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PREFACE

Two-way investment reflects a country’s power and capacity in attracting foreign
direct investment and outputting its domestic capital for the investment abroad. It is also
an important indicator reflecting a country’s level of opening-up to the outside world and
that in the internationalization. Nowadays, with the further deepening process of
economic globalization and regional economic integration, two-way investment has
hecome an increasingly important option for a country to participate in the international
division of labor and global competition.

China’s two-way investment has experienced different periods of development.
During the 1980s. following up the beginning of reform and opening-up, China
introduced in a development strategy of “ brining-in " through proactively opening
domestic market and attracting foreign capital, technology and management to participate
in China’s economic development, so as to push forward the transformation of industrial
structure, enhance technology and skill, improve business management, and eventually
promote rapid economic growth. After 30-years development, the value of foreign capital
utilization in China rose from US § 1.956 billion in 1985 to US $ 123.911 billion in
2013, a 62 times increase. The sectors for foreign direct investment ( FDI) gradually
expanded from manufacturing to the primary and tertiary industry. The investment
regions extended from eastern to central and western part of China, and from costal area
to the areas along and surrounding Yangtze River. The investment sources increased
from a few countries to over a hundred countries and regions worldwide. China has now
formed an opening pattern featuring wide-range, multi-level and all-dimension. China
now has been ranking the first among all the developing countries in attracting foreign
capitals for 22 consecutive years, and ranking 2" of the world. The successful
implementation of “bringing-in" strategy has made significant contribution to China’s
sound, sustained and rapid economic growth.

The international experiences showed that different developing countries go through
different development phases in two-way investment. The“bringing-in”strategy featured

by the inflow of international capital should lead the*going-out”strategy featured by the
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outflow of domestic capital. A country could enter the “going-out” phase of capital outflow only when it owns
relatively strong and comprehensive power. So was China in the development of two-way investment. In the late
1990s, China’s economic growth gained positive outcomes. Particularly after the Asian financial crisis, in order to
better participate in and share the benefits of economic globalization and gradually adapt to the demands of new
international development situation, China implemented a “going-out™ strategy, encouraging Chinese businesses
for overseas development, and that initiated an era for China to enter in the internationalization. Since then,
Chinese businesses officially have set steps onto global stage.

During the decade before the outbreak of global financial crisis in 2008, China’s steps of “gomg -out”
remained relatively slow in terms of small value and limited sectors and regions in overseas investment. The
investment abroad only confined to energy resources limited only in the developing countries. However, the global
financial crisis in 2008 provided a good opportunity for China to march forward to the world wide. On one hand,
China’s comprehensive economic power has become more stronger after many-years endeavor of reform, opening-
up and economic development, and businesses of different types have had owned stronger capacities for “going-

t”. At the same time, Chinese businesses have already accumulated experiences for investing abroad after
many-years efforts of exploration and hard work. On the other hand, the 2008 financial crisis mainly occurred in
the developed countries of Europe and America, and many of their industrial enterprises suffered from asset
deflation and economic recession, which in fact left Chinese businesses a broader space for “going out”. The
synergistic effect of above factors vigorously pushed forward China’s “going-out™ strategy into a new phase of
comprehensive and accelerated development. China’s overseas investment presented new features different from
that in the previous decade. First, it is the sharp rise in value of overseas investment. China’s overseas
investment tripled from US $ 26.5 billion in 2007 to US $ 107. 8 billion in 2013, US $ 28. 8 billion more than
the accumulated value (US $ 79 billion) from 2000 to 2007; Second, the sectors of investment involved cover
the primary, secondary and tertiary industries; Third, the overseas investment covered over 180 countries and
regions worldwide with substantial increase to Euro-American developed countries and the BRICS; Fourth, the
sources and approaches of investment were diversified. Currently, China has been the 3rd largest outward
investment country in the world for two years. According to the “World Investment Prospects Survey 2012-2014”
issued by United Nations Conference on Trade and Development, China has been listed as the most prospective
investment destination and the most promising source of FDI.

Although positive effects have been made in China’s two-way investment, it is sobering to aware that compare
with “bringing-in”, China has just experienced relatively a short period of “going-out”, and China needs to further
accumulate more experiences in the development knowledge. Moreover, the uncertainties and difficulties become
harder in future for the Chinese businesses to invest abroad due to the reasons of multiple options of investment
destinations and sectors, more complicated and changing situation, and the intertwined factors of politics,
economy, culture, diplomacy and markets etc.. The Chinese governments at all levels and businesses will
confront new trends and problems of overseas investment in future. Particularly, businesses need to have in-depth
recognition and understanding of overall national conditions, legislation and market of the invested countries.
Meanwhile, governments at all levels are necessary to provide more comprehensive guidance and relevant
information for businesses who are interested in investment.

“China Two-way Investment Development Report 2014 edited by the International Cooperation Centre of
National Development and Reform Commission is a tool book with rich information and guidance for promoting a
sound development of China’s two-way investment in terms of “bringing-in” and “going-out” strategy. This

Report has the following main features. First, it collected speeches related on two-way investment by the Chinese
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state leaders in 2013 as an effort to enable the domestic and international communities to better understand
China’s determination of reform and opening-up and the stability and continuity of its policy. Second, it covers
the development situation of two-way investment of Chinese central and local governments and provides sufficient
information on facts and figures. Third, it contains China’s policies and regulations on two-way investment of
China and some selected foreign countries. The Report also includes new policies and regulations of China which
show the direction for the foreign investors. The investment guides of foreign countries provide certain state legal
guidance for Chinese businesses investing abroad. I believe that all of the information will be beneficial to both
Chinese and foreign investors.

I recommend this Report to all friends who show interests in China’s two-way investment, and wish it will
provide a better service to the Chinese and foreign organizations and businesses engaged in collaboration,

exchanges and win-win development.

Hu Zucai
Vice Minister

National Development and Reform Commission
November, 2014
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