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2013 38213.15 5097.26 1175.86 23 1694 33.2
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£ Z71RAR oF 9% 428 S5t} 20081 AIARE 9] o) A&
sletalan ol ol 23 7191e] HiEe] AltiHew 27tk Qlrks AMl
olulsls Aow 7 Yalgold £571%0] WA Zwr) 2l =47
o] whd Hmurt wacks AL ofujgi

e

HU

tlo

(2 3) 3= 37 S +~lat HIS0IM 2/=¢ FXIY JEE HIFS 0
(EH91:%)
A - FAHIE
A B C D E F G H
1998 12.4 12.4
1999 13.7 135
2000 148 | 93 | 070 | 100 | 147 9.1 0.69 9.8
2001 158 | 94 | 073 | 102 | 157 9.3 0.69 10.0
2002 167 | 90 | 073 | 98 16.5 8.8 0.67 9.5
2003 187 | 97 | 074 | 104 | 188 9.4 0.67 10.1
2004 | 211 | 97 | 078 | 105 | 213 9.6 0.70 10.3
2005 205 | 91 | 075 | 99 20.9 9.2 0.71 9.9
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2006 21.0 9.1 0.60 9.8 21.3 9.2 0.56 9.7
2007 21.0 9.1 0.62 9.7 21.3 9.1 0.58 9.7
2008 19.2 8.6 0.43 9.0 19.5 8.6 0.42 9.0
2009 18.2 8.3 0.37 8.7 18.2 8.1 0.35 85
2010 17.7 8.0 0.35 8.4 17.7 7.9 0.34 82
2011 16.6 7.5 0.34 7.8 16.7 7.4 0.34 7.7
2012 15.2 6.8 0.32 7.1 15.3 6.7 0.31 7.0
2013 14.8 6.7 0.30 7.1 14.8 6.6 0.29 6.9
2014 142 6.6 0.27 6.9 14.1 6.4 0.27 6.7
2015 13.4 6.2 0.22 6.4 132 6.0 022 6.2
2016 13.0 6.0 0.21 6.2 12.8 5.8 0.20 6.0
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Abstract

An Analysis of Contribution of FDI to China's Economy

Ko Jeongsik

Paichai University

Overall, this study first grasps basic statistics such as the type of investment in
foreign direct investment, and comprehensively assessed the contribution of the
foreign direct investment to China’s macroeconomic sector in terms of import and
export, trade surplus, employment and tax revenue, fixed asset investment and
foreign exchange reserves. This will enable us to understand how the Chinese
government has achieved its objectives related to foreign direct investment policy
and how role of FDI in China’s economy has changed. Finally, we classify
foreign-invested companies as joint venture companies, and investigate whether the
management activities of joint ventures have positive effects on management
efficiency, such as transferring advanced management techniques to Chinese partner
companies.

The significance of foreign direct investment in the macroeconomic sector of
China has also been found. Analysis of the contribution of foreign-invested
enterprises to China’s industrial output from the perspective of the proportion of
foreign-invested enterprises shows that the proportion of China’s industrial output in
2004-2007 has reached 31% from 2.2% in 1990. In other words, the proportion of
foreign-invested industrial enterprises reached 10%, and the contribution of industrial
production reached 30%, which contributed to the development of China’s

manufacturing industry.



The proportion of foreign direct investment accounted for 17% of China’s fixed
assets investment in 1994 when China was actively expanding its reform and
openness. Since then, it has started to decrease and dropped to 1.4% in 2016, and
the contribution of foreign direct investment to fixed assets investment in China has
become insignificant. On the other hand, the contribution of foreign invested
enterprises to China’s financial income is still considerable. The share of tax
revenue of foreign-invested enterprises increased from 4.2% in 1992 to 20.5% in
2000 and accounted for 23.6% of total tax revenue in 2006. As of end-2016, the
share is 18.2%, indicating that the contribution of foreign-invested enterprises is still
high in China’s tax revenue.

It is confirmed that the proportion of employment of foreign-invested enterprises
has continuously increased, contributing greatly to the increase of employment in
China. The fact that the share of foreign direct investment in terms of industrial
enterprises and industrial production in china has decreased since the mid-2000s, but
the share of foreign-invested companies in employment has continued to increase,
suggesting that employment growth rate of foreign-invested enterprises is higher
than that of China. It means more than employment contribution.

The ratio of imports and exports of foreign-invested companies accounted for
about 4% in the early period of reform and opening in 1986. This proportion has
increased rapidly due to the development of foreign trade in China and the increase
of attracting foreign investment, and it is analyzed that foreign exporters contribute
about 50% of China’s imports and exports. In addition, the contribution of foreign
direct investment to China’s trade surplus was even greater. One of the expectations
for the effect of China’s attracting foreign investment was the procurement of
foreign exchange. China’s foreign exchange reserves are at US $ 3.1 trillion at the

end of 2016, and the cumulative trade surplus of foreign direct investment
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companies between 1986 and 2016 is US $ 1,768.3 billion, and 58.7% of total
foreign exchange reserves.

One of the purposes of open door policy to attract foreign direct investment is to
share advanced management experience and transfer advanced technologies to
Chinese companies. In this paper, we examine whether foreign invested companies
contributed to the improvement of management efficiency of Chinese enterprises in
terms of the operating income, operating expense, operating profit, and industrial
product sales by comparing Chinese industrial enterprises with foreign invested
companies like joint venture. As a result, joint ventures are showing higher
performance than Chinese firms in terms of operating income and sales of industrial
products reflecting operating income and operating expenses. It seems that the
advanced management experience or advanced technology possessed by the foreign
direct investment enterprise has been effectively transferred to the Chinese partner
companies, which will contribute to the enhancement of the corporate efficiency and

the market competitiveness.
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