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China’s OFDI

« Plan of presentation

« Sample characteristics

¢ Home country procedures
« OFDI drivers

« Business challenges
 Views of host countries’ IC
« Implications
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Destinations of investment
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Shackled by procedures

1 Examination of source of funds
(SAFE)
\ 4
2 Approval of business
(MOFCOM)
y
3 Investment
(SAFE)
y
4 Reporting and annual review
(MOFCOM & SAFE)
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iInvestment
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Ranking of expectations for| .. .codeeopmen

domestic policy improvements

Limit time required for application | 50.6

Organize investment fairs to facilitate outward
investment

Provide guidance for applications and make the

procedure more transparent : : | 44

| |
: :

Make it clear which needs approval | 42
| |
- 1 1
| |

Cooperate with international organizations to \39 3
|

provide better investment guarantee [

Strengthen bilateral investment treaties for better
investment protection, market opening and 353
national treatment

Streamline and simplify outward investment

regulations and procedures
|
" 1
Provide more information regarding FDI ‘
regulations and markets of host countries | 34

% of firms



Drivers for outward FDI
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(percentage of firms)

Market seeking ] 85 B 1T

Strategic assets ] 51

Global competitive strategy ] 50 S 35 ]

Support from domestic government | 43
Favorable policies of foreign government ] 41 15 ] 14 |
Make use of domestic production capacity ] 41 [ 17 ] 43 |
Resource seeking 7I- 44 |

Efficiency seeking ] 39

Tariff-jumping | 36 [127] 52 |

Reduce operational risk ] 26 [NIel 55 |

Reduce capital risk 7I_ 58 |

Pressure from domestic competitors investing abroad z_ 69 |
Other | 90 ]

@ Important or very important @ Not important 0O Not applicable



Importance of factors affecting FDl.. ccodeeopmen

decision by ownership

SOE | Private | Other

Market seeking 86% 81% | 96%
Efficiency seeking 35% 36% 54%
Resource seeking 31% 44% 43%
Strategic assets 43% - -
Tariff jumping 18% 42% 50%
Reduce operational risk 18% 24% 46%
Reduce assets risk 16% 19% 25%
Pressure from domestic competitors investing abroad 10% 8% 21%
Support from domestic government 47% 33% 57%
Favorable FDI policies in the host country 41% 38% 50%
Make use of domestic production  capacity 41% 33% -
Global competitive strategy - 51% 46%
Other 10% 13% 4%




Extent of achievement of goals Sl Sl

sought by FDI (percentage of firms)
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Advantages and disadvantages in
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domestic market (percentage of firms)
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Advantages/disadvantages in international
market (percentage of firms)
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Main challenges faced In international e secor|development |

operations (percentage of firms)

Slow reaction to changes in local markets 45

32 |

Capital shortage 43 31 |

Labor cost 41 28

Image building 36 _ 36

Distribution channel 31 41 |

Safety of staff and workshop | 29 45 |

social disorcer  [IZT 50 |

Low localization level 7I— 41 |

Difficulties in dealing with local governments 7T_ 46 |

@ Important or very important @ Not important [] Not applicable
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Needs for consulting services

Combination of all issues : |48.9

Taxation, auditing, and accounting | 46_1
1
[

Strategic planning/brand development ] 38.1

Country risk analysis and management 137.2

M anagement accounting | 35.6

Industrial analysis [33.3

Project profitability analysis ]32.2

Corporate governance 131.8

Human resource management : ] 28.9

Social environment appraisal ] 28.4

Technological management | 26.4

Project implementation and management | 25.6

Forms of investment (e.g., joint venture, fully ‘
ownership, ...) ‘ ‘

% of firms

N
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Plans to make new investment abroad e secordeveiopment ;

(percentage of firms)

28. 2%

98. 9%

OYes B Intension ONo/Not clear




Plans of new FDI by destination
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South & east Asia
Africa

Western Europe
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Current location vs. destination of planned FDI pivate sector | development
(percentage of projects)

N. Korea

Middle La FSS&E. E. W-Europe N. America Africa SE-Asia E-Asia
East America
O Till 2005 [ Plans in the next 3 yrs




Ranking of destinations by market Tl teciorfdewkoprien | |

conditions compared with China

@ Better O Same @ Worse
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China & the OFDI Trend phtvol seckor [dulopment | | |

Leader in emerging market OFDI trend
Fits the trend:
— Evolution of home country development
— Drivers, OFDI first close to home
— Teething problems
Different from trend?
— High % of SOEs, sectoral distribution
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« TA work: Home country

— Forex, financial market, procedures
« TA work: Host country

— PSD & Investment Climate
 Strategic management/project development
 Risk management, including guarantees
 Inward/outward FDI promotion
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