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The Changing Course and Orientation of Local Government's Investment

Promotion and Capital Introduction Policies: 1978—2021
MA Xiang—dong ZHANG Wen-kui LIU Ding-yi

Abstract: Since the reform and opening-up, the investment promotion and capital introduction
policies of local governments in China went through three periods including the stage in which the work
was mainly oriented to foreign capital, the stage in which local governments tried to balance domestic and
foreign capital, and the stage of attracting investments and talents. Current preferential policies could be
classified into ten categories including favorable tax policy, land security policy, fiscal incentive, financial
support and other policies. These policies are all oriented to strong, large and advanced enterprises, and
the contents encouraging strong and large companies are facing new challenges from domestic and
international principle of fair competition. Local governments in developed countries also have investment
promotion and capital introduction policies, even including government subsidies. However, their goals are
more likely to be the increasing of employment, supports for micro and small businesses, and development
of emerging industries, which could be summarized as "for employment, oriented to small enterprises and
emerging industries". Benefiting from international experience, the strategies of improving the investment
promotion and capital introduction policies of local governments in China are as follows: optimize
investment environment of all enterprises for the gradual shift from "privilege" to "policies for all"; promote
the awareness of fair competition for the gradual shift from "for the strong and large" to "for employment
and small enterprises"; continue to put the vision of innovative development into practice and strengthen
"preferential policies for emerging industries".
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