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The Diplomatic Implications of Chinese State-Owned Enterprises” Overseas In-
vestment Under the Background of Great Power Competition

Yang Gongyan (92)

[Abstract JWith the establishment of China’s status as a major overseas investor in re-—
cent years the political impact of China’s overseas investment has become a continuing
concern in the field of international political economy. Based on the data of all coun—
tries in the world from 2005 to 2019 this paper studies the diplomatic implications of
Chinese state-owned enterprises” overseas investment and the mechanism under the
background of great power competition. The results show that with the growth of over—
seas investment of Chinese state-owned enterprises the foreign policy differences be—
tween China and western developed countries increase significantly especially after the
global financial crisis. The impact of overseas investment of central enterprises from
China is far greater than that of local state-owned enterprises. Moreover compared
with the green space investment of state-owned enterprises the impact of cross-border
M & A on bilateral political relations is particularly significant. The mechanism analy—
sis shows that on the one hand the shift of economic power is the main factor

which leads to the adjustment of foreign policy towards China by western countries.
The catching up of Chinas scientific and technological innovation to developed coun—
tries and the ensuing transfer of international economic power make the original free
market order give way to a political game of great powers. On the other hand the
differences of political systems and the improvement of China’s international political
influence also boost the effect of state-owned enterprises” overseas investment. This pa—
per provides important enlightenment for comprehensively evaluating the diplomatic im-
pact of China’s economic rise and reflecting the traditional theory of economic interde—
pendence and interstate conflict.
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