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Abstract

I. Research purpose

After 1990s, foreign direct investment in China goes into mass growth peri-
od, and China becomes the biggest developing country in attracting foreign direct
investment. Especially after 2001, when China enters in WTO, the multinational
corporation’ s merger practice turns very active. They bring obviously benefits on
investment overspread, technical advancement, and state market development in
China. Positively introducing foreign direct investment plays an irreplaceable role
in development of economy in China.

However, with enlarging the scale of introducing foreign investment, the for-
eign investors have the tendency of sole investment and strengthen merger in Chi-
na. Facing the great wave of foreign capital merger, an unprecedented attention
focus on the issue that whether foreign capital merger seriously affect our national
economic security. With frequently occurred foreign capital merger cases, various
statements about it appear one by one. Different voices and dispute come to the
unprecedented and vigorous degree. It is an urgent affair to adjust timely our ex-
ternal policy according to the enlarging scale of foreign capital merger, and solve
well the problem of making use of foreign direct investment and guarantee national
economic security. Therefore, our government and corporations should publish
relevant policy to further improve the quality and level of using foreign capital, a-
void foreign capitals realize monopoly control our market and technology by the
chance of sole investment and merger. At present in domestic, it is lack of strate-
gic perspective for the research of the relationship between foreign capital merger
and national economic security. The research still only emphasis on the concept,

context, policy, Affect and some other aspects of national economic security, not
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grasp the essence of it, so they can’t guarantee our national economic security in
deed. No other but deeply understand what is the essence affair of national eco-
nomic security, we can propose the proper issue to deal with it.

The research purpose of this article is to study on the dimension, essence
and propose policy of national economic security based on the perspective of for-
eign capital merger. After deeply study on our national economy unsafe represen-
tation and cause from the macro, midero and micro aspects, this article puts for-
ward this argument that the essence of national economic security essence are the
market security and technology security. Furtherm'ore, it also discusses the mean-
ing of guarantee national economic security by positively transferring the economic
function of government. At last, this article discusses the key strategy of guarantee
national economic security is improving comprehensive competitive power. It
mainly applies the research methods of combining theory with practice, combining
normative analysis with positive analysis, and combining macro, midcro with mi-

cro analysis.

I1. Analysis on the dimension of state economy security

Analysis from micro aspect, national micro economic security includes fi-
nance security, resource security, external trade security and some other basic el-
ements. However, our nation does not do well in these three aspects: In finance
aspect, state — owned commercial bank has excessively high proportion of bad
loan, and the influx of international investment capital also brings high pressure
of RMB appreciation. In resource aspect, China consistently relies on consuming
large quantities of resource to support economic growth, and at present China has
to face the crisis for lack of strategic reserve resource. In external trade aspect,
the structure of imports and exports is unreasonable, the dependency of foreign
trade is much higher, and foreign trade friction is more and more fluent. This arti-
cle analysis that there are two factors causes the unsafe of our nation micro econo-
my. One is that owning to the long — term strategy of export leading economy, our
country has huge foreign exchange reserve. However, the disfigurements of market

economy system lead to the outflow of national wealth, that can’t make the for-
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eign exchange turning into resource and technology for us. The other is that due to
our country external trade export and resource import much rely on one region or
country, lifeline area of the national economy is easily subject to others.
Analysis from midcro aspect, industry safety is a stable balance and impro-
ving industry boom status when the industry development and market economy in-
terest of sovereignty avoid the effect in threatening and internal imbalance. The

&

essence of industry safety is “national economy security in industrial” , which
means the weak or strong ability in state — owned industry competition in the tran-
sition and sharing of globalizati(;n economy period. By analysis the external factor
and internal factor of affecting our country industry safety, important domestic in-
dustry data, and typical case, this article proposes, the problems of our country’
s industry safety mainly embody in introducing foreign capitals but being utilized
by advantage of foreign capitals. What’ s more, the foreign capitals have the tend-
ency of control or even monopolize some domestic industry. Thereby, there ap-
pears the industry risk by threatening state economy safety. At present multina-
tional corporations flood into and merger in our market not only for occupying it,
but also for bringing our every industry into their globe industry chain, and con-
trolling the core, key scope, and high additional value part of our every industry,
which cause risk tendency of hollowing in domestic industry development, moreo-
ver, eliminates the possibility of competition with domestic corporation in the fu-
ture.

Analysis state economy safety from micro is another innovation of this arti-
cle. Enterprise is the micro object in macroeconomics of China. The development
of national enterprises is a practical problem which closely relates to the success
of an enterprise, and also an important subject on benign running and develop-
ment of state economy. Economy safety is the basic guarantee for the existing and
development of an enterprise. Since China enters into WTO, in order to conformi-
ty with international “game rule” , domestic enterprises have reorganized and re-
formed on after another, and foreign capitals begin to massively annex and merger
domestic enterprise. Consequently, national enterprises and national brands have

to face the serious existence crisis. This article analyze on every element in do-
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mestic national enferprises overall competitiveness like technical equipment level
enterprise’ s scale and efficiency, profit ability, international competitiveness of
products, dependency on external technology etc, and find out the fundamental
causes for the low position that our national enterprises hold in the international
competition. Firstly, there are lack of multinational corporations in China which
can fight with other developed country’ s multinational corporations; secondly,
the market property institution is not built up and perfected yet; thirdly, there
lack of efficient competitive environment for a long time ; fourthly, the super — na-
tional treatment to the foreign investment weaken the market competition for our
national enterprises. The article also points out; the safe development of national
enterprises is effectively avoiding every internal and external risk in the develo-
ping process. While overall coordinating enterprise itself sustainable development,
national enterprise cultivates and supports the independent innovation ability of
enterprises, unceasing promotes the management levels, keeps on powerfully in-

ternational competitiveness.
III. Anatomy on the essence of state economy security

Country’s economic security means that the national economy is facing the
reality of internal and external threats and psychological feelings, as well as the
use of keeping safety by economic means. The realization of the country’s econom-
ic security depends on a strong comprehensive national strength, and in the back-
drop of economic globalization, the market and technology is the core content in
the competition of comprehensive national strength.

From the market perspective, the economic interests of national sovereignty is
the fundamental guarantee for the counﬁ’y’s interests, and markets property rights
are the important part of sovereignty. Under the market economy conditions, the
national economic security is actually market safety. Market security is a market e-
conomy status of sovereign country. That is the size and the upgrading structure of
the market avoiding from external threats, erosion, blockades, control, and inter-
nal imbalances, such as monopolies and the impact of stable, balanced and sus-

tainable development. In order to preserve our market security, from the manage-
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ment level, we must establish a perfect market system of property rights to fully
protect market property rights; from the practical level, it should be encouraged to
expand the scale of China’s enterprises to enhance their competitiveness as soon as
possible, implement the “going out” strategy, and capture the domestic and inter-
national market share. The article considers that the essence or real focus of
country’s economic security is how to pursue, achieve and maximize the protection
of national economic interests as far as possible. Under the market economy condi-
tions, the realization of economic benefits is realized through the market, and the
core of which is the products of country and the share level of labor market. Thus
the work of guarding national market system security, building security of property
rights to the national market system must be carried out at the international, do-
mestics, and enterprises these three levels: at the international level , it is necessa-
ry to build a fair, equal and reasonable new international economic market order;
at the country level, it is necessary to establish a perfect market system of property
rights; at the enterprise level, on the one hand to establish large enterprise groups
through the asset reorganization of domestic enterprises; on the other hand to estab-
lish a new strategic thinking on global resources and global market — oriented de-
velopment, and implement the “going out” strategy.

From technical security perspective, the broader the definition of the securi-
ty technology concept: in certain social circumstances and conditions, technical
factors, as well as technical factors and national security factor posed by the rele-
vance of the national security of a state, which describes the capacity of national
interests from the threat of foreign technological advantages, the capacity of facing
countries in the international and domestic environment to protect the healthy de-
velopment of technology and rely on technology to improve their overall competi-
tiveness, and the capacity of guarding national technical by means of comprehen-
sive security.

As in many areas, our country lacks its own core technology, which simply
could not occupy the commanding heights of technical standards. Technical secur-
ity crisis has become the enormous obstacles for China’s industrial upgrading, and

raising international competitiveness. The reasons for creating insecurity in our
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country’s technological, first, is the insufficient supply from the enterprise’s own
internal technical capability of independent innovation; second, is from outside
the technical control, blockade and monopoly by mergers cause the emerging ex-

ternal technical failure and national supply of industrial technology wastage.

IV. Strategy to maintain and guarantee the state

economy security

Against the existing threats and the current state of China’s economic securi-
ty, that we previously have analysis, the article discusses status quo of the
country’s respective national competitiveness and the competitiveness of its indus-
tries and enterprises competitive, from the macro, midcro and micro, three lev-
els. For this article, the ultimate solution for guarding China’s economic security
is to boost its international competitiveness, and proposes measures to deal with
the country’s comprehensive competitiveness, industrial competitiveness and the
competitiveness of enterprises three aspects.

For enhancing China’s comprehensive national competitiveness: first is to
enhance China’s scientific and technological competitiveness; second, is to
strengthen the nation’s financial system; third, is to improve and promote the soft
environment for China’s construction ; fourth is to create a sound market system of
property rights.

For enhancing our industry’s international competitiveness: the first is to
build an open and fair market order, and create a favorable exiernal environment
for the competitiveness; the second is to support and cultivate leading industry,
implement the development strategy of catching up and surpassing, the third is to
accelerate the promotion of China’s upgrading of the industrial structure at the
right time, enhance the country’s international division of labor status.

For enhancing Chinese enterprises the international competitiveness: the first
is to increase the intensity of the transfer of technology to China; the second is to
establish and support powerful large enterprise groups; the third is to encourage
the implementation of the “ going out” strategy; the fourth is to found Chinese en-

terprises with powerful international competitive.
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