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IHBECTUUII B KHP: PEAJIbHI EKOHOMIYHI MOXITMBOCTI TA TPYQHOLLI

CadoHoB 1O.M.,
XapuHa Y. A.

Y cmammi docnidxXyrombcsi npakmuyHi acriekmu rnpusabnueocmi ekoHomiku Kumaro. 3HayHa yeaea
npudinsembcsi 3asly4eHUM [HO3eMHUM [He8ecmuuissM | cekmopam, WO 6u3Hayarombe [HeeCmuuitHy Miub i
KOHKypeHmocrnpomoxHicms ekoHomiku KHP. Lli cekmopu Ha3uearomb eKoHOMIYHUM cepedosuwiemM. [o Hux
Hanexamb HacmyriHi cknadoei: a) MakpoeKkoHoMiYHa cmabinbHicmb, 6) pieeHb Xumms ma pOo38UMKY
iHgbpacmpykmypu; 8) chiHaHcoge cepedosuuie, ymosu eedeHHsi bisHecy | poboya cuna, i 2) ypsd ma
IHcmumyuioHarsbHi yMosu.

lNpedmemom cmammi € ekoHomika Kumato, 30Kpema meHOeHUIi npumoky npsMux iHO3eMHUX [Heecmuuid,
4YomupU CEeKmMopU, WO CrpUsitoMb iHKITFO3UBHOMY ma cmasioMy €KOHOMIYHOMY PO38UMKY Mpoms20oM mpueasiozo
yacy, a makox Moxrugocmi i npobriemu 3asy4eHHs1 Kowmie 8 ekoHoMiky Kumadicbkoi HapodHoi Pecriybriiku.

Memor OaHoi cmammi € gug4yeHHs1 Oxepen ycrixie | Heeday M0 Yac 3aiy4yeHHs1 iHeecmuuill 8 eKOHOMIKY
Kumaro. [nsi 0ocsieHeHHs1 uineld cmammi 8UKOPUCMO8YIOMbCS meopemuyHi Memodu Haykosux OO0CITiOXKeHb,
30Kkpema memodu aHanidy i cuHme3y. Cmammsi cripsiMog8aHa Ha 8UPIUIEHHST maKuX numaHb. aHarsi3 meHoeHujl
pUMOKy MNpsSIMUX  IHO3EMHUX iHeecmuuilti, QOCiOXKEeHHsT CMAaHOBIIEHHSI MO_2YMHb020 IH8EeCMUUIlIHO20
MOrI0XKEeHHS KpaiHu, ropieHsIHHS Kumato 3 Halbinbw npusabnusumu odep)xysadamu iHO3eMHO20 Karimarsny 6
ceimi, a maKkoxX KoHmekcmyanizauyiss duHamiku iHeecmuuiti, npedcmaesrieHa y euarsdi NopigHsHHS 3 Halbinbw
npusabnusumu odepxysadamu [lll e a3silicbkoMy peeiOHi, i OKpeCreHHs1 Pu3ukKie i Moxrueocmel 6/u8aHHSs
Kanimarsy 8 kKumaulcCbKy eKOHOMIKY.

Y cmammi npoaHarizoeaHo pO38UMOK iH8ecmuyitiHo2o nomeHuiany Kumaro i 3MIiHy MOSIOXEHHSI KpaiHu 8
enobarneHil i peaioHarnbHil eKkoHoMmiuj. 3okpema, 6yro ecmaHo8neHo, Wo iHeecmuyitiHy npusabnugicms MoXxe
b6ymu KoHmeKkcmyarizogaHo Oekiflsbkoma criocobamu, makumu siK riopieHsiHHS KHP 3 Haubinbw npusabnusumu
odepxyeadyamu Kariimasly 8 c8imi, a maKkoxX y a3iliCbKOMY PEe2iOHi, MpocmexXeHHs OUHaMIKU 4acmku rpsmMux
iHo3eMHuUx [Heecmuuill 8 06cs3i 8ani08020 6HyMPIWHLO20 MNPOOYKMYy, a MmakoX 4acmka iHeecmuuil y
KumadiCbKy eKOHOMIKY 8 3az2asilbHOMY 06Cs3i iHeecmuuil 8 KpaiHu asilticbko20 peaioHy. [lpu 3ay4YeHHi koumie 8
KHP icHye uinul psd moxnueocmeli ma pu3ukig, SIKi eapmo mamu Ha yeasi. Hanpuknad, iHeecmuuilHi
npoekmu, crpsiMoeaHi Ha 3efieHe 6UpPObHUUMEO, Oo4YUWEeHHS e00u i nmogimps, nodanbwe 6rpPoe8adKeHHs
iHHO8aUil y 8im4u3HsiHy 0BpOB6HY Mpomucosicmb, a maKkoxX 3eseHe | iHHogauiliHe 6ydisHUUMEBO XUmiio8ux
npumiweHb, weudwe 3a 8ce, bydymb 3aoxouysamucs ypsidom. Lo cmocyembcsi mpyOHowie rnpu
iHeecmyegaHHi, 00 HUX MOXHa e6i0Hecmu HadMipHy O6ropoKpamu3ayilo | Kopyrnuito cucmemu, Hedimke |
cyrniepeydriuge 3aKkoH00a8CmMe0o, a makox creyughidyHe rnoedHaHHs1 PUHKOBOI | MaHo80i eKOHOMIKU, sike euMazae
HeyrepedxeHo20 rnoeasnsdy Ha ocobriueocmi eKOHOMIYHO20 po3sumky Kumato.

Pe3ynbmamu OocridxeHHs1 MOXymb 6ymu 3acmocosaHi 5Kk 8 meopemuyHib mak i 8 npakmu4Hil cghepax,
momy wo 80HU AoromMazaromb Kpawe 3po3ymimu iHeecmuuitiHy npusabrnugsicmb eKkoHoMiKu Kumaro i MoXxymb
bymu sukopucmaHi 8 aKocmi opieHmupa 0151 8/1U8aHHs Kowmig 8 eKoHoMiKy Kumaro.

Knrodoei cnoea: iHesecmuujitiHa disinibHicmb, NpsiMi iHO3eMHI iHeecmuuji, iHoO3eMHuUU Kanimari, iHeecmuuyitiHa
npusabnusicmb, KOHKYPEHMOCPOMOXXHICMb €KOHOMIKU.

MHBECTULUU B KHP: PEAJIbHbIE 3KOHOMUYECKUE BO3MOXHOCTU U TPYOHOCTHU

CachoHoB HO.H.,

XapuHa Y.Al.

Oma cmambs HarpaeneHa Ha U3ydYeHUEe MPaKmMuU4Yyeckux acrekmos rpusereKkamesibHOCMuU 3KOHOMUKU
Kumas. 3na4umenbHoe sHUMaHue ydesnsemcs npueneyYéHHbIM UHOCMPaHHbIM UH8ECMUUUSM U ¢haKmopam,
onpedesiAWUM UHBECMUUUOHHYIO MOWb U KOHKYPEeHMOCNocobHocmb 3KkoHOMuku Kumadlickol HapodHou
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Pecnybnuku. 3mu ¢akmopbl Hasbigarom 3KOHomMu4Yeckol cpedol. K Hum omHocsmces crnedyrujue:
a) MakpoaKoHomu4eckasi cmabusribHocmb,; 6) ypO8eHb XU3HU U pa3eumusi UHgpacmpykmypsbl, 8) ¢puHaHcogasi
cpeda, ycrnosusi sedeHusi busHeca u paboyasi cuna, U e) npasumesibcmeo U UHCMUMyUUOHasbHbIE YC/108US.
lMpedmemom cmambu sierisemcsi SKOHOMuka Kumasi, ekno4asi meHOEeHUUU OMOKO8 [pueneqYEéHHbIX
MPsIMbIX UHOCMPaHHbIX UHeecmuuyul, Yyemblpe cekmopa, hopmupyrowue crnocobHOCMb UHKITIO3UBHO20 U
ycmoUyueo20 3KOHOMUYECKO20 palsumusi 8 medeHue OnumesibHo20 repuoda B8peMeHU, a Mmakxe
803MOXXHOCMU U MpyOHOCMU rpu eiugaHuuU cpedcmes 8 akoHOMUKY Kumatickol HapodHou Pecriybruku.

Llenbto daHHOU cmambu S675emcs U3y4YeHUEe UCMOYHUKO8 ycriexoe u Heydady 8 UHBecmuposaHuu 8
akoHoMuky Kumas. [Ons docmuxeHus uesied cmambuU UCMOMb3YHOMCS meopemudyeckue mMemoObl Hay4HbIX
uccnedosaHuli, 8 YacmHocmu mMemoObl aHanusa u cuHme3da. Cmambsi HarpasfeHa Ha peweHue credyruux
80r1POCO8: aHanu3 meHAeHUUl npueeqyeHus nNpsMbiX UHOCMpPaHHbIX uHeecmuyul, uccrnedogaHue npouecca
CMaHo8eHUs1 MeKyuee2o Mo2yulecmeeHHo20 UHBECMUUUOHHO20 MOI0XeHUs] cmpaHbl, cpasHeHue Kumas ¢
Haubornee nipusniekameribHbIMU  07ly4amesisMu  UHOCMPaHHOo20 Kanumana 6 Mupe, a makxe
KOHmMeKcmyanusayusi OuHaMuku uHeecmuyul, rnpedcmasneHHass 6 8ude cpaseHeHuUsi ¢ Hauboree
npuenekamenbHbiMU nonyYamensamu MU e asuamckom peauoHe, U o4yepyusaHue Puckos U 803MOXHocmel
8/1UBaHUs1 Kanumarsna e KUmalCKyt SKOHOMUKY.

B cmambee aHanusupyemcsi pasgsumue UH8ECMUUUOHHO20 romeHyuana Kumasi u usyyaemcsi u3MeHeHue
no3uyul cmpaHbl 8 2asiobasnibHOl U peauoHasibHOU 9KOHOMUKe. B vacmHocmu, Obiio ycmaHO8reHo, 4mo
UHBECMUUUOHHas npuseriekamesibHoCmb MoXem 6bimb  KOHMeKCcmyasnu3uposaHa HECKOSIbKUMU criocobamu,
makumu Kak cpasHeHue KHP ¢ Hauboriee nipueriekameribHbIMU oyYamernsamu Karumarna 8 Mupe, a makxe cpedu
asuamcKkux cmpaH, rpocrexugaHue OuHamMuku 00U MPsSIMbIX UHOCMPaHHbIX UHeecmuyuli 8 obbeme 8asio8o20
8HympeHHe20 rpodykma, a maike 00/ UH8eCMUUUU 8 KUmadCcKyro SKOHOMUKY 8 obuiem obbeme uHeecmuyuli 8
asuamckud peauoH. lNpu enueaHuu cpedcme 8 KHP, cywecmeayem uenbil psd 803MoxHocmeld u mpyoHocmed,
Kkomopbie crnedyem umemsb 8 eudy. Harpumep, UHBECMUUUOHHbLIE MPOEKMbI, Harnpase/eHHble Ha 3e/ieHoe
npousgodcmeo, o4ducmky 800bl U 8030yxa, OanbHeliwee HeOpeHUe UHHOB8auyuli 8 Ome4YeCmeeHHYyH
obpabambigaroulyto  NMPOMbILUIEHHOCMb, a maKkxkKe 3efIEHoe U UHHOBAUUOHHOE CMpPOUMEsbCmeo  XKUsbiX
rnomeuwjeHuli, ckopee 8cezo, 6ydym noddepxaHbl npasumenscmeoM. Ymo kacaemcsi mpyoHocmel npu
uHgecmuposaHuU, K HUM criedyem omHecmu 4Ype3mMepHyo GIopoKpamu3ayuro U KOppynuuro cUCmMeMb], HeYemkoe U
MpomueopeyUB8oe 3aKOHO0ameIbcmeo, a makxe crieyughudecKkoe codemarue PbIHOYHOU U M71aHO80U 9KOHOMUKU,
Komopoe mpebyem Hernpeds3simo20 80CHPUSIMUST SKOHOMUYeCKOo20 pa3sumusi Kumasi.

Pe3ynbmambi uccriedogaHusi Mo2ym 6bimb MPUMEHEHbI KaK 8 meopemu4yecKkol, maK u 8 rpakmuyeckoul
chepax, noOMoOMy 4mO OHU OMO2arom Jfly4we MOHSIMb UHBECMUUUOHHYI rnpusniekamensHocms Kumas u
Mo2ym bbimb UCNob308aHbl 8 Ka4ecmee pykosodcmea 011 eriueaHusi cpedcms 8 3KOHOMUKY Kumasi.

Knroyeeble cnoea: uHeecmMuuyuoHHas OesimesibHOCMb, MpPsMble  UHOCMPaHHble  UH8ecmuyuu,
UHOCMpPaHHbIU Kanumarsi, UH8eCMUUUOHHAs npusriekamesibHOCMb, KOHKYPEHMOCMOCOOHOCMb 3KOHOMUKU.

WHY INVEST IN CHINA: PRACTICAL ASPECTS OF THE CHINESE ECONOMY ATTRACTIVENESS
AND MOMENTOUS BOTTLENECKS

Safonov Y.M.,
Kharyna U.Y.

This article aims at studying the practical aspects of the attractiveness of China’s economy. Considerable
attention is paid to inward foreign investments and factors determining the investment potential and
competitiveness of the economy of the People’s Republic of China. These factors are referred to as the
environment. They are the following: a) macroeconomic stability; b) quality of life and infrastructure
development; c) financial, businesses, and manpower conditions, and d) government and institutional setting.

The subject of the article is the economy of China including the trends in the inward flows of foreign direct
investment, four sectors shaping the ability to inclusive and substantial economic development over long
periods of time, and opportunities and challenges of injecting funds into the People’s Republic of China.

The aim of the article is defined as the study of the sources of success and failure when investing in the economy
of China and. To achieve the objective of the article, theoretical methods of scientific research, in particular analysis
and synthesis, are used. The article aims at solving such research questions as: conducting the analysis of the trends
in inward foreign direct investment, investigating the process of building up the current mighty investment positions by
comparing China to the most attractive recipients of foreign capital in the world as well as contextualizing the
dynamics of investments represented by the comparison to most attractive recipients in the Asian region, and
identifying the risks and opportunities of injecting capital into the Chinese economy.

The article analyzes the development of the investment potential of China and studies the change of its
positions in the global and regional economies. In particular, it was found that the investment attractiveness can
be represented by several techniques such as comparing the PRC to the most attractive recipients, the rest of
the globe, and Asian countries, tracing the dynamics of the share of foreign direct investment stock in the
volume of the gross domestic product, and the share of investment in the Chinese economy in the total volume
of investments in the Asian region. While injecting funds into the PRC, there is a range of opportunities, which
should be kept in mind. For example, investment projects focusing on the green production, clean water and air,
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further innovation of the domestic manufacturing industry, and environmentally friendly and innovative
construction of housing commodities are most likely to be welcomed by the government and lead to success. As
for the market bottlenecks limiting investors, they are excessive bureaucratization and corruption of the system,
unclear and inconsistent legislation, and specific combination of the market and planned economy, which
requires the unbiased perception of economic development of China.

The results of the research can be applied in both the theoretical and practical sections because they add to
the better apprehension of China’s investment attractiveness and can be deployed as a guide for injecting funds
into the Chinese economy.

Keywords: investment activities, foreign direct investments, foreign capital, investment attractiveness,
competitiveness of the economy.

Introduction. Robust growth of the economy of the People’s Republic of China (PRC) is often believed to be
most significant feature contributing to the investment attractiveness of the country. Occupying the positions of the
second largest economy and being one of the most attractive capital inflow destinations in the world are the two
features of the PRC proving that the policies of the domestic government are effective. Loads of scientific studies
focused on the investigation of the factors of China’s success, and significant progress has been achieved in this
area. Moreover, the subject is of significant interest to the governments of the most developed countries such as the
United States of America, the United Kingdom, and European countries, which are actively involved in the investment
relations with China. Influential international organizations such the World Bank, the International Monetary Fund, the
United Nations Conference on Trade and Development also focus on investigating the success of PRC. However, the
primary issue is to determine the practical aspects of injecting funds into the Chinese economy and potential
bottlenecks emerging while finding the gaps and opportunities for investing in this powerful giant.

Research objectives. The central objective of this article is to go beyond traditional theoretical approaches
to defining the investment appeal and prospects of China such as focusing on cheap but, at the same time, highly
skilled and competent labor, laws and regulations stimulating capital inflow, tax holiday for some categories of
investment projects, operation of special economic zones, openness of the Chinese economy, high levels of
infrastructure development, etc. Instead, the emphasis will be made on the market analysis with special attention
paid to challenges and opportunities in order to obtain practical understanding of the investment process and its
specificities in the case of the People’s Republic of China.

Research method. The research objective will be achieved by analyzing the latest statistical data regarding
the investment activities of the People’s Republic of China and synthesis of the reports of the Government of the
United States of America and the Asia Competitiveness Institute, the influential Asian organization focusing on
studying the competitiveness of economies and their attractiveness. The primary emphasis will be made on inward
investments as they represent the appeal of China’s investment potential.

China’s investment power. According to the UNCTAD reports on investment flows, foreign direct
investment inflows in the Chinese economy rose from 3 487 millions of dollars in 1990 to spectacular 135,61 billion
in 2015. That said, the volume of the attracted FDI skyrocketed and today it is almost 40 times the level of 1990. It
can be easily explained by the Chinese governmental decision to open the domestic economy and go global as
well as the international trend towards injecting funds into foreign economies. Moreover, China became the largest
recipient of foreign capital as for the beginning of 2015 [1]. However, there are also other ways of contextualizing
the growth of the FDI in China. The first two methods imply the representation of the investment attractiveness of
the top capital recipients and the position of China amongst all countries. See figures 1 and 2 for details.
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Figure 1. The most attractive FDI recipients, 2015, USD billions of dollars
Source: Constructed by the author on the basis of [1].
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These figures are beneficial for recognizing that the economy of China is more attractive for the foreign
investors than the most developed countries of Europe and even some groups of countries as the whole. It is
paramount to point to the position of China in Asia as it makes almost one-third of the general volume of the
attracted investments in this region of the globe. Together with Hong Kong, China, they would make up more a half
of the FDI in the Asian region.

China

Transition economies =

Latin America and the Carribean
Asia

Developing economies

EU

Developed countries

World

0,0 500,0 1000,0 1500,0 2000,0

Figure 2. China and the rest of the world, 2015, USD billions of dollars
Source: Constructed by the author on the basis of [1].

One more tool for contextualization of FDI is to express the stock of FDI in the Chinese and its share as the
percentage of the gross domestic product. UNCTAD data point to the dynamism of attracting foreign capital in the
Chinese economy. However, the ups and downs of FDI share in GPD hint to the inability of preserving the balance
between FDI inflows and spectacular growth rates of the Chinese economy (see table 1). Nevertheless, in
accordance with the recent research of the organization, the People’s Republic of China will preserve its leading
positions as an attractive destination for FDI inflow up to 2020 as a minimum. Even though investment prospects of
the USA are considered to be higher, China is granted the second place in the forecasts [1]. Still, there is a chance
of surpassing the leader one again.

Table 1. Inward FDI stock and share as a percentage of GDP, 1990-2015

1990 1995 2000 2005 2010 2015
FDI Stock, bin 20,7 101,1 193,3 2721 587,8 1220,9
Share in GDP,% 52 13,8 16,0 11,9 9,8 11,1

Source: Constructed by the author on the basis of [1].

Other methods for contextualization of the Chinese investments are based on investigating the dynamism of
the investment in the Chinese economy and Asia as the whole as well as some Asian countries. The idea is to
compare it to the most attractive destinations of the region and determine how the share of China in the FDI inflow
to the region changed over time. See tables 2 and 3 for detailed information.

Table 2. The dynamics of attracting FDI to Asia and the global inflows of FDI, 1995-2015, USD billions of dollars

Region/Country 1990 1995 2000 2005 2010 2015

Asia 22,97 81,7 142,79 224,95 4124 540,72
China 3,48 37,52 40,71 72,4 114,73 135,61
Hong Kong, China 3,27 6,21 54,58 34,05 72,32 174,89
Korea, Republic of 1,05 2,48 1,51 13,64 9,49 5,04
Taiwan Province of China 1.330,0 1559,0 4 928,0 1625,0 24920 24150
Singapore 5,57 11,94 15,51 18,09 55,07 65,26
India 0, 23 2,15 3,59 7,6 27,4 44,2
World 204,91 341,52 1358,82 950,13 1388,82 1762,16
Source: Constructed by the author on the basis of [1], [2].
Table 3. The share of China in FDI inflow to the Asian region, 1995-2015, %

Region/Country 1990 1995 2000 2005 2010 2015
Asia 22,97 81,7 142,79 224,95 4124 540,72
China 3,48 37,52 40,71 72,4 114,73 135,61
Share, % 15,15 45,92 28,51 32,18 27,82 25,08

Source: Constructed by the author on the basis of [1], [2].

According to the UNCTAD data, the role of China in the region has been relatively stable since the Chinese
government has reached the decision to open the economy and become involves in the global investment
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processes. Even though there are other influential countries in the Asian region, China’s positions are robust and
the country remains the most attractive destination in Asia (omitting the fact of the Hong Kong attractiveness, as
the autonomous territory surpassed the mainland in 2015).

Taking a closer look at the competitiveness of the economy. Measuring the competitiveness of the
domestic economies is a real challenge. Nevertheless, there are some comprehensive approaches used for
achieving the desired outcomes. One of the models centers on studying the performance of the economy within
four sectors shaping the ability to inclusive and substantial economic development over long periods of time. These
sectors are referred to as the environment. They are the following: a) macroeconomic stability; b) quality of life and
infrastructure development; c) financial, businesses, and manpower conditions, and d) government and institutional
setting. Furthermore, they are divided into sub-environments. For example, quality of life and infrastructure
development stands for the level of physical and technological infrastructure development as well as educational
opportunities and social welfare. Macroeconomic stability refers to investment attractiveness, openness to
international economic operations, and economic vibrancy. As for government and institutional setting sub-
environment, it implies governmental policies and fiscal sustainability. Finally, financial, businesses, and manpower
conditions are related to labor markets, productivity, and business effectiveness [5].

Even though investment attractiveness is determined as one sub-environment, economic competitiveness is
what, in fact, affects it. That said, there is a close interconnectedness between economic performance as the whole
and investment potential because investors investigate all aspects (environments) mentioned above prior to
injecting capital into foreign countries.

As for the competitiveness of the Chinese economy, the developer of the approach mentioned above, the
Asia Competitiveness Institute, claims that China’s economy is highly competitive. Even though some regions lag
behind the others in the development of particular sib-environments, the overall trend is strong and the situation is
nearly equal throughout the country. The country has become even more competitive when the decision to open
the economy and become involved in the international economic relations. The general conclusion for the case of
the People’s Republic of China is that the higher the level of its economy’s competitiveness the more attractive and
powerful the country becomes from the perspective of foreign direct investments.

Investment opportunities. Except for traditional theoretical approaches to defining the investment
attractiveness of the economy, there are several significant opportunities common to China. First of all, China as a
part of the globalized world cannot but fall under the influence of the trends and developments in the global
economy. As the global community has become more environmentally concerned, the issues of the green
economy are becoming popular in China. In addition to the overall green consciousness, the country has been
traditionally involved in mass production and manufacturing. Such specialization together with high rates of
urbanization had a significant negative effect on the natural environment. Since recently, the Chinese government
focused on introducing green technologies and environmental projects. Moreover, it has allowed foreign
investments into the green sector [3]. It means that injecting funds into green society, healthy life, green economy,
clean water and air, etc. are among the most attractive and promising investment projects.

In addition to focusing on the green effectiveness and reducing the impact on the natural environment, the
Chinese government announced the further innovation of the domestic manufacturing industry and involving global
know-how as the priorities of the Twelfth Five-Year Plan. Because the emphasis is made on neo-industrialization,
investment projects offering sharing experience and transfer of technologies and innovations as well as investment
in research and development are most likely to be successful greeted by the government [4].

Another investment opportunity is closely related to the two mentioned above. As the population of China is
constantly growing, the government seeks the ways to provide it with necessary housing accommodations.
However, the focus is made on innovative and green constructions of edifices [4]. It means that investment projects
offering opportunities for meeting these requirements are also welcomed and the government is likely to support
them. Still, it is paramount to note that the investment directions mentioned above are the governmental priorities
so that injecting foreign capital in these sectors is recommendable due to high possibility of approval and benefits.
Still, there are numerous other investment opportunities due to the availability of vast resources and potential for
the further economic growth, but they require paying close attention to investigating the developments in the
market as well as the needs of population and industries.

Investment and market bottlenecks. Even though China is an attractive destination for injecting foreign
capital, some countries might choose to step away and invest into other economies. From the practical perspective,
there are several significant challenges emerging when doing investing and doing business in China. First of all,
regardless of the favorable tax regime established in the country, most legal procedures are still highly
bureaucratic. Similar bureaucracy turns legal environment into opaque ones when it is impossible to determine the
further plan of actions because law implementation procedures are, for the most part, inconsistent. Moreover, the
system is corruptive, lacks transparency, and is unreliable. In addition to it, although the Chinese government
claims to have shifted to the market-oriented and market-driven economy, the established mercantilist style policies
are practiced protecting state-owned and local firms instead of granting equal rights to development to all
companies operating within the domestic economy.

Another challenge is the fact that the economy of the PRC is the combination of the market and planned
economy. The aforementioned desire to operate in accordance with the market forcers is vanished by the grim
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reality of five-year plans and other attributes of the planned economy. Of course, this economic model is a unique
phenomenon, and it ha proven effective and productive, but sometimes it is complicated to understand the issue as
well as promote the apprehension of free enterprises and competition. Foreign investors should be ready to work in
such a specific economic environment.

Finally, foreign investors should take an unbiased look at the market challenges common to the economy of the
PRC. Even though the government stimulates the inflow of the foreign direct investments and the resources of the
country are vast, they are not limitless and it is hard to predict the complications such as failing to meet the standards or
conformity issues, having a comprehensive understanding of laws and regulations, cooperating with local partners, etc.
[4]. Paying significant attention to these challenges might help forward investment projects successful, especially those
in the manufacturing industry and commodities, while ignoring them can be catastrophic.

Conclusion. As for now, the People’s Republic of China is amongst the most attractive destinations for
injecting foreign direct investments. Such a significant interest in the Chinese economy can be easily explained
with the robust economic development, huge investment potential, high competitiveness of the economy, and some
gaps, which can be easily filled with innovative, environmentally friendly, and construction projects. However, there
are some significant market challenges, which should be taken into consideration and thoroughly studies prior to
investing in order to guarantee the safety and profitability of the investment project. They include becoming familiar
with the specificities of the economic drivers, legal environment, and specific standards and conformity issues.
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