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The Determinants of Foreign Direct Investment in China

Abstract

Since 1978, China has adopted the so-called “open door policy”, attracting
foreign direct investment has become one of the most important methods to facilitate
its economic growth. Moreover, Deng Xiaoping’s southern trip in 1992 made a
clear announcement of “constructing a socialism market economy system”. Since
then more and more foreign countries have invested tremendous amount toward
China due to a more transparent policies and China has become one of the most
favorable countries for foreign investment. Furthermore, China was the biggest FDI
recipient all over the world in 2002. Many countries invest in China, however, their

size of investment are quite different.

The purpose of this study is thus to investigate the following issues based upon
the world-wide official national-level panel data for many countries during the period
of 1993-2003 provide by UN and World Bank and fixed-effect model: 1.
Understanding the trend of FDI in China from all foreign countries during 1993-2002
and comparing the amount of FDI from different countries. 2. Investigating the
determinants of FDI from different foreign countries in China. 3. Providing some
policy implications to the issue of huge amount of investment toward China from

Taiwan.

Keywords: China, Fixed-Effect Model, Foreign Direct Investment, Determinants
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