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ABSTRACT 

This study aims to examine the relationship and impact between the economic growth 

and foreign direct investment (FDI) in China and also, to determine the determinant 

factors of foreign direct investment that influence the economic growth in China. This 

study will use time series analysis and multiple regression models. This study will be 

conducted by using the quarterly data on foreign direct investment and economic 

growth in China that covering the periods of 1995 until 2016 which is 22years. The 

data were collected from a particular database that is Data Stream and the information 

also is gathered from the previous journals and websites that are related with this 

study as a references. The researcher also used the EVIEWS (Econometric View) 

software from 8.0 version to examine and analysed the data in order to get the 

outcome of the research whether the variables is positively or negatively significant to 

each other. The dependent variable are  FDI inwards which represent as foreign direct 

investment (FDI) while, the independent variable are selected macroeconomics 

variables which are the gross domestic product, import and exports that will represent 

as economic growth. The findings in this research shows that GDP have positive 

relationship with the FDI in China while imports and export have no significant 

relationship between FDI in China 



7 

  CHAPTER 1 

  INTRODUCTION 

1.1 BACKGROUND OF THE STUDY 

Foreign direct investment (FDI) is generally used as an economic development 

accelerator by developing countries with trustworthy that FDI promotes 

economic growth of host countries. In 1978, China transformed its economy by 

implementing externally-oriented economic development strategies routing 

towards market liberalization, and the “open door” policy was introduced. One 

of the most essential parts of this policy is to encourage and attract inflows of 

FDI by offering various fiscal and financial incentives, such as tax allowances, 

import duty exemptions and financial subsidies, to the outside world. The basis 

behind these efforts is to develop the economy by utilizing foreign capital. Since 

December 1979 when FDI was permitted, China, from an almost closed 

economy, has become the major FDI host country amongst developing countries 

for 18 consecutive years and the second largest recipient world widely. By the 

end of 2008, China had signed 659,800 foreign direct investment project 

contracts, and had actually received $899.06 billion of FDI. Moreover, FDI 

inflows as a percentage of GDP had increased from nearly 0% in 1979 to 2.49% 




