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Abstract

Abstract

There are two ways to study foreign direct investment
(FDID) ; first, analyze the cause of foreign direct investment from
the view of the maximum of demand and profit; second, analyze
the allocation of foreign direct investment profit on the basis of
the demand of foreign direct investment in the host countries.
The study from the view of the host country can be divided into
two levels: first, transnational corporates games with the central
government of the host country; second, transnational corpo-
rates games with the local governments of the host country. The
traditional ways focus on the first level. The drawback is that
they study transnational corporates’ relation with the host coun-
try from the central macro policy and the highly abstract level,
and the fact is just opposite. The fact is that; first, the opening
degree of FDI in the countries is deeper and deeper, transnational
corporates face less and less policy obstacles to enter the host
countries, and the circulation of FDI is becoming free; second,
most central governments don’t meddle in the specific invitation
of business investment and the work of approval, except that
some developing countries constitute the approval limit of the lo-
cal governments and the especially important items should be ap-
proved by the central governments. In fact, most FDI get direct
connection with the local governments of the investment loca-
tions. The dissertation is just study foreign direct investment
with the relation of transnational corporates and the host

countries’ local governments.
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Abstract

The economic globalization changes the strategy of foreign
direct investment. Transnational corporates pay more importance
to the construction of the core ability, make full use of the ad-
vantages of the host countries and connect with the local enter-
prises to carry out the strategy of “localization. ” These fasten
the relation of transnational corporates and the local governments
in the host countries. When the door of a country has not
opened, transnational corporates have to negotiate deeply with
the central government of that country for the support of their
macro policy to invest in that country; after the door of the coun-
try is opened, especially after the economy of all the countries is
opened more widely and the macro stimulating policies corre-
spond with one another, the significance of the local government
for the attraction of FDI floats up. Actually when the location of
FDI is decided, all the affairs on the investment will have rela-
tion with the local government directly. Furthermore, since the
economy in most developing countries don’t develop balancedly,
the economic feature and the locating advantages are becoming
important to choose FDI locations. The competition stress of
foreign investment attraction pushes the local governments onto
the stage.

The close relation of transnational corporates and the host
countries’ local government is set up under these circumstances.
Transnational corporates invest in the host countries to get profit
by the advantages in the investment locations. And the local
governments establish the local policies and construct excellent
environment to attract FDI under the frame of the country’s o-
pening policy. The local governments get relations with transna-

tional corporates when they “read” the central macro economic
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Abstract

policy. On the other hand, transnational corporates try their
best to break through the regulations to get the most benefits.
The dissertation explores the relation of transnational corporates
and the host countries’ local governments theoretically first; and
then does the case study (Tianjin attracts FDI) of the economic
variables’ quantity relation and gets the quantity proof that FDI
improves the local economy, using the econometric softwares
(EVIEWS and SAS); concretely studies the effect and function
of the local government, by the example of the relation of the lo-
cal government in Tianjin and Motorola and Toyota investing in
the region, and raise the proposals to make full use of foreign di-
rect investment and improve the local economy.

The study view and means to analyze the relation of the local
government and FDI are creative and the study has theoretical

and factual significance.
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