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Disguised Foreign Direct Investment:
Status Quo, Harm. Reasons & Countermeasures

Tian Mengqing
(School of Industry and Commerce, Zhongnan University for Nationalities, Wuhan 430073, Hubei, China)

Abstract; There is about 20 % ~25 % disguised foreign capital (return investment) of the foreign
direct investment (FDI) in China, which is mostly conducted by the domestic private companies or
entrenreneurs. The spnreading unchecked of discuised foreien canital not iust resulted in that the
purpose of absorbing foreign capital is hard to be accomplished, but also challenged the foreign capital
and financial supervision and caused a series of questions. The reasons for disguised foreign capital are
complicated, which mainly related to the super-national treatment for foreign capital, hedging of tax
for domestic companies, unsound protection of private property, money laundering administratively
drawing foreign capital and business, uneasy financing for private companies and other factors. To deal
with the disguised foreign capital, the government must take the actions to dredge and block up at the
same time, such as offering the equal treatment to domestic capital and foreign capital, strengthening
financial supervision, cracking down capital flee and money laundering and so on.
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