutional opening-up,
raises an important empirical question; Can face-to-face interactions enabled by cross-bor-
der travel promote foreign enterprises’ entry into China? Using city—industry—year data on
foreign enterprise registrations from 2009 to 2019 and exploiting the staggered rollout of
China’s 72/144-hour visa-free transit policy as a quasi-natural experiment, this paper
identifies the causal impact of cross-border travel facilitation on foreign enterprise entry
through a multi-period difference-in-differences framework. The results show that facilita-
tion of cross-border mobility significantly increases the number of newly established foreign
enterprises in treated cities. The effect becomes stronger when the permitted transit dura-
tion is extended and when the geographic scope of permissible activities is broadened. The
promotion effect is more pronounced in cities with extensive people-to-people exchange
networks, in service-oriented industries, and among wholly foreign-owned firms. The
mechanism analysis indicates that visa-free transit encourages foreign enterprise entry by
enlarging inbound traveler flows, reducing transaction costs, and alleviating policy uncer-
tainty. Further evidence shows that cross-border travel facilitation also improves foreign
firms’ survival in the Chinese market. Moreover, its investment attraction effect is rein-
forced when combined with “hard information” dissemination, better transportation infra-
structure, and complementary institutional reforms. Overall, this study reveals how visa-
free transit policy affects the location decisions of foreign enterprises. It also provides an
actionable policy direction for fully realizing the potential benefits of the policy and sup-
porting China’s strategic goal of stabilizing foreign investment.

Keywords: Cross-border Travel; Visa-free Transit; Foreign Enterprise Entry
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