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The New Foreign Investment Management System of China’s “Foreign Investment Law”

and the Impact on Japanese Companies

WANG Meilan*

Abstract

In order to actively attract foreign capital after China’s reform and opening-up policy was enacted
in 1978, three types of foreign-funded enterprise laws were instituted: “the Law of the People’s Republic
of China on Sion-Foreign Equity Joint Ventures” in 1979, “the Law of the People’s Republic of China on
Wholly Foreign-owned Enterprises” in 1986, and “the Law of the People’s Republic of China on Sino-
Foreign Contractual Joint Ventures” in 1988. Forty years later, China has become a member of the WTO
and has been further promoted. Thus laws in the economic field have been gradually improved, and laws
such as the Companies Act and the Contract Law have been carried out one after another. However,
duplication and conflict of divisional legislation on the internal enterprise such as the Three types of
foreign-funded enterprise Law and the Companies Law have caused big obstacles in the business.
Though the three types of foreign-funded enterprise law have played an important role through several
amendments, gradually they have become impossible to respond to the demand for reform and opening-
up in the new era.

Therefore, the conventional “Three types of foreign-funded enterprise law” was abolished by the
enforcement of the “Foreign Investment Law”. In addition, the new management system, such as the
national treatment before entry, the foreign capital management system based on the negative list, the
information reporting system, and the safety examination system, have been established. It will have a
great impact not only on Japanese companies that have already invested or expanded into China, but also
on Japanese companies that are considering investing or expanding into China in the future.

This paper understands the background of the enactment of the law, explains the contents of the law
revision, and analyzes how it will affect existing Japanese investment companies and Japanese
companies considering investment and expansion into China in the future. However, we will try to
propose practical countermeasures that will not be disadvantageous to existing Japanese investment

companies.
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