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A Study of the Cultural Factors in FDI

Li Xinchun

Abstract In this paper, the major FDI (Foreign Direct Tnvesiment) in China since 1978 will be divided
into three categories after the degree of cultural relationship with China, namely, direct, close and differ-
ent cultural related FDI. Then the FDI in two typical regions, Guangzhou and Shanghai, will be com-
pared and analyzed. By entiy into the Chinese market the three kinds of cultural related FDI will use their
comparative advantage in social, political and business capital. This has important impact on their entry
strategy and the selection of industry and place for investment. The direct cultural relationship with Hong
Kong, Maca and Taiwan is the most important factor which atiracts the FDI in Guangdong from these re-
gions. The business culture and manufacturing tradition give good reason for the heavy invesiment of glob-
al MNCs in Shanghai. Partly based on these different cultural related FDI Guangdong and Shanghai built

different industrial st ctures.
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