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Abstract

With the acceleration of economic globalization, international capital mobility has in-
creased markedly in the last three decades. Foreign direct investment (FDI) constitutes the
main forms of international capital mobility and plays a pivotal role in the world economy.
China has the largest national population in the world and attracted greatly amount of FDIL
With the economic reform and opening up in the late 1970s, China makes great achievements
in attracting FDIL By the end of 2012, Chinese government has approved 763. 3 thousand pro-
jects (now is 44. 65 thousand projects) and received inward FDI with US$ 1. 28 trillion. Chi-
na is now the largest recipient of FDI in the developing countries since 1993. A substantial
amount of FDI inflows to China boost the economic development largely.

During the early reform period, some foreign enterprises began to invest Chinese agricul-
tural sector. It has been government policy to encourage FDI into agricultural sector. China
has attracted a lot more FDI since the early reform. By the end of 2012, Chinese government
has approved 22 thousand projects and received contracted FDI with US$ 64. Foreign investor
registered 6 993 enterprises and registration capital is US$ 202. China has attracted actual
FDI with US $ 175 over the period from 1997 to 2012. FDI accelerates the development of
modern agriculture in China. However, FDI can be a double-edged sword producing either
positive or negative effects on Chinese agriculture. The purpose of this study is to investigate
the impact of FDI on Chinese agriculture. Meanwhile, we aim to reveal the nature of FDI in
Chinese agriculture. The study results are important for China to better attract FDI and pro-
mote the development of modern agriculture in China. This study highlights the theoretical
contribution of foreign direct investment from agricultural sector.

My work is to investigate empirically the impact of foreign direct investment on agricul-
tural growth, trade, technological progress and employment basing on the actual and theoreti-
cal analysis. Finally, some policy suggestions are presented. The main study results are ex-
pressed as follows.

i. Foreign direct investment affect Chinese agriculture though capital, technology,
structure, trade, employment and institution. The empirical results indicate that there is sig-
nificant positive relationship between FDI and agricultural growth in China. If actual FDI in-
crease with 1%, there will be an increase of 0. 474 % in total agricultural produce as well as an
increase of 0. 435% in rural family income. If contracted FDI increased with 1%, there will an
increase of 0. 468% in total agricultural produce as well as an increase of 0. 429% in rural fam-
ily income. If accurnulated FDI increase with 1%, there will be an increase of 1. 403%.

ii . Foreign direct investment is an important way to transfer agricultural technology

through competition and demonstration effects, linkage effects and human capital effects. The
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econometric results indicate that there is significant positive relationship between FDI and
technological spillovers. That 1s. Chinese policy about *market for technology” takes effect in
specific industry. However. the relationship between FDI and technology spillovers in state-
owned enterprises is not clear. The results also show that there exists a big technological gap
between domestic enterprises and foreign enterprises. Technological gap is not incentive to ac-
quire spillovers for domestic enterprises.

jii . The results of cointegration test show there exists a positive long-run and stationary
relationship between FDI and import, export, total trade in agro-food industry. respectively.
That is, there has complementary relationship between FDI and agro-food industry. Howev-
er, trade variables and investment variables may drilt too far away from their long-run equilib-
rium time path in the short term. The empirical results of the estimated error-correction mod-
els show that import, export and FDI may drift far away from their long-run equilibrium. The
statistical significant coefficients of the error-correction terms indicate that the speeds of ad-
justment from short-run disequilibrium to long-run equilibrium are relatively fast. Test results
for Granger causality indicate that there is no Granger causal relationship between FDI and ex-
port in Chinese agro-food industry. There is one-way Granger causality between import and
FDI as well as between total trade and FDIL

jv. Foreign direct investment mainly focuses on Chinese agro-processing industry. The
econometric results indicate that FDI contributes totally toward advancing growth in agro-pro-
cessing industry in China. The results also show that foreign direct investment crowds out do-
mestic investment and employment to some extent.

V. Determinants of foreign direct investment are very important for Chinese government
to regulate FDI. The empirical results indicate that market size, firm size, market economy.
value-added, agglomeration economies and industrial policy are the important determinants of
FDI in China’s food Industry, while labor cost may fail to attract substantial amount of FDI or
the advantage of low labor cost is reducing. Moreover, the impacts of market size, firm size,
value-added, agglomeration economies on FDI in Chinese agro-food industry are positive to
FDI. The impact of market economy., industrial policy on FDI in Chinese agro-food industry is
negative. The estimation results indicate market economy is not yet complete in Chinese food
industry. The current industrial policy is not enough to attract more FDI. Meanwhile, Chi-
nese state-owned food enterprises should adapt to market economy and improve their market
competitiveness.

Finally, this research suggests foreign investment policy, technology policy, trade poli-
¢y, competition policy and land policy related to FDI basing on revealing agricultural FDI from

other countries.

Key Words: Agriculture; Multinational corporations; Foreign direct in-

vestment; Foreign trade: Market structure; Spillovers effects
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1991 24.5 4.0 10. 3 9.0 18.9
1992 21. 8 3.7 10. 0 12. 7 12. 8
1993 19.9 2.8 9.5 13.1 9.1
1994 20. 2 2.4 9.2 12.1 9.3
1995 20.5 3.1 8.3 11.8 10. 0
1996 20. 4 3.7 8.8 12.2 11. 1
1997 19.1 4.2 8.3 12.3 10. 8
1998 18. 6 5.4 10.7 11. 4 9.4
1999 17:6 6.7 8.2 11.2 9.3
2000 16.4 7.0 7.8 11.5 8.8
2001 15. 8 6.8 7.7 11. 4 8.0
2002 15.3 7.3 7.2 11.2 7.2
2003 14. 6 4.8 T, 11. 8 5.8
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