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Negative Effects of Foreign Funds Utilization in China and
the Direction of Strategic Adjustment

Wei Houkai', Liu Changquan?

(I.Institute of Industrial Economics, Chinese Academy of Social Sciences, Beijing 100836,
China; 2. Rural Development Institute, Chinese Academy of Social Sciences, Beijing 100732,
China)

Abstract: Since the reform and opening—up, foreign investments have played important roles in promoting
China’s economic development. But many negative effects have arisen as well. This paper first analyzes the
unfavorable impacts of the inflow of foreign investments on civil investment, balance of payments, indus—
trial monopoly and the development of civil industries and environment. Then it raises the problem of ad-
justing foreign investment strategies in the direction of lowering the effects of foreign investments as capi—
tal supplements while improving the quality of foreign investment through setting up technological stan—
dards, industrial standards, resources and environmental standards, and through implementing differential
policies of attracting foreign investments to promote industrial upgrade and regional development more

evenly.

Key words: foreign investment negative effects policies on foreign investment
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