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China’ s long - term Direct
Investment Abroad
ABSTRACT

Key words: FDI Direct Investment Abroad Going Global Long — term Trend
Policy Study

The dissertation adopts a long — term and active perspective corresponding to global
economy and FDI development trends. With the target of analyzing the long — term devel-

opment trend of China’ s Direct Investment Abroad and interpreting the present policy o-

rientation, this paper is expected to be productive to the development of China’s Direct .

Investment Abroad.

The paper is consisted of eight chapters, covering five major questions:

Firstly, the paper attempts to suggest a hypothesis of China’ s long — term Net Out-
ward Investment trend curve by using the present popular FDI theories, especially the
IDP (Investment Development Path) theory raised by the British scholar John H Dun-
ning. With a time span expanding from Tang Dynasty to modem times and even to the fu-
ture, the analyses will take the special developing track of China’s economy and inter-
national investment, as well as the forecast, into consideration. Actually, as the
world” s largest developing country, China’s enterprises, outward FDI and net outward
FDI development trend almost adheres to the IDP model. However, in the pre — modern
history, China used to be the strongest country in economy, and there were a large
number of individual economies and some of the enterprises explored the markets in
southeast — Asia, Europe and America, which leads to a reasonable thinking that Chi-

na’s net outward investment long — term trend curve should also have its own specialty.




Secondly, the paper includes case studies concerning Chinese people’s attempt of
* going out” in history. From ancient time to the mid — Ming Dynasty, China’s economy
was going through its “advanced period” when many people from China started their
business aboard. From mid ~ Ming Dynasty to the break of the Opium War, China’s e-
conomy was in its “backward period” when some pioneers were aware of western Capi-
talism’ s developing trend and took the attendant business oppottunities to spontaneously
invest or start business in southeast — Asia and other regions. From the “Opium War” to
the year1949, China’s economy was in its “underdeveloped period” when China was
forced to open its marketl and passively accepted foreign investment’ s pouring in; mean-
while, native enterprises were started and some of them attempted to invest a-
board. Since the year1949, especially since the promotion of the “opening up” policy
in1979, China has stepped into the “rising period” when Chinese enterprises began to
learn from the foreign companies and gradually obtained global management idea, after
which they began to “go global” .

&

Thirdly, the paper tries to analyze and evaluate the “going global” strategy and its
effects. At the beginning of the new century, Chinese government raised “ going global”
strategy in accordance with the domestic and international situation, symbolizing China’
s “opening up” process has opened a new chapter. Dialectically speaking, “going glob-
al” strategy accelerates the development of domestic enterprises’ overseas investment
and provides an effective supports to China’ s industrialization process; however, just
because “going global” strategy is formed and promoted against the backdrop of national
industrialization, its has both beneficial and harmful effects.

Fourthly, the paper gives a comprehensive analysis on global FDI development
trend and the FDI related policies adopted by the United States, United Kingdom, Ger-
many, France, Republic of Korea, Singapore and Russia. Nowadays, global economic
form is shifting from the traditional industry to information and services industry. Some
industrialized countries have already entered the era of developing information, knowl-
edge and service industry. This fact can also be illustrated by the global FDI flow trend,

in which a major phenomenon is presented as2/3of the overall global FDI flowing into

the service industry the focus of FDI is shifting to the service industry. The speciali-
zation in manufacturing industry leads to the fact that some sections, such as the R&D

and design sections, are separated from the manufacturing industry and enter the service



industry. The “services” are built on people’ s knowledge, judgment of values, appre-
ciation of beauty and tastes of art. In another word, it is built on the knowledge — inten-
sive human capital. In the future, the capital — intensive and technology — intensive FDI
projects will be more and more likely born in service industry instead of manufacturing
industry. Moreover, when service industry completely controls manufacturing industry,
it’s the time that industrialized society ends and information and service society begins.

Fifthly, the paper forecasts China’s direct investment abroad and raises some ad-
vices and suggestions. It’ s important to conform to “flying geese model” but not to fall
into it; actually, it is necessary to get out of the model and actively promote China’ s
industrial structural upgrading to change the economic development pattern. This is not
only the demand of the national economic development but also the mission of FDI
flow. On one hand, the aim is to improve the quality of the inward FDI; on the other
hand, it is essential to give play to the initiative of the domestic enterprises and expect
them to catch up with or bring the world”’ s advanced techniques through spontaneous ac-
tivities of “going global” , so that China’s industrial development can be at the same
pace with or surpass the advanced countries in the world.

Therefore, it is necessary to keep pace with the time and make sustainable efforts
to build international investment theories, so that we can study international capital flow
from an insider’ s angle. It is also necessary to develop labor value theory and take the
value of human capital into consideration, giving weight to both non - material knowl-
edge and the creation of service products. What is equally important is to improve the
text book and teaching system concerning international investment and international busi-
ness study, obtaining common understanding and reducing the transaction cost. It is also
significant for the government to transform its functions and provide better services to the
“ going global” enterprises after the awareness of the enterprises’ actual needs. Besides,
it is essential to improve property rights institution and other systems, protecting and
cultivating enterprises’ core competence and leading the capital to make contribution to

the country.
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