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		Abstract

		The economic and political rise of China has led to considerable controversy regarding potential repercussions for the current global governance architecture. At least two opposing scenarios are conceivable: China’s adaptation to the rules and norms system shaped by developed countries or the pursuit of a distinctive policy approach, a possibility that involves the danger of clashing regulatory policies.  

A recent and increasingly dynamic trend giving substance to the phenomenon of China’s rising importance is the growth of outward foreign direct investments (OFDI) by Chinese enterprises. Against this background, the present paper investigates the evolution and change of Chinese international investment policy-making, with a particular focus on bilateral investment treaties (BITs) as the most important legal instrument for the governance of global foreign direct investment (FDI) flows.  

China has been a committed signatory of BITs since the early 1980s (120 treaties up to 2007). It is thus the second most active contracting party to BITs worldwide, surpassed only by Germany. The traditional Chinese BIT approach, however, has only cautiously supported the legal protection of FDI. As a mere capital-importer, China concluded BITs that contained serious reservations and safeguards intended to preserve policy spaces for the regulation of incoming investments. Starting at the end of the 1990s the Chinese government initiated a decisive policy shift towards a liberal BIT approach characterized by high levels of substantive and procedural investment protection.  

Upon examining a representative sample of Sino-foreign BITs, this study concludes that the policy shift was a pro-active decision of the Chinese government intended to introduce liberal treaty provisions first and foremost with developing countries which are the main destination of Chinese OFDI. A further explanation for this development may be found in the great importance attached to the promotion of OFDI through the “Going Global” strategy announced by the Chinese government at the end of the 1990s. In sum, this paper concludes that China has adopted a complementary rather than a competitive approach in the field of global FDI governance. China has fully agreed to standards of the current international liberal regime for FDI protection and has become an important global player in this context. This policy shift will yield consequences for China itself by levelling the playing field for international investors. Furthermore, developing countries that have concluded BITs with China will face a further reduction of their legal and regulatory autonomy, which is already limited by treaties with developed countries. China’s BIT policy, therefore, contradicts the widespread rhetoric of a mutual beneficial South-South cooperation. Lastly, the emerging complementarity of investment policies between China and developed countries at the bilateral level gives rise to the possibility of enhanced cooperation between both at higher levels, for instance as part of the Heiligendamm Process between G8 countries and emerging countries. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: China, Bilateral Investment Treaties, Foreign Direct Investment

	
	

	
    

    
	

	
	
		JEL Classification: F21, F23, K33, O53

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Berger,  Axel, China and the Global Governance of Foreign Direct Investment – The Emerging Liberal Bilateral Investment Treaty Approach (June 1, 2008). German Development Institute Discussion Paper No. 10/2008,  Available at SSRN: https://ssrn.com/abstract=1838682 or http://dx.doi.org/10.2139/ssrn.1838682 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Axel Berger (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Deutsches Institut für Entwicklungspolitik (DIE) - German Development Institute (DIE)  ( email )

			

			
			
				
				
				
					Tulpenfeld 6
Bonn, 53113
Germany

				

				
			

			
				
				
					HOME PAGE: http://www.die-gdi.de
				

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research you’d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      418

			

		
		
		
			Abstract Views

			    1,968

		

		
		 
		
			Rank

			  127,976

		

		
	


	
		
            
            	        4 Citations
		

	

	
		
			
				       66 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Political Economy: National, State & Local Government; Intergovernmental Relations eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Political Economy: National, State & Local Government; Intergovernmental Relations eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,146

                                    

                                    
                                        PAPERS

                                            7,493

                                    

                                

                                
                            

                        

                    

                
	
                    International Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              986

                                    

                                    
                                        PAPERS

                                           24,592

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Sustainability & Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Sustainability & Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              875

                                    

                                    
                                        PAPERS

                                           27,536

                                    

                                

                                
                            

                        

                    

                
	
                    Socially Responsible Investment eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Socially Responsible Investment eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              625

                                    

                                    
                                        PAPERS

                                           18,402

                                    

                                

                                
                            

                        

                    

                
	
                    International Political Economy: Investment & Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Political Economy: Investment & Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                               73

                                    

                                    
                                        PAPERS

                                           12,121

                                    

                                

                                
                            

                        

                    

                
	
                    Political Economy - Development: International Development Efforts & Strategies eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Political Economy - Development: International Development Efforts & Strategies eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                               54

                                    

                                    
                                        PAPERS

                                            6,242

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        The Effects of Bilateral Tax Treaties on U.S. FDI Activity

                        
                            By
                                
                                
                                    
                                    Bruce A. Blonigen
                                     and 
                                
                                    
                                    Ronald B. Davies
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Effects of Bilateral Tax Treaties on U.S. FDI Activity

                        
                            By
                                
                                
                                    
                                    Bruce A. Blonigen
                                     and 
                                
                                    
                                    Ronald B. Davies
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Competing for Capital: The Diffusion of Bilateral Investment Treaties, 1960-2000

                        
                            By
                                
                                
                                    
                                    Zachary Elkins, 
                                    
                                
                                    
                                    Andrew T. Guzman, ...
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Competing for Capital: The Diffusion of Bilateral Investment Treaties, 1960-2000

                            
                                By
                                    
                                    
                                        
                                        Beth A. Simmons, 
                                        
                                    
                                        
                                        Zachary Elkins, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Competing for Capital: The Diffusion of Bilateral Investment Treaties, 1960-2000

                            
                                By
                                    
                                    
                                        
                                        Beth A. Simmons, 
                                        
                                    
                                        
                                        Andrew T. Guzman, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Do Bilateral Investment Treaties Increase Foreign Direct Investment to Developing Countries?

                            
                                By
                                    
                                    
                                        
                                        Eric Neumayer
                                         and 
                                    
                                        
                                        Laura Spess
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Do Double Taxation Treaties Increase Foreign Direct Investment to Developing Countries?

                            
                                By
                                    
                                    
                                        
                                        Eric Neumayer
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            On Waves, Clusters, and Diffusion: A Conceptual Framework

                            
                                By
                                    
                                    
                                        
                                        Beth A. Simmons
                                         and 
                                    
                                        
                                        Zachary Elkins
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Foreign Direct Investment and the Business Environment in Developing Countries: The Impact of Bilateral Investment Treaties

                            
                                By
                                    
                                    
                                        
                                        Susan Rose-ackerman
                                         and 
                                    
                                        
                                        Jennifer Tobin
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.094 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		

		
		
		
		
		
		
		
		
		
		
	
