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THE SYSTEM OF REGULATION OF FOREIGN INVESTMENTS
IN THE PEOPLE'S REPUBLIC OF CHINA IN THE FACE
OF GLOBAL CHALLENGES

CUCTEMA PET'YJIIOBAHHA IHO3EMHUX ITHBECTHIIIN Y KHP
B YMOBAX IVIOBAJIBHUX BUKJIUKIB

Foreign direct investments play a significant role in development strategies in developing countries. They are
fundamentally important for the country's economic development. Foreign direct investments certainly support the na-
tional economy facing domestic investment resources shortage, and may cover the gap between investment resources
and national investments. So, foreign direct investments can affect economic development and accelerate economic
development. China is an example of a country that has demonstrated incredible growth in a relatively short period of
time, becoming an important player in the global economic system. Over the years, foreign direct investments in the
country has steadily increased, and a significant role in this investment incentive was played by China's investment
policy of the early 2000s, which was aimed at attracting investments into the country, thereby stimulating various pro-
duction industries. In this context, it is worth mentioning special economic zones that were established to increasingly
"open China" to investors and contribute to accelerating economic growth. Additionally, China demonstrates stable
economic growth and serves as a popular destination for investments due to the implementation of comprehensive
measures aimed at the development of production and other sectors of the economy, a balanced and long-term policy
regarding state regulation of investments, as well as measures aimed at implementing state control over foreign invest-
ment and protection of national security and interests. Despite the partial openness of this country, as well as its char-
acteristic features, including those determined by the political regime, these aforementioned circumstances provide a
basis for understanding the significance of utilizing China's experience, which other countries can adopt to their own
political realities. So, China is well known as an importer of investments, but in recent years its role as an exporter of
investments has been increasing. China's international presence abroad is growing, and it may happen that China even
overtake the United States in the near future. Foreign investments give China an opportunity not only to strengthen its
own economy, but also to apply its economic power to increase its influence abroad. Partly guided by Beijing's strategy
to enter foreign markets and the "One Belt, One Road" Initiative, which encourage investments in foreign markets,
Chinese firms have been actively expanding their foreign presence in a number of sectors in recent years, along with
active investments attracted to their country, including through the numerous special economic zones.

Key words: foreign investments attraction, foreign direct investments (FDI), liberalisation of the foreign direct
investments regime, global economy, foreign investments regulation, "One Belt, One Road" Initiative, China's
Foreign Investment Law, global challenges "Made in China 2025" strategy.

[Ipsimi iHO3eMHI IHBECTHIIIT BIIIrPalOTh 3HAYHY POJIb Y CTpATErisiX PO3BUTKY KpaiH, IO pO3BUBAIOTHCS. BoHH
MIPUHIMIIOBO BAXKJIMBI AJIs1 EKOHOMIYHOTO PO3BUTKY Kpainu. [IpsiMi iHo3emHi iHBecTHIii, 0€3yMOBHO, MiATPHUMYIOTH
HaIlOHAJIBHY EKOHOMIKY, SIKa CTUKA€ThCS 3 AS(IIIMTOM BHYTPIIIHIX IHBECTHLIHHUX PECypCiB, i MOXKYTh ITOKPUTH
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HaykoBo-B1pobHMYNiA XxypHan «bidHec-HagiraTop»

PO3pHUB MK IHBECTUIIIHHIMHU pecypcamMy Ta HalliOHAJILHUMHE iHBeCTHUIlIsIME. OTXKe, PSAMi 1HO3eMHI1 1HBECTHIIIT MO-
JKYTh BIDIMBAaTH Ha €KOHOMIYHUH PO3BUTOK 1 IPHCKOPIOBATH €KOHOMIYHUH PO3BUTOK. KuTail € mpukiIagoM KpaiHw,
sIKa TIPOJIEMOHCTPYyBajia HEHMOBIpPHE 3pOCTaHHS 32 BITHOCHO KOPOTKHH MPOMIKOK 4acy, CTABIIH Ba>KIUBUM TPaB-
IIEM y CBITOBilf ekOHOMiuHiH cucTteMi. [IpoTsarom 6arathbox poKiB MpsiMi iHO3EMHI IHBECTHII] B KpaiHy HEYXWIb-
HO 3pOCTaj, i 3Ha4Hy pOJib Y IIbOMY 1HBECTHIIIHHOMY CTUMYIII 3irpaja iHBeCTHlliiiHa nonitTuka Kurtaro modarky
2000-x pokiB, sika Oyna CIpsiMOBaHA HA 3aTy4eHHs iHBECTHUIIM B KpaiHy, CTUMYJIIOIOUM TUM CaMHM pi3HI Traiy3i
BUPOOHHUINTBA. Y 1IbOMY KOHTEKCTI BapTO 3rajaTH CIeliajdbHi CKOHOMIYHI 30HH, SKi OyaM CTBOpPEHI 3 METOI0 BCE
OinbIIoro «BigkpuTTs KuTaro» /Uit iHBECTOPIB Ta CIIPUSHHS MIPUCKOPEHHIO €KOHOMIUHOTO 3pocTaHHs. OKpiM IbO-
ro, Kuraii neMoHcTpye cTabilbHE EKOHOMIYHE 3POCTAHHS Ta BUCTYIMAE MOMYISIPHUM HAMNpPSIMKOM JUIs iHBECTHULIN
3aBISIKH 3/1IHCHEHHIO KOMIUICKCHUX 3aXO[iB, HAIIPABICHUX HA PO3BUTOK BUPOOHHIITBA Ta IHIINX CEKTOPIiB €KOHO-
MIKH, 3B&KCHOI Ta JOBIOTPHBAIOI IMOJITHKH IIONO JEPKaBHOTO PETYITIOBAHHS 1HBECTHIIIH, a TaKOXK Y 3B'S3KY i3
3a0e3IeueHHSIM 3aX0/1iB, CIIPSMOBAaHUX Ha pealtizallito JepKaBHOTO KOHTPOIIO 1HO3eMHOTO 1THBECTYBaHHSI 1 3aXUCTY
HaI[lOHAJIBHOT Oe3rekn Ta iHTepeciB. [lonpu HEMOBHY BIKPHUTICTh IaHOT KpaiHH, & TAKOK XapaKTepHi IS Hel 0co-
OJMMBOCTI, 110 B TOMY YHCJII OOYMOBIICHI MOJITHYHAM PEKUMOM, MEpelliueHi BUIle 00CTaBUHM JAIOTh IiIPYHTS
JUTS. pO3YMIiHHSI 3HAYMMOCTI BUKOPUCTAHHS JocBiny KuTaro, iKWl iHII KpaiHu MOXYTh 3allpOBa/IKyBaTH Ta aJiar-
TyBaTH y CBOil MomiTHUHIH peanbHOCTI. OT)e, KuTait 1obpe BimoMuii ik iMImopTep iHBECTHIIHN, e B OCTaHHI pOKU
Horo poJib SIK eKCTopTepa iHBECTHUINH 3pocTae. MixkHapogHA TPUCYTHICTH KuTaro 3a KOpAOHOM 3pOCTae, i MOXKe
CTaTHcs, 10 B HailOmmkyoMy MailOytHboMy Kutail HaBiTh Bunepeants Cromydeni Illtatu. Ino3emHi inBecTHIil
JaroTh Kutaro MOXKIJINBICTD HE TUIBKHU 3MILHUTH BJIACHY €KOHOMIKY, aJIe i 3aCTOCYBATH CBOIO CKOHOMIYHY Millb JUIs
MIOCUJIEHHSI CBOTO BILIMBY 32 KOPAOHOM. HacTKOBO KepyrouuCh cTpareriero Ilekina 1010 BUX0Ay Ha 30BHIIIHI pUH-
KU Ta 1HIIaTuBo0 «OIUH MOsAC, ONUH IUIIX), AKI 320X04YIOTh IHBECTHLII HA 30BHIMIHI pUHKH, KUTAUChKI QipMu
MIPOTSATOM OCTaHHIX p01<113 AKTHBHO PO3IIMPIOIOTH CBOIO iHO3EMHY HpI/IcyTHICTL y psmi CeKToplB a TaKOX aKTUBHO

3aJTy4aroTh IHBECTHIIII. /10 CBOET KPaiHH, B TOMY YHCIIi Yepe3 YHCIICHHI CIielialibHi eKOHOMIUHI 30HH.

KurouoBi ciioBa: 3anydyeHHs iHO3eMHUX iHBECTHIIIH, npsmi iHo3emHi iHBectuii (ITII), mibepanizaiis pexumy
MPSIMEX 1HO3EMHUX 1HBECTHIIIH, PETYIIOBAHHS 1HO3EMHUX 1HBECTHINN, 3akoH KuTar npo iHO3eMHI iHBECTHIIIT,
100alibHI BUKIIMKH, iHiiaTnBa « OHMH N0sIC, OMH UTSIX», cTpateris «Made in China 2025».

Statement of the problem. The issue of Chinese capital
market liberalisation becomes relevant not only in the con-
text of China itself, but also for many investors around the
world. This statement can be explained by the fact that due
to economy liberalisation, China is gradually transform-
ing into a superpower that may leave behind the United
States. China is in the process of gradual liberalisation of
its economy, and foreign investments attraction is one of
the ways of achieving this. However, recently, China has
become more cautious about foreign investments attraction
due to increased foreign capital controls. China plans to
change its model of an export-dependent economy to the
model based on domestic consumption. This may result
in increased demand for foreign investments in Chinese
domestic market. Although China is increasing its foreign
capital control, it continues attracting foreign investments
by establishing special economic zones and changing the
rules for foreign investments.

Analysis of recent research and publications. In the
scientific literature, a large number of researchers paid their
attention to the China's policy for foreign investments. For
example, investment policy of China has been studied by
such scholars as Michael Porter, Zhao Jingping, In-Won
Chang, Wong Zhongwei, Fang Shihua. Although, China's
investment policy and its impact on the world economy
are not sufficiently covered by domestic economic litera-
ture, nevertheless, the works of such researchers as Leo-
nid Melamed, Viktor Taranenko, Irina Tyurina, Alexander
Moskalenko and others are devoted to this topic. It should
be also mentioned the scholars who have contributed to the
study of the issue of foreign investments attraction to Chi-
nese economy, including Stephen Roach, John Pomfret, Li
Xiaochun, Yu Jinhua, Michael N. Madison, Stefan Leuter,
Cecilia Eng, James MacDonald and others.
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Formulation of the research task. The main purpose
of this work is to study the strategy and policy of China for
foreign investments attraction, which are used in modern
conditions. The article intends to reveal the aspects such
as China's investment policy, legal framework for foreign
investors, existing obstacles and other important aspects;
and to give a general understanding of the ways China
develops its economy through foreign investments.

Summary of the main research material. Recently,
China has gradually become one of the main destinations
for global cross-border investors, recognized as the most
promising national economy and the second most prom-
ising host economy after the United States in terms of
foreign direct investments. But, China is also a powerful
importer of investments (Figure 1).

Since the 90s of the last century, China has increas-
ingly opened up its economy to investments, and accord-
ingly, over the years, the volume of attracted investments
has grown despite certain years reduction. If in 2000 the
volume of attracted investments amounted to $42.1 billion,
then in 2010 they amounted to $243.7 billion [1]. Analys-
ing the trend of the last 5 years, it can be noted that, with
exception of 2019, when FDI amounted to $187.17 billion,
there was an upward trend. In 2017, the volume of invest-
ments amounted to $166.08 billion, in 2020 — $253.1 bil-
lion, and in 2021 — $333.98 billion [1].

International financial centers play an important role
in directing foreign financial flows to China. Accord-
ing to official data, more than 50% of Chinese FDI in
2020-2022 were received by China via Hong Kong, and a
significant share also flowed from the Virgin Islands. These
financial centers offer favorable conditions or services to
international investors, who in most cases are located in
the third countries.
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Figure 1. Dynamics of FDI attraction to China in 1979-2021

Source: [1]

According to Fig. 2, China's main investor is Hong
Kong — $131.76 billion, which is significantly ahead of
other countries in terms of investments. Singapore is
also among the active investors ($10.33 billion), the Vir-
gin Islands ($5.28 billion), Korea ($4.04 billion), Japan
($3.91 billion) and the United States ($2.57 billion) [2].
Although China's economic development has spread from
the Eastern China to the domestic provinces, foreign FDI
inflows are still mainly directed to the coastal regions,
which have attracted more than 80% of the total invest-
ments in recent years. Foreign companies were most active
in the Yangtze River Delta, namely, in Shanghai, Jiangsu
and Zhejiang, in the Great Bay Area in Guangdong and in
the North in Beijing, Tianjin and Shandong. Many invest-
ments have been made in special economic zones, which
create favourable conditions for foreign investors.

Investments. Singapore is also among the active inves-
tors ($10.33 billion), the Virgin Islands ($5.28 billion),
Korea ($4.04 billion), Japan ($3.91 billion) and the United
States ($2.57 billion) [2]. Although China's economic devel-
opment has spread from the Eastern China to the domestic
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provinces, foreign FDI inflows are still mainly directed to the
coastal regions, which have attracted more than 80% of the
total investments in recent years. Foreign companies were
most active in the Yangtze River Delta, namely, in Shanghai,
Jiangsu and Zhejiang, in the Great Bay Area in Guangdong
and in the North in Beijing, Tianjin and Shandong. Many
investments have been made in special economic zones,
which create favourable conditions for foreign investors.

The facts confirm that hundreds of billions of dollars
of investments are attracted to China every year, but now
there is an issue of their distribution. Statistics show that
the distribution of annually attracted FDI to economy is
very irregular.

In 2021, approximately 84.4% of the actual foreign
direct investments used in China were invested to Eastern
China. Central and Western China attracted only a small
share of the total FDI revenue (Table 1).

Speaking of the distribution by sectors (Figure 3), it
was found that foreign investments to China are tradition-
ally strong in production sector. In 2021, it was the produc-
tion sector that attracted the largest part of investments —

I 131,76

’

80,00 100,00 120,00 140,00

B Investment sources to China (in bin. $)

Figure 2. Main countries-sources of investments to China

Source: prepared by the author according to [2]
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Figure 3. Volume of foreign direct investments to China in 2021 by sectors ($, billion)

Source: prepared by the author according to [4]

Table 1
Distribution of annual FDI used in China in 2021
by geographical regions

Geographical region . Share of the total
investments attracted

Eastern China 84.4%

Central China 6.2%

Western China 5.3%

Relevant divisions 4.1%

Source: [3]

$33.73 billion [4]. However, due to the center of China's
economic development to shift from production to tech-
nology, services and consumption, the landscape is rapidly
changing. Production sector's contribution to the total FDI
inflows has gradually declined from almost 60% in 2005 to
less than 20% in 2021, while the service sector accounted
for more than 75% that year. Leasing and business services,
real estate, retail and wholesale trade, financial mediation,
and construction attracted $33.09 billion, $23.61 billion,
$16.72 billion, $12.02 billion, and $2.27 billion, respec-
tively [4]. In particular, research and technology, IT, leas-
ing and business services are rapidly gaining in importance,
which contributes to investments diversification to China.
The most popular investment forms for foreign com-
panies in China include a fully foreign-owned enterprise,
joint venture, and representative office. An enterprise fully
owned by foreign countries is the most common and desir-
able investment instrument for foreign investors to enter
the market. This is the equivalent of a limited liability com-
pany founded solely using the capital of a foreign investor
for business. This gives foreign investors the highest level
of independence and control over business transaction,
strategies and employment. This type of enterprise can be
engaged in any commercial activities that were not specifi-
cally indicated in the "Negative List" [5]. With full control
over the employment process, the company may employ
both foreigners and Chinese citizens. Another popular
form is a joint venture. A joint venture is also deemed to be
an LLC. Its main difference from an enterprise fully owned
by foreign investors is that to establish a business you need
a partnership with Chinese investor or the company. It is
more difficult to manage JV due to diverging interests of

their shareholders. This type of investment mechanism is
often used by the companies that want to start business in
the sector indicated in the Negative List, and the compa-
nies that want to reduce the risks when entering the mar-
ket. Another typical legal form is a representative office.
The representative office is deemed to be a branch or Head
Office extension, and it is allowed to carry out limited
activities in Chinese market. It can be only engaged in mar-
keting and research activities, as well as act as a link coor-
dinating business contacts for its parent company. It may
not be engaged in commercial activities, sign contracts,
generate revenue, or issue invoices to the customers.

Regime liberalization for foreign investments started
de facto in the late 1980s, when certain special economic
zones were already established involving foreign investors,
but de jure the relevant laws were introduced only later.
From the very beginning of the reforms, the entire system
of foreign investors regulation was designed for liberaliza-
tion, for foreign investors admission to China, but now the
state legislation clearly defends its state interests. In fact,
the essence of China's national programme can be summed
up as a combination of the state's interests and the interests
of private foreign investors, in other words, a combination
of national economic development goals and the goals of
foreign investors, who want to increase their profit despite
certain restrictions imposed by the state [6]. By wisely
attracting foreign investments and properly directing these
investments into the state's priority sectors, huge industrial
regions were created, and a number of industrial sectors
were boosted. It can be concluded that China used foreign
investments as a catalyst for industrial growth.

In China, there are two separate regimes governing for-
eign investments: the foreign investment regime and the
national security verification regime [7]. The main difference
between these regimes is that the foreign investment regime
is applied to all foreign activities without exception, while
the second regime is applied only to those exclusive foreign
activities that may pose a threat to China's national security.

In general, all foreign investments to China are cov-
ered by four categories: encouraged, allowed, restricted,
and prohibited. The Chinese government uses a system of
so-called "negative lists" to control foreign investments
in restricted sectors, which are prohibited, while foreign
investments in restricted sectors are allowed under certain
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restrictions (for example, foreign ownership limit). Foreign
investors are encouraged to invest to encouraged industries
listed in the "Catalogue of Encouraged Industries for For-
eign Investment" [8]. This Catalogue and lists are updated
annually by the Ministry of Commerce and the National
Development and Reform Commission.

The main government bodies that review foreign
investments include the Ministry of Finance, the National
Development and Reform Commission (NDRC), and the
State Administration for Market Regulation (SAMR).
Previously, any foreign investments that were included in
restricted sector category required approval from the Min-
istry of Finance before registering with SAMR or its local
branches, which are China's Corporate Registry. Since
the Law "On Foreign Investments" came into force on
1 January 2020, a preliminary permit from the Ministry of
Finance and Investments is no longer required in any case
[9]. It is important to note that perhaps the most notable
event regarding foreign investment regime over the past
year was that the US Treasury Department and the NDRC
published the 2021 National Negative List, which came
into force on 1 January 2022. It is aimed at further open-
ing up the Chinese market and increasing its attractiveness
to foreign investors. For example, according to 2020 ver-
sion of the National Negative List, except for the special
vehicles, new energy vehicles and commercial vehicles,
foreign investors were not allowed to hold collectively
more than 50% of shares in any automobile company, and
a foreign investor was not allowed to invest in more than
two automobile companies that produced similar types of
vehicles. When analysing these facts, it becomes clear that
China continues reducing its negative lists and opens up its
domestic market to foreign investments, and the national
security regime has started playing a more prominent role.

The Law "On Foreign Investments" contains a num-
ber of principles of market liberalization, which reflect
the Chinese government wish to facilitate further market
access and create equal conditions for foreign investors
[9]. According to this law, foreign investments are given
higher protection, such as increased protection of intellec-
tual property rights and trade secrets of a foreign inves-
tor, as well as a more simplified and transparent regulatory
regime. The latest "Negative Lists" have further removed
access restrictions, and the last "Catalogue of Encour-
aged Industries for Foreign Investment" identifies more
industries in which China welcomes foreign investments
through the preferential treatment (for example, exemp-
tion from tariffs on machinery import for self-use). For-
eign Investments Law and its regulations are the basic laws
and regulations of the foreign investment regime in China.
They establish the principles under which foreign invest-
ments in certain strategic or sensitive sectors are prohibited
or restricted according to the Negative Lists, but national
treatment is granted to other foreign investments. In addi-
tion, foreign investments may also comply with applicable
industry regulations issued by the industry regulators. For
example, the Banking and Insurance Regulatory Commis-
sion of China — the main regulator for banking and insur-
ance sectors — has issued the rules for foreign investments
in these sectors. Depending on transaction structure and
other factors, there are additional rules and regulations that
foreign investments may have to follow. For example, if
the target company is listed on a Chinese stock exchange,
the relevant Chinese securities laws and stock exchange
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regulations shall be applied. If the target company is a
state-owned company, the rules governing the acquisition
of state-owned assets shall come into force.

Foreign investors and enterprises with foreign invest-
ments that conduct investment activities in China should
comply with Chinese laws and regulations. Offshore merg-
ers and acquisitions made outside China (for example, an
offshore acquisition of the enterprise with foreign invest-
ments by foreign shareholder) are not subject to China's for-
eign investment verification regime; however, if an offshore
transaction results in changes in the reports submitted to the
Ministry of Commerce or its local branches, these changes
should be reported to the Ministry of Commerce [10].

Currently, there are three "Negative Lists": (1) special
administrative measures for foreign investments access;
(2) special administrative measures for foreign invest-
ments access to the pilot free trade zones (negative FTZ
list); and (3) special administrative measures for foreign
investments access to Hainan free trade port [10]. These
negative lists are the main sources that identify prohibited
and restricted sectors for foreign investments and restric-
tions applied across the country, in all free trade zones and
in Hainan free trade port, respectively.

In general, the number of sectors prohibited or
restricted has been reduced, and restrictions have been lib-
eralised over the years. In addition, the FTZ Negative List
and Hainan Negative List, as local pilot measures, are less
restrictive than the National Negative List, indicating Chi-
na's intention to further reform the pilot free trade zones
and open up its market. According to 2021 National Nega-
tive List (latest edition), foreign investors are prohibited
from investing in 21 industries in 10 areas, ranging from
agriculture to Information Technology and research. The
most discussed prohibited industries include:

— online news information services, online publishing
services;

— internal express mail services;

— editing, publishing and books, newspapers, periodi-
cals, audiovisual recordings and electronic publications;

— compulsory education;

— social survey service;

— artistic and performing groups.

FTZ Negative List and Hainan Negative List contain
fewer prohibited zones. For example, foreign investors are
not prohibited from investing in artistic groups at FTZ and
Hainan HTP (High-Tech Park).

So, now in the National Negative List for 2021 there
are 10 restricted industries [10]. When investing in a lim-
ited sector, foreign investors usually have to team up with
Chinese partners and comply with certain requirements put
forward by the Negative Lists (for example, requirements
for the shareholding and nationality of the legal representa-
tives). For example, in a Chinese state-owned air transport
company, no foreign investor is allowed to own more than
25% of shares, and the controlling shareholder and legal
representative should be Chinese. The same requirements
shall be applied to prohibited sectors; the FTZ Negative
List and Hainan Negative List have fewer restrictions on
the sectors prohibited than the National Negative List.

Despite the recent currency control regime liberalisa-
tion, the inflow of investments, dividends repatriation and
outflow of sales proceeds generated by foreign investors
are still subject to various currency control requirements
and should comply with established procedures.
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However, despite some restrictions imposed by the
state, China offers its potential foreign investors a wide
range of favorable preferential policies to encourage them
to invest to China, including tax benefits. Small and low-
income foreign companies, high-tech and new technology
companies are eligible for lower income tax rates. It is
20% for small and low-income companies, high-tech and
new technology companies, while usual corporate income
tax rate amounts to 25%. Companies or projects focused
on technical development, environmental conservation or
protection, energy saving, or water protection may be eli-
gible for various income tax benefits. Income generated by
foreign businesses through the stock gains, interest, retire-
ment benefits, online work, and capital gains (net rental
income and income from businesses in which the taxpayer
is not significantly involved) from the sources in China
previously had to pay a 20% withholding tax, which has
been reduced to a preferential rate of 10% since then. In
addition, if any foreign investor has established a company
in one of China's five special economic zones, the com-
pany may be eligible for the following benefits [11]:

— lower corporate tax — 15%;

— "2+3 years" benefit shall mean exemption from tax
for the first two years and tax at 12.5% rate for the next
three years;

— for some projects in the field of basic infrastructure,
environmental protection and energy, there are "3+3 years"
tax holidays;

—under certain conditions, enterprises that invest in the
integrated circuits and manufacture may be provided with
"5+5 years" tax holidays.

China has two policies that seem to be contradictory:
on the one hand, it constantly opens up its national industry
to foreign investors, and on the other hand, it increases its
foreign investments verification for the national security
reasons. Limitations and restrictions set out in the Negative
Lists are being reduced for the fifth consecutive year. There
are also various local pilot programs to promote foreign
investments. In general, the Chinese government can be
expected to continue its policy of openness, and optimize
its foreign investment environment.

In this context, it is also worth mentioning the "Made
in China 2025" strategy, which came into force in January
2016. This is a strategic plan primarily aimed at reducing
China's dependence on foreign technologies and promot-
ing Chinese technology manufacturers in the global mar-
ket. According to this strategy, it is planned to develop
10 key sectors, including [11]:

— new information technologies;

— automated machine tools and robotics;

— aerospace and aerotechnics;

— marine equipment and high-tech transportation;

— modern railway vehicles;

— energy saving and new energy equipment;

— electrical engineering equipment;

— agricultural machinery;

—new materials;

— biopharmacology and promising medicines.

By focusing on these developing industries, China is
concentrating its development on these areas for growth,
so that the country would have greater resilience and less
interdependence on other countries.

To achieve the goals of initiative, the government encour-
ages these technology and innovation sectors development,

including clean energy, IT, and robotics. The government
provides more support for the specialized goods produc-
tion and invests in research and development. In addition,
China provides subsidies and funds to state-owned enter-
prises to achieve these ambitious goals. Historically, part of
the "Made in China 2025" plan included direct and indirect
government support in high-tech production segments.

As for the national security regime, it has been in place
for some time, but the government has only recently started
launching additional investigations. However, it is not expected
to be applied as actively as China's merger control rules at the
moment. The 14th Five-Year Plan (2021-2025) indicates that
Chinese government is focusing on a high-quality development
rather than rapid growth and "high-quality, intelligent and envi-
ronmentally friendly production” [11]. Foreign investments to
these areas will continue to be welcomed, and China's national
security rules are likely to be applied as a defensive measure,
rather than overly intrusive to deter foreign capital. In light of
this, the general expectation is that the national security verifi-
cations will become a more prominent part of China's foreign
investment regulatory framework, given the pre-verification
procedure cancellation for investments to the most sectors
on the Negative Lists, and the shift in China's merger control
regime to focus on actual competition issues in verifying trans-
actions rather than national security or industrial policy issues.
In addition, the rising wave of regulatory control by Western
governments on incoming investments (especially from China)
is likely to encourage the Chinese government to adopt a simi-
lar approach in this regard.

Conclusions. Over the years, China's role and place in
the global economic system has been growing and becom-
ing stronger. In just a few decades, China has moved from
"periphery to the center of the world economy". China
maintained stable growth in recent years, and is a popular
investment destination. In 2021 alone, more than $300 bil-
lion was invested in the country. The main investor was
Hong Kong, followed by Singapore, the Virgin Islands,
Korea, Japan, the United States and other countries. It is
known that China has traditionally developed production,
so it is not surprising that the largest share of investments
falls on this sector ($33.73 billion); other sectors that attract
the largest amount of investments include real estate, leas-
ing services, construction, financial mediation, etc.

Foreign direct investments to China are regulated by
China's governing bodies applying two separate regimes —
foreign investment regime and national security verifica-
tion regime. In addition, China takes active steps to regu-
late investments. For this purpose, all foreign investments
are divided into several categories, including encouraged,
allowed, restricted and prohibited. So, China pays signifi-
cant attention to the national security measures and, on the
one hand, encourages investments to its economy, but on the
other hand, restricts them by approving "Negative Lists" and
introducing additional control restrictions. Tax cuts, better
local policies, and openness to foreign investments are the
key elements that the Chinese government uses to attract
foreign expertise to the country. However, the "Chinese
model" of growth offers very useful experience and lessons
that other countries may implement in their policies.

Although it is still impossible to talk about complete
openness of this country, it is worth noting that China
became an active participant in the global economic mar-
ket and relations, and has even become the largest investor
in the global economy.
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