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Preface

Since the second half of 20th century, the rapid development of
foreign direct investment (FDI) activities, aimed at realizing the best
globalized resources allocation, has caused such elements of production as
capital, etc. transferring transnationally. Following international trade,
international finance and security investment, FDI has become major
international economic activity, where transnational corporation plays the
lead in the international economic arena. The international academic and
business circles have been paying more and more attention to the study on
direct investment and transnational corporation. Mr. Song vafei has gone
further into this subject. Based on his doctoral thesis, Mr. Song has
improved and complement the thesis, and at last finished the works. As
his supervisor, 1 am very gratified at his success.

Looking at the present research on FDI, there are three aspects of
main achivements. First , from the macrocosmic point of view, based on
basic inspection of the nations, this book analyses and discusses the

benefits the transnational capital movement could pass to the related
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nations. This book has also brought 1o light why different countries have
foreign direct investment or attract foreign capital. Second, this book,
under the guidence of the industry organization theory, probes into the
conditions on FDI. And various elements of final decisions on FDI.
Third, from the viewpoint of business organization evolving, through the
study of microcosmic entity of transnational direct investment, the book
explains the universal reasons and general law. However, no matter how
the study is done, westem scholars all take large transnational
corporations of developed nations as the object to inspect and analyse the
relevant issues, and could build their theoretical structure. They stress
that international capital is flowing to developing countries from developed
countries, and that there is a one — way trend of developed countres’
direct investment on developing nations. They hold that only the
enterprises which have monopolist advantages can have the conditions for
FDI. However, this conclusion is not in line with the actual situation in
which developing countries have rapid foreign direct investment, nor
could they explain the reasons and features of the phenomenon.
Generally, China’ s FDI is still in a beginning stage. But it has
developed rapidly in recent decade. Comparably speaking, the study on
this issue obviously lags behind, especially behind the study done by the
scholars of developed countries. Therefore, to strengthen the theoretical
research on transnational direct investment , to deeply probe into the
reasons, features, advantages, patterns, and strategies of FDI done by
developing nations, especially by China, could break through the western

theoretical limitation, improve and further develop FDI theory, open up
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new study areas, and construct the transnational direct investment theory
which both has Chinese features and is in accordance with general law of
international productive power development .

The study in this book is not only theoretically important, but also
forward looking. China will soon enter into WTO. To strengthen the
research on Chinese enterprises’ FDI, especially its strategic research,
play an important part as to if china can seize the opportunity, meet the
challenge of the integration of world economy, share the benefit of
international capital movement .

The author’ s study mainly focuses on three respects: (1) It sums
up , evaluates, compares and uses the experience of various typical
western FDI theory; (2) Tt puts forward the reasons, advantages,
features and theory of developing nation” FDI; (3) Based on the
developed nations’ experience and China’ s actual situation, it probes
into the directively significant strategic issues of “how to take action”. It
puts forward many important issues such as global competitive strategy of
Chinese enterprises’ FDI, market entering strategy , marketing strategy,
oversea financing strategy and organization structure design and planning.

The author holds that, to some extent, western FDI theory, reflects
the requirement and law of production intemationalization and productive
power’ s transnational development. To make use of this research
achivement and western successful experience is a good short ~ cut to
speed up development of FDI. The author draws great inspiration from
careful consideration to various theory : The advantageous conditions of

FDI are not absolute. The tack of balance in economic development in
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diffent countries ant regions enables the advantages among the enterprises
to have its relativity. The enterprises of developing nations still have
advantages in some respects and they can develop FDI. Even some
enterprises which have no some advantages may acquire advantages
through FDI. China’ s present FDI situation does not suit the developing
speed of chinese economy and the status in world economic structure . It
should be recognized that FDI is an oversea extension of attracting foreign
capital. China should realized the stratigic transformation of stressing both
attracting capital and oversea investment, take active part in FDI activity,
formutlate relative developing strategy and the way to deal with the
situation, take part in differentiation of labor system of integration of
global economy, and share the benefit of international capital movement .

Of course, transnational direct investment in China is still a new
subject both in theory and in practice, which still needs further study.
There may still be some shortcomings in this book. Nevertheless, the
author has achieved great results in this fields. And its academic value
and practical uses are obvious. It is sincerely hoped that this book could
provide theoretical basis and method reference which is my student’ s

and my common aspirations.

Zhang Yimin
July, 2000
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