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Abstract

Abstract
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The strategies of “ bringing in” and
“going out” play important roles in developing
a country’s economy, which has been witnessed
by the United States, Japan and South Korea
successfully. Since the reform and opening up,
in order to alleviate the shortage of domestic
capital, technology and other resources, the
Chinese government introduced relevant
policies to encourage foreign companies to
invest in China. Foreign capital flowing into
China has greatly promoted China’ s economic
development and upgraded the industrial structure.
According to the World Investment Report
released by the United Nations Conference on

Trade and Development (UNCTAD) in 2015,

the foreign capital flowing into China is up to



PEMPEREANEMER S X L EHFR

$ 129 billion which exceeds the United States and for the
first time China becomes the world’s largest FDI inflow
country in 2014, With a large amount of foreign capital
flowing into China and with the Chinese economic and trade
development, after the Chinese government in 2002 put
forward the “going out” strategy, China’s OFDI began to
develop rapidly. After 2005, China’s OFDI is growing at
the “leapfrog” speed. At the end of 2014, Chinese OFDI
reached $ 123 billion, compared with 2003 which increased
more than 42 times and for 3 consecutive years ranked the
third in the world. There are 18.5 thousand investors who
established 29.7 thousand enterprises worldwide which are
located in 186 countries and regions.

China’s OFDI shows two major characteristics, one of
which is that the amount of China’s OFDI grows speedily
in a short period of time; the other is although the outflow
of China’s OFDI ranks the third largest in the world, the
stock of OFDI accounts for only 3.4% of the global stock.
China’s OFDI in the world economy does not match her
economic power and status in the world trade.

In this book, we study what factors drive the Chinese
enterprises in the 21st century to invest abroad in a large-
scale, and what factors may promote the further expansion
of the scale of China’s foreign direct investment so as to
change our small stock situation, and promote more
enterprises to “go out” and serve our economy. It’s

significant to study China’s OFDI under the existing
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serious industrial structure and OFDI will help Chinese
enterprises transfer excessive capacity to foreign countries
and upgrade our economy. And now our country is in the
critical period of industrial structure transformation and
upgrading of enterprises. By integrating the global resources.,
enterprises may change from the global industrial chain of
low-end to higher value chain. In addition, clarifying the
factors influencing China’s OFDI investment, we would be
clear what factors cause the capital outflow and can prevent
capital outflow too fast, which would have a negative
impact on China’ s economic development. Studying China’s
foreign direct investment, we hope to put forward some
useful suggestions for our government. The rapid
development of China’s foreign direct investment has not
only changed the pattern of the world’ s investment, but
also as the largest developing country, China’s foreign
direct investment has also challenged the existing investment
theory. Therefore, it is of great theoretical and practical
significance to study the determinants of foreign direct
investment and location choice.

China’s OFDI is not only pushed by home country but
also pulled by the host country. So we analyze the
determinants from the perspectives of home country and
host country by adopting theoretical and empirical method.
The contents of this paper are as follows:

The second chapter comments on the existing foreign

direct investment theory. We review the progress of the
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existing research results of the foreign direct investment to
prepare for the follow-up study.

The third chapter studies China’s OFDI development
since the reform and opening up. By using the OFDI data,
we know who the main enterprises “going out” are., where
China’s OFDI goes out and what industry China’s OFDI
invests. Based on Dunning’s theory of investment development
cycle, this book analyzes which stage the Chinese OFDI is.

The fourth chapter analyzes the relevant institutional
arrangements of China’s foreign direct investment in recent
years, including the main policies, laws and regulations of
the government. To understand the institutions of China,
we can {urther study the relationship between the system
and the foreign direct investment.

In foreign direct investment, China’s OFDI shows
great regional imbalance, Foreign direct investment is
mainly concentrated in the eastern provinces which
accounts for more than 70% of OFDI of the year, and the
central and western provinces accounts for only less than
30%. As a transitional country from planned economy to
market economy, different institutional arrangements in
each area will influence its foreign direct investment. We
find that institutions have great influence on the OFDI
differences between eastern, central and western area.

In the fifth chapter, from the perspective of home
country we study the determinants affecting China’s OFDI

from three aspects:
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Firstly, on the basis of the fourth chapter. we
continue to explore the factors influencing China’s OFDI
from the institutional perspective. The study was conducted
using provincial panel data from 2003 to 2010. The results
show that the institution has significant positive effects on
OFDI of China; institution not only has direct effect on
OFDI of China, but also indirectly moderate the effect of
financial development and R&.D. Financial development has
significant positive effect on OFDI, and this positive
relation 1s less stronger with the indirectly moderate of
institution. R&D has insignificant positive effect on OFDI,
and this positive relation is stronger with the indirectly
moderate of institution. There exist institution incentives
where marketalization level is high and IPR is imperfect.

Secondly, because of the special situation of our
country. the financial repression policy has been carried out
and the financial repression policy has a far-reaching impact
on China’s economy. On the other hand, in recent years,
with the rapid growth of China’s foreign direct investment,
we explore whether the financial repression is one of the
causes of large-scale foreign direct investment (OFDI) of
Chinese enterprises. Empirical results show that the
financial repression., since the founding of the People’s
Republic of China, significantly promoted China’s foreign
direct investment. China accumulated large foreign
exchange reserves under the financial repression policy

which promoted China’s massive foreign direct investment
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at the cost of China’s economic structure imbalance,

Thirdly, we analyze China’s OFDI from the perspective of
population structure. After 2000, OFDI has been increasing
rapidly and the population structure of China has changed a
lot, i.e. elderly dependency ratio increased. We use panel
data from 2003 to 2010 and time series data from 1993 to
2013 to show the relationship between the population
structure and China’s OFDI. The results show that
children’s dependency ratio has no effect on China’s OFDI
and elderly dependency ratio has significant effect on
China’s OFDI. The changing of population structure is one
of the reasons for China’s OFDI., To improve the quality of
China’s OFDI, the government should improve the level of
human capital and prevent the increasing labor costs caused
by the aging of the country which might result in the capital
outflow.

The sixth chapter discusses the factors that influence
location strategy choice of China’s OFDI from the
perspective of host country. Using the full samples, we find
that the factors influencing China’s OFDI include market
size, strategic assets, cheap labor and natural resources etc.
China’s foreign direct investment tendency to those
countries whose market size is larger, labor is cheaper,
strategic assets and natural resources are more abundant,
However, host country’s financial market environment has
no significant effect on China’s OFDI. There exists great

difference between the developed countries (regions) and
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developing countries (regions) in the economic, social and
legal aspects, so it may be biased using all the samples.
Therefore, according to the clarifying methods of World
Bank, we distinguish the full samples which are divided
into developed countries (regions), developing countries
(regions) and underdeveloped countries (regions). After
distinguishing the samples, we f{ind that for the different
countries (regions), China’s OFDI has different motives.
China’ s investment in developed countries ( regions) is
influenced by technology and other strategic assets and
developed financial market. China’ s OFDI in developing
countries (regions) is affected by market size and cheap
labor. For the under developed countries ( regions )
investment, China’s investment motive is not obvious. As
for the institution seeking, different types of countries
(regions) show different characteristics.

The possible innovation of this book lies in:

1. There are a lot of literatures studying China’s OFDI
from the institutional perspective. Institution not only has
direct effect on China’s OFDI but also indirectly moderate
the effect of financial development and R&D. This book has
new findings, financial development has significant positive
effect on OFDI, and this positive relation is less stronger
with the indirectly moderate of institution. R&D has no
significant effect on OFDI, and has significant positive
effect on OFDI with the indirectly moderate of institution.

2. This book examines the impact of financial repression on
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China’ s OFDI by using different data and econometric
methods. and the conclusion is the same as that of the
existing research conclusions.

3. There are few researches which focus on the relationship
between population structure and China’s OFDI. By theoretical
analysis and empirical test, we find that the aging of the
population has significant effect on China’s OFDI and
population structure is one of the reasons for Chinese more
foreign direct investment.

4. Investigating the determinants of China’s OFDI
location selection from the perspective of the host country,
corresponding to the home country perspective, we make
an analysis from the institution. the population (wages)
and financial market development and other factors. And
financial market of the host country as a pulling factor in
the past literature is not involved. In this book., we
introduce the host country’s financial market and study
whether the developed financial market attracts more
Chinese OFDI. We find that the developed host country
financial market environment is one of the reasons for
China’s direct investment.

Key Words: China; Outward Foreign Direct Investment

(OFDID ; Host Country; Institution; Location



