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Abstract

The thesis takes a research on a hot issue of the current Chinese
and world economy — transnational direct investment. It begins from
the basic definitions and takes a full review of the development of the
transnational direct investment. A great amount of data has been used
to illustrate the impact it has on the economy of the host nation and
source nation. Also a summary and analysis have been made on the
practice of transnational direct investment in China, which lead to an
opinion the author has about the promotion of transnational direct in-
vestment in China. The main content of the thesis includes:

Chapter one: the definition of transnational direct investment and
multinational company. Transnational direct investment is defined as
an investment action an investor of one nation (or region) takes to
gain profits from an enterprise and acquire full or a certain level of
management of the enterprise in another nation (or region). Transna-
tional direct investment can be divided into stock investment and non-
stock investment. In stock investment, the minimum level of stock
proportion is 10%. The basic characteristics of transnational direct in-
vestment are also discussed in this chapter. Compared with indirect in-

vestment, the direct one differentiates itself in these parts: the flow of
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production materials among the nations; the flow of financial capital is
not essential; the investment lasts a long period and involves great
risks; the blurry difference between the direct and indirect (stock in-
vestment) transnational investment. The relationship between transna-
tional direct investment and multinational companies is also included
in this chapter. Multinational companies are the absolute subjects of
the transnational direct investment, while transnational direct invest-
ment is the most important measure and form multinational companies
have recourse to in the organization of economic activities worldwide.
Chapter two: the characteristics of different phases during the de-
velopment of transnational direct investment. The reasons for the un-
precedented rapid development of transnational direct investment after
war are as follows: firstly, the technological development has provided
the possibilities and premises for the rapid development of transnation-
al direct investment; secondly, the more elaborateness of international
division of labor and the deepening internationalization of production
are the main impetus for the development of transnational direct invest-
ment; thirdly, overcoming trade barriers to dominate  international
market is the main force for the development; fourthly, the global poli-
cies of free trade and investment give great support for the rapid devel-
opment; fifthly, the global trend of privatization is a special factor for
rapid progress of transnational direct investment among multinational
companies. The trend of the development has also been discussed in
this chapter. Firstly, merge and acquisition have gradually become the
main measures of transnational direct investment. Secondly, the free
factors in the policies for transnational direct investment have been

strengthened step by step. Thirdly, developed nations are still main
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sources of transnational direct investment, which the investment among
the developed nations, especially “the Great Triangle” still constitutes
the main part of transnational direct investment. Fourthly, the develo-
ping nations show a strong sign of developing transnational direct in-
vestment, and investment continues to flow into these nations. Fifthly,
central and eastern European nations have great potential to absorb
transnational direct investment.

Chapter three; two theatrical sources for the transnational direct
investment in western nations. One source is the classical trade theo-
ries , featured by “theory of absolute interests” , “theory of comparable
interests” and “theory of natural endowment of resources”. Another
source is the theory of capital export presented by Marx and Lenin. In
this chapter comments are made on the macro theory of transnational
direct investment in western nations, featured by “double-gap theo-
ry”, “theory of comparable advantage” and “theory of zones of cur-
rencies” and also those western theories, featured by “theory of mo-
nopoly advantage” , “theory of internalization” , “theory of eclecticism
in the international production” and “theory of life cycle of products”.

The general impact on the host and home country are presented
by Chapter four and Chapter five.

Chapter four: This chapter suggests the impact on the source na-
tion of the transnational direct investment. It is including the competi-
tive edge of the enterprises has been sharpened through transnational
direct investment. Also it helps to upgrade and readjust the industrial
structure of the source nation and it is conducive to improve the tech-
nological ability of the source nation and promote the sales of the prod-

ucts in the world market. It present the inner impact on China, and at
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last of this chapter the policy of source nation is discussed.

Chapter five: the impact transnational direct investment has on
the host nation and the source nation based on great amounts of data.
The impaét on the host nation is mainly in the field of capital forma-
tion, technology innovation, trade, human resources development,
employment and industrial structure.

Chapter six ; analysis on the policies of transnational direct invest-
ment. These policies are divided into two levels; international policies
and domestic policies. Domestic policies can be further divided into
the policies of host nations to absorb investment and the policies of
source nations to invest in other nations. This chapter has made a de-
tailed illustration on the investment measures, treatment, protection
and dispute settlement for the entry and management of foreign inves-
tors, which are the essential part of the international policy. Also dis-
cussed in this chapter are the current situations and development of the
international policies and the direct and indirect impact GATT Uruguay
Round has on the transnational direct investment. The policies of the
host nations mainly include entry policy, ownership policy, preferen-
tial policy, performance requirement policy and capital transfer policy,
etc. The policies of the source nations mainly consist of policies of lib-
eralization and encouragement, on which a detailed discussion has
been offered in this chapter.

Chapter seven: comments on China’s inward foreign direct in-
vestment. Foreign direct investment began to flow into China after the
adoption of the policy of reform and opening to the outside world, and
China has undergone the process of exploration, stable development

and rapid development. Transnational direct investment has played a
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very important role in capital supply, trade promotion, technological
innovation, management improvement, employing enhancement, fi-
nancial income, economy development and the construction of market
system for the socialist economy. But there are also some problems ex-
isting in the use of transnational direct investment, such as the irra-
tional investment structure, the weakening of power of making our own
decisions, irresponsible treatment of state owned property, pollution
and the non-efficient protection of the legitimate rights of the Chinese
employees, etc. It is also introduced that the basic rules of transna-
tional direct investment of WTO, and the perspectives of China’ s re-
ceipt of transnational direct investrent are given in this chapter.
Therefore for the purpose of making better use of transnational direct
investment, in this chapter the author made the suggestions that “ Na-
tional Treatment” should be adopted to adjust us to the requirement of
WTO; also jobs should be done to strengthen industry policies, bal-
ance the geographical policy and optimize the investment structure of
foreign investors; positive measures should be taken to protect the le-
gitimate rights of Chinese side in every respect.

Chapter eight focuses on China’ s outward foreign direct invest-
ment. Reviewing on the development of the transnational direct invest-
ment in our country, this chapter analyses the main features of China’ s
outward foreign direct investment policies implemented since 1979,
The main features are as follows: plural investment subjects, centrali-
zation of investment areas, diversification and centralization of invest-
ment industries, the usual use of the form of joint ventures and small
scale. Compared with the developed nations, China does not have a

large-scale investment. But these investment has played an important



