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Preface

This book is on the foreign direct investment (FDI) in western China.
Since the policy of reform and openness to the outside world was implemen-
ted, FDI has played an important role in promoting China’s economic devel-
opment. As China becomes the largest country in FDI stock, China’s economy
has been integrated with international production systems in a relative great
speed. It shows that FDI has a profound impact on China’s economic structure
in terms of multinational companies’ (MNC) FDI stocks and the foreign in-
dustrial structure in China. However, FDI is unevenly distributed in China,
with most in the east and relatively less in the west. Since China’s access to
the world trade organization (WTO) , the share of FDI stock has increased in
eastern China, been relatively stable in the central region, and obviously de-
creased in western China. Why has not the FDI flowed to western China after
the implementation of the “western China development program”, and what
are the constraints? These issues are what the book focuses.

From the perspective of long-term development,the role of FDI in the e-
conomic catching — up in western China is the core of our study. Some parti-
cular requirements should be met to achieve economic catching - up .
Whether can FDI bring what the western China is short of in economic devel-
opment and what is its role in achieve economic catching - up . These issues
are addressed by assessing the impact of FDI on the development of western
China, analyzing the status quo and constraints of attracting FDI to western

China.
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Because FDI involves the transfer of a serial of factors, there are various
constrains on FDI transfer to and cluster in western China. Why and how do
the technological development level, human capital,, and industrial factors af-
fect the flow of FDI to western China? These issues are empirically studied in
the book. To be recognized, the disadvantage in location of attracting FDI in
western China is studied in the framework of spatial economics. The results
reveal that the mode of utilizing FDI in eastern China cannot be copied to
western China and that the strategy of introducing FDI to western China
should embody the regional characteristics, priorities and objectives.

How do institution, environment and system affect the inflow of FDI to
western China? The difficulty in addressing this issue lies in how to quantify
the institutional , environmental and system factors. These factors are catego-
rized and identified in the book and their effects are estimated and tested u-
sing econometric methods. It is found that institutional accommodation and ef-
fective social system have positive impacts on attracting FDI to western China.
Furthermore , the inflow of FDI to western China is more directly by an impor-
tant factor-the matching degree of MNC’s strategy , national strategy on region-
al development and local government’s development strategies.

It is worthy of our attention and reference to those so many experiences
achieved in underdeveloped countries or regions on the introduction and the u-
tilization of FDI, among which one of the important ways is to make scientific
policy on regional development so as to better investment environment. The
book studies the successful policies and related investment environments in
other countries, based on which a comparative analysis is conducted to ex-
plore how to better the investment environment in western China, followed by
some countermeasures and suggestion.

The last part of the book is a literature study, which reviews Chinese
scholars’ achievements and viewpoints made in recent 8 years on the relation-

ship between FDI and China’s economic development. As a systematic study,



Preface

this part is necessary and valuable, serving as a reference for researchers and
readers.

The book is an achievement of collective efforts. At China’s 30-year an-
niversary of reform and openness to the outside world, it is dedicated to those

who concern themselves with the development of western China.

Xianming Yang, Ph. D in Economics
Professor, Dean of School of Development Studies

Yunnan University ,China
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