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China has established itself on the world geopolitical and geoeconomic
arena as a powerful and balanced player that has long-term goals and takes
systematic tactical steps to achieve them. China's success in attracting
foreign investments is one of the key factors that determined the country's
rapid economic growth.

Moving on to the geographical structure of the distribution of foreign
direct investments through the territory of the PRC, it is worth emphasizing
that almost every city in China attracts a foreign investor. Nevertheless, the
overwhelming amount of accumulated FDI falls on the three coastal
provinces — Guangdong, Fujian and Jiangsu as well as on the largest cities —
Beijing, Tianjin and Shanghai [1]. The cumulative share of accumulated
foreign direct investment in the above-mentioned zones reaches almost 90%
of all FDI in China. Among the main advantages of the coastal areas of the
PRC in comparison with the internal territory, it can highlight directly the
location near the ocean, which opens up broad prospects for entering the
markets of third countries; a highly qualified workforce of its residents
and a developed transport infrastructure.

The offshore zone of Hong Kong plays a leading role in the introduction
of FDI. The main investor countries here are China, the United Kingdom and

198



Japan [4]. However, as the researchers point out, a significant part of the
investment flowing into China through Hong Kong is illegally exported
Chinese capital to obtain certain benefits from foreign investors. Hong Kong
also acts as an intermediary for investment from Taiwan to mainland China,
given Hong Kong's greater experience with the Chinese market and the
restrictions imposed on direct investment for Taiwanese companies in the
PRC. The vast majority of investments are directed on financial activities:
holding, real estate, finance, insurance, banking, etc [2].

Asian countries making direct investment in China are targeting export-
oriented industries because of the cheapness of labor in the secondary sector.
Thus, they seek to maintain their positions in competitiveness due to the
transfer of labor-intensive industries to China, which helps foreign direct
investors achieve a reduction in the cost of finished goods. When investing,
American and European direct investors are more guided by the breadth
of the domestic market of the PRC, investing mainly in capital-intensive
industries. Their primary goal is to consolidate their position in the promis-
ing Chinese market.

In the industry of the People's Republic of China, there is a direct con-
nection between the level of complexity of production technology and the
role of organizations involving foreign capital: the higher the stage
of product processing, the more important role foreign capital plays.
This factor is crucial for attracting high technology and closing China's gap
with a number of advanced economies.

In the PRC, there is an industry principle for the distribution of FDI
flows (encouragement or reduction) in industries which development is
impossible without the experience of foreign investors: the use of modern
technologies, modern equipment, management skills, knowledge of interna-
tional markets, training of highly qualified personnel, and others [3]. This
takes into account that the intervention of foreign capital in the industry
should not harm the national security of China's economy.

In general, there is a significant increase in FDI from South Korea,
the USA and Germany [1]. In addition, the data showed a significant
increase in the inflow of FDI into high-tech industries.

Among the main reasons for the rapid growth of the Chinese economy
today, in addition to the inflow of foreign direct investments, we can single
out the active policy of expansion of Chinese capital to foreign markets.
As one of the largest recipients of FDI, the Chinese government has been
able to competently transform foreign capital for independent outward
investment.
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FDI Stock of China, in million US dollars

Table 1

2017 2018 2019 2020 2021
Inward 1489956 | 1628261 | 1769486 | 1918828 | 2064 018
Outward 1809037 | 1982266 | 2198881 | 2580658 | 2581 800

Source: UNCTAD World Investment Report 2022. Available at: https://unctad.org
system/files/non-official-document/wir_fs_cn_en.pdf (accessed 15 November 2022).

World Investment Report 2022 data in table 1 shows that despite the
Covid-19 pandemic, the assets of direct investors in China and Chinese
investors abroad have constantly grown in value, while at the end of 2021,
the assets of Chinese investors exceeded the value of foreign direct investors
in China by 25% at the end of 2021.

Like many other states, the PRC mainly invests in countries with stable
economies. According to this principle, the Chinese government chooses
industries for capital investment that can bring the most benefits to the donor
country and help increase prosperity. Another important factor that pushes
Chinese enterprises to invest abroad is narrow domestic demand. The PRC is
characterized by a high rate of capital savings, which limits the channels for
the sale of products within the country, which, in conditions of overproduc-
tion, is a signal for companies to go abroad.

The insufficient development of the technological potential of mainland
China can be counted among the microeconomic reasons for the intensifica-
tion of investment abroad.

The Export-Import Bank of the People's Republic of China has identified
key areas for investment [3]: extraction of natural resources to reduce the
country's deficit; projects that stimulate the export of Chinese products, labor
force, and technologies; opening of foreign research and development
centers for the purpose of borrowing management experience and advanced
technologies; intensification of mergers and acquisitions to improve the
position of Chinese corporations on the world stage and facilitate their
access to new markets.

The largest share of FDI goes to APR countries due to geographical and
cultural proximity. Of these, about 85% of Chinese investment in Asia
Pacific is concentrated in Hong Kong, which has been used as an offshore
zone since the opening reform period. Latin America ranks second in terms
of attractiveness for the Chinese investor. Only 6% of FDI from China goes
to Europe. The US also has Chinese capital — 2%. Africa accounts for 4% of
Chinese FDI, thanks to cheap labor and rich, untapped natural resources [1].

In the sectoral structure of the export of Chinese investments abroad, the
business services sector prevails. As a rule, this refers to the leasing of
construction and mining equipment, as well as aircraft and ships. Thus, the
export of capital from the PRC is due to a number of objective reasons, such
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as the search for new technologies, the shortage of natural resources, access
to new markets, the increase in the cost of production factors in the country,
and the strengthening of the yuan exchange rate. The intensification of
capital outflow from China is due to the active participation of Chinese
investors in projects related to energy and mineral development, trade,
forestry, construction, infrastructure projects and the service sector.

Sustained growth in FDI has been observed despite increasing domestic
and external uncertainty caused by a number of factors, including the
outbreak of COVID-19. The slight slowdown in growth in 2022 is due to the
impact of measures to contain the spread of COVID-19 introduced in several
areas of the country, but this impact is likely to be short-term.

Over a decade of reform and opening up, China has accumulated many
advantages as a destination for foreign investment. A huge domestic market,
significant rates of economic growth, integrated industrial system, efficient
infrastructure, highly educated personnel, as well as the application of new
technologies are all part of China's investment attractiveness.

It can be noted that the main advantages of the investment climate of the
PRC are: the largest domestic market in the world, the availability of natural
resources and low production costs, relatively low wages, developed
infrastructure, growing economy, stability of the exchange rate, benefits and
preferences for foreign investors. However, despite China's significant
investment attractiveness, there are many investment risks, including lack of
transparency and corruption, weak protection of intellectual property,
difficult environmental situation in many cities, neglect of human rights and
cultural differences in business practices, which creates difficulties for
foreigners entering the Chinese market.

However, the experience of previous years clearly shows the willingness
of the Chinese government to develop the investment activities of companies
in the country and abroad, continuing various reforms aimed at improving
the state's investment climate.
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CytHicTe ypOaHizauii mojsirac B pPO3BUTKY TpaHC(pOpMAIid B eKo-
HOMIYHiH, coliajpHIi Ta MPOCTOpPOBiil cTpykTypax Kkpaimm [3, €. 97].
3pocTae poib MicT, sIKi Bce OUIbIIE IPUTATYIOTH JIFOANHY, 00 3HAYHO Kpalie
3a CITBCHKI HACENECHHI MYHKTH MAOTh MOXJIUBICTh 3aOBOJBHUTH ii
motpebu. ToMy 3aKOHOMIpPHUM BBXKAETHCS Te, MO PIiCT MICT Bce OUTbIIE
BiIOYBA€ETHCS 3a PaxXyHOK Mirpamii, YAM MPHPOTHOTO MPHUPOCTY HACEICHHS
[2, 6]. Amxe HEpiBHOMIPHICTh COILiaTbHO-€KOHOMIYHOTO PO3BHUTKY Pi3HHX
PETioHIB KpaiHu 00YMOBHJIA BIATIK HACCICHHS 3 MEHII PO3BHHEHUX PETIOHIB
y Ounbir po3uHeHi perionn. Cro4yaTtky MaHWNA MPOIEC HE MO3HAYAETHCS
HACTUIbKM HETaTMBHO Ha PO3BUTKY TOTO YH IHIIOTO PETIOHY B MeXax
kpainu. Lle BinOyBaeTbcs 10 THX Mip, MOKK eMirpailisi He HabyBae MacoBOTO
xapakTepy. YpoOanizamis B Kurtal oOymMoBHMIa JaHi 3MiHA Ta PO3BHTOK
arjoMepanii, TOCHJAMBIIM iXHI (YHKIII, NEepeTBOPHBLIM JaHi Micra
B Ti00anbHI MicCTa, perioHajbHI Ta HALIOHAIBHI IEHTPH, OOYMOBHBIIU
JICTIONYJISILII0O Ta CTapiHHS TPYIOBUX PECYpPCiB Yy CLIBCBKMX HAaceJeHUX
nyHkrax [7]. IlpoGiema penomymsumii B CUIBCBKMX HAaceleHHX ITyHKTax
CTaBUTH IiJI CyMHIB CTiHiKicTh ypOaHizarii B Kurai [4].

Ille ommuiero ocobnmBicTi0 ypOamizamii Kurtato € mBHIOKICTB, 3 SKOIO
BimOyBaeTbesl ypOaHizamisa kpainu. Jlume 3a mepiox 1978-2021 pp. Mickke
HacenerHa Kurato 3pocmno 3 172,45 miH. oci® y 1978 p. mo 892,98 muH. ocid
y 2021 p. 3 cepeqHpOpigHMUM TpUpOCTOM Ha 16,76 MiH. 0cil. SIK HACTiOK,
piBeHs ypbOanizamii kpaimm 3pic 3 17,9% mo 62,5 %, i3 cepeqHbOPITHIM
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