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Abstract

Focusing on the disputing about if China should continue to attract
foreign investments and if China should cancel the preferential policies
to the FDI, the author think china still need foreign investments , but
China’ s purpose of intrducing FDI inflow now should shift from intro-
ducing capital and technology to introducing institution at a higher level
to promote deeper reform. so we need make an inquiry of the extent
and direction of the influence of FDI, if any. What makes us regret is
that the effect of FDI on China’ s institutional changes has not been
paid enough attention and little research has been done. In order to
provide scientific basis for the research of this field and provide founda-
tion for China’ s foreign policy choice, the book analyses the impact of
FDI on China’s institutional changes systematically and comprehensive-
ly based on the retaliated theories of economics and institutional eco-
nomics, theoretically and empirically.

The book first explores the status of FDI in Chinese institutional
changes and points out that FDI, whose effects are restrained by the o-
verall process of China’s reform and openning, is the result of China’s
institutional choice. Based on the above background, the book analyzes
the theoretical foundations of FDI’ s impact on China’ s institutional

changes and points out that DI is originates from the ownership advan-
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tage and location advantage. On this basis, the book presents the spe-
cific path of FDI on institutional changes, that is, by altering the govern-
ment preference , expanding the sets of institutional choice and avoiding
the possibility of path dependence,and promoting the occurance of in-
dependent micro — economic entities. Next, the book further analyses
the conducting mechanism of FDI on institutional changes and suggests
the corresponding theoretical model. Based on previous theoretical
studies , the book concludes that FDI has promoted China’s institutional
changes on the whole and its positive effects have outweighed the nega-
tive ones by discussing the specific effects of FDI. In addition, the book
argues the different effects of FDI on China’ s instutional changes at
different stages. The role of FDI is the most important at the mid — dif-
fusion stage,the next at supply — oriented stage,and at the stage of in-
duced changes, the distinct role of FDI from the domestic enterprises
will no longer exist.

As the property rights institution is the core of a state’ s institu-
tion , finance is the core of economy ,the book specially discusses the in-
fluence of FDI on property rights institutions and financial institutions.
First,by analyzing the impacts of property rights on the institutional
changes ,the book draws the following conclusions; (1) the validity of
property rights coniracts is crucial to the normal development of mar-
kets; (2)the structure of property rights contracts plays a decisive role
in the institutional changes; (3)the changes of the property right insti-
tution will lead to other changes in institutional arrangements. On the
other hand , by analyzing the impacts of FDI on property right changes,
the book draws the following conclusions; FDI promotes the trading of

property rights, accelerate the structure changes of property rights, re-



duces the proportion of state — owned property rights, and raises the sta-
tus of the private economy. Then, by analyzing the process, contents,
pathes , shortage of exesting choices, the book studies the influence of
FDI on finance institutional changes from three aspects,namely FDI in
non - financial field, foreign banks, foreign equity participation of Chi-
nese commercial banks,the of FDI China’s financial system. the book
considers, FDI promotes the finance instutional changes and the forma-
tion of a modern financial system,but FDI in different fields has differ-
ent pathes and impacts, speaking on the impacts,in which foreign equi-
ty participation of Chinese commercial banks the most. After theoretical
analysis, the book tests the relationship between FDI and institutional
changes which includes the relationship of FDI and the degree of
China’s marketlization by econometrics methods and the relationship be-
tween FDI and the environment through case studies; the process of
Chinese foreign policy’ s evolution and the influences of FDI on China’s
foreign policy are explored empirically,which is agreeable with the for-
mer theoretical model.

Finally ,Based on the above theoretical research and empirical tes-
ting,the book provides the following suggestions: (1) China should
continue to attract foreign investment actively and effeciently, but the
strateges of using foreign investment should shift from the introducing
capitals and technologies to introducing of advanced instutions; (2)
China should adjust the measures to attract FDI from preferential poli-
cies to improve the soft and hard environment and the establishment of
management system advantage in the respect of the treatment of foreign
investment; (3) China must correctly handle the relationship of using

foreign investment and protecting Chinese economic securities in the
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process of absorption of foreign investment.

Key Words: FDI Institutional Changes Impact Foreign Investment

Policy
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