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Foreign Investment in Modern China:
the Size and the Effect

Decar YANG
(Nanjing University)

Abstract The received wisdom is that foreign investment in modern China was an im-
portant factor that blocked Chinese economic development in the early twenty century. This
paper analyzes the size and profit margin of foreign investment in modern China. It also analy-

zes the development of domestic enterprises in the years when foreign investment increased
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steadily. We find that the positive effects of foreign direct investment to domestic enterprises
are highly significant. Foreign investment was not a factor that blocked China" s economic de-
velopment but a factor contributing to the growth of domestic enterprises. However, the
effect of foreign indirect investment needs more analysis.
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