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Preface
Wang Luolin

It is very difficult to carry out research on China’s economic
issues in the 90s without an understanding the influence of foreign
economic relations in China. Regarding its scope of we have been
aware of, the importance of studies of China’s foreign direct invest—
ment is manifested in the following aspects.

China has been utilizing foreign direct investment for 17 years
since the formulation and promulgation of the first law on foreign
direct investment “Law on Sino—Foreign Joint Ventures of the
People’s Republic of China”. This 17 years period has played a
foundation—laying historical role in the historical process of building
a socialist market economy with Chinese characteristics and there-
fore it merits serious study and experience sum-—up.

During the 17 years,the volume of foreign direct investment has
become bigger and bigger, the number of projects has become larger
and larger and it has exerted an ever—growing influence on the
national economy of China. It was written in The Rising China, the
World Bank’s 1997 report on China’s national economy that the
association of trade,foreign direct investment and the high deposit
rate has become a key factor for the quick growth of China’s
econbmy. Indeed, in terms of macro—economics, foreign direct in—
vestment makes up a considerable proportion in China’s GDP and in
the total social fixed assets investment,thus exerting a great influence
on the long—term growth of the economy of China.

In industrial field, manufacturing industry has absorbed a large
quantity of foreign direct investment, which has a strong impact on




the development speed of China’s industries, on the industrial struc—
tural adjustment, on the market of industrial products, on the vol-
ume and ways of foreign trade, and on the organizational structure
of industrial enterprises. In the field of international revenue and
expenditure, large number of foreign direct investment has brought
about inflow of long-term capital and hundreds of enterprises with
foreign direct investment have generated revenue and expenditure in
foreign exchange, all of which has remarkably influenced the inter—
national revenue and expenditure of China. In the field of finance,
the merge of enterprises by foreign direct investment,the multi—
channel fund-raising by enterprises with foreign direct investment
and flow of short—term capital generated in business activities have
all exerted certain influence on the internationalization of China’s
finance and on its linking up with the world economy.

Apart from economic activities, foreign direct investment has
also an impact in many aspects on the reform of State—owned
enterprises,on the reform of the economic structure, and on the ways
of employment, occupational structure, social structure and social
ideas of the Chinese society.

For China that is at the primary stage of socialism, foreign
direct investment has no doubt brought about a positive influence on
China. This influence, however , is unstable and reversible and
therefore needs maintenance and perfection. Meanwhile, it’s an ob—
jective fact that foreign direct investment poses challenges and unfa—
vorable factors to us as well. This is a new subject of study for us
to further make use of foreign direct investment actively and effec—
tively. So, studies of foreign direct investment should be further
deepened. China’s policies towards foreign direct investment can be
scientific if only they are formulated on the basis of go—in—depth
studies and in accordance with the criteria of the “three favorables”
set forth by Deng Xiaoping, not onl_y utilizing foreign direct invest—
ment boldly but also raising constantly the level of foreign direct




investment utilization.

The actual reality in the academic circles in China is that there
has already been a good start in studies of foreign direct investment
issues since the mid—80s, but compared with the actual needs of the
construction of Chian, the gap is still quite wide. The gap is not
only manifested in that the ability of policy studies needs to be
enhanced but also in that education and research need to be enriched
and improved. In the field of education, disciplinary construction is
stagnant and imperfect. In the area of research, there are still very
few results. There are many reasons for this backward phenomenon
and one major reason is that we still neither have a comparatively
systematic and comprehensive understanding of the actuality of for—
eign direct investment in the country nor enough and accurate
information and that materials and data are incomplete and not
creditable. It is an empty talk to improve studies of foreign direct
investment if this situation is not changed.

In view of above understanding, Chinese Academy of Social
Sciences set up, in 1996, Center for International Investment Studies.
Researchers of the Academy and experts and officials from other
institutions are organized through the Center to carry out studies of
foreign direct investment in China. Apart from undertaking directly
some research projects, the Center also spends much efforts in col-
lecting and compiling relevant materials. In terms of classification of
research subjects, a wide scope of materials and information need to
be gathered and therefore work should be done in steps. In the fall
and autumn of 1996, Center for International Investment Studies and
China Business Center of the Hong Kong Polytechnic University
decided to first collect materials concerning the distribution of for—
eign direct investment in industries in China and their management
situations and then to compile a white report. Hence the motion of
Report on Foreign Direct Investment in China.

This has attracted, first of all, the attention and support from




the State Planning Commission, State Economic and Trade Commis—
sion and Ministry of Foreign Trade and Economic Cooperation,
which has ensured that the work can be done smoothly. It has also
got the Support from responsible departments of relevant industries,
where the staff members have provided materials and information to
this report. Most of the industrial reports have been written by
officials of relevant ministries and departments, thus guaranteeing
the quality of the report and the realization of the goals of the
compilation. We would like to avail ourselves of this opportunity to
express our heartfelt thanks to all of them.

For us, it will be the greatest encouragement if the publication
of this report may be useful for the studies in the academic and
economists circles. Of course, we are fully aware that there are
shortcomings in the report due to our low level of knowledge, lack
of experience and the fact that this is the first time information and
materials on foreign direct investment in industries are collected. To
improve our work in the future,we sincerely invite all kinds of
criticisms.
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