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for Multinationals and the Chinese Economy?
The number of foreigners living in China is very low in international comparison and has further 
declined recently. While the strict COVID-19-related travel restrictions played a major role in this 
decline, there are indications that the decline started in part before the pandemic and may well 
continue once the pandemic-related restrictions are lifted. Against this background, this article 
discusses the economic challenges that the reduction in the number of foreigners is causing 
for Western multinationals operating in China and to the Chinese economy more generally. The 
consequences could spill over to the world economy and reinforce economic and technological 
decoupling tendencies between China and the West.
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According to preliminary results of the 2020 National 
Census of China, there were 845,697 foreigners and an 
additional 584,998 residents of Hong Kong, Macao and 
Taiwan – together 1,430,695 immigrants1 – living in main-
land China on 1 November 2020 (NBSC, 2021). This was a 
substantial increase of 410,550 immigrants (40.2%) com-
pared to the previous Census of 2010. The increase was 
greater for foreigners (251,865; 42.4%) than for residents 
of Hong Kong, Macao and Taiwan (158,685; 37.2%). Still, 
the total number of immigrants amounted to just 0.1% 
(and that of foreigners to just 0.06%) of China’s population 
of more than 1.41 billion people.2 This is an exceptionally 
low share not only compared to Western countries such 
as the United States (15.4%), Germany (15.7%) or France 
(12.8%) but also compared to China’s East Asian neigh-

1 Immigrants in this paper include residents from Hong Kong, Macao 
and Taiwan as well as foreigners from outside the Greater China re-
gion living in mainland China.

2 This fi gure refers to mainland Chinese living in China, i.e. excluding 
immigrants in mainland China.

bours Japan (2.0%) or South Korea (2.3%), or even com-
pared to the similarly populous – but economically less 
developed – India (0.4%) (UNDESA, 2022).

In addition, the overall immigration growth rate of more than 
40% from 2010 to 2020 is the result of very heterogeneous 
developments across Chinese provinces. While the num-
ber of immigrants in Yunnan Province in South China has 
increased by about 700% (from 47,396 to 379,281) between 
2010 and 2020,3 the number of immigrants has actually de-
creased in several other provinces. This is true, in particu-
lar, for the municipalities Shanghai and Beijing where the 
number of immigrants has decreased by about 21.4% (from 
208,602 to 163,954) and 41.5% (from 107,445 to 62,812), 
respectively. And, although the preliminary results of the 
2020 Census published so far do not provide the numbers 
of foreigners for individual provinces, given the exceptional 
development of the number of immigrants in Yunnan, it can 
reasonably be assumed that the aggregate number of for-
eigners in the other 30 Chinese provinces has actually de-
clined between 2010 and 2020 by roughly 80,000 persons 
or about 14.5%, according to a back of the envelope esti-
mation.4

3 In Yunnan, the large majority of foreigners are migrant workers from 
neighbouring countries Vietnam, Myanmar and Laos, who have been 
attracted by large disparities in labour markets between Yunnan and 
these neighbouring countries. In addition, there has been a boom-
ing cross-border marriage market, attracting many migrant women to 
Yunnan. Percentage of immigrants in Yunnan as a share of all immi-
grants in China has increased from less than 5% in 2010 to about 27% 
in 2020.

4 The estimation assumes that the number of residents from Hong 
Kong, Macao and Taiwan in Yunnan has grown at the same rate as for 
China as a whole (37.2%).
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As the National Census was carried out in late 2020, it has 
already been aff ected by the COVID-19 pandemic and 
the strict travel restrictions imposed in response (see be-
low). By this time, an unknown number of immigrants had 
already left China and/or were unable to enter or return 
to China due to these strict travel restrictions. Given that 
foreigners, including expatriates from Western countries, 
have more likely been directly aff ected by these restric-
tions than residents from Hong Kong, Macao and Taiwan, 
these restrictions have certainly contributed to the par-
ticularly strong decrease in the number of immigrants in 
Beijing and Shanghai, where the number of foreigners has 
been substantially higher than the number of residents 
from Hong Kong, Macao and Taiwan.5

Additionally, there is evidence showing that the decade-
long increase in the number of foreigners living in China 
had already come to a halt or even reversed in China (out-
side Yunnan) several years before the COVID-19 pandem-
ic. Take Shanghai, the most international city in China, as 
an example. While the number of foreigners increased 
substantially from 100,011 in 2005 to 174,192 persons in 
2012 (roughly 8% annual growth rate); it only increased 
to 178,335 persons in 2015 (roughly 0.8% annual growth 
rate) and then decreased to 172,076 in 2018 (SBS, 2014-
2019). A similar trend reversal can be observed among 
German citizens living in China. According to the 2010 
Population Census, Germans were the second largest 
group of Europeans living in China in 2010 (NBSC, 2012). 
According to the German Statistical Offi  ce, in each year 
from 2001 to 2014, the number of German citizens mov-
ing from Germany to China exceeded the number of Ger-
mans re-migrating from China to Germany, resulting in a 
net migration of 6,325 Germans to China between 2001 
and 2014 (Destatis, 2022). In contrast, in each year be-
tween 2015 and 2020, more Germans moved back to Ger-
many from China than the other way around, leading to 
a net remigration of 4,159 Germans back from China to 
Germany during this period.

China’s immigration policy

Given its large population and its developing economic 
status, China does not perceive itself as a potential im-
migration country. Accordingly, the development of Chi-
na’s immigration policy has been the result of a perceived 
need for China to control and regulate increasing immi-
gration fl ows rather than attempt to actively promote im-
migration or facilitate the integration of immigrants into 
the Chinese economy and society.

5 In Beijing and Shanghai, the shares of foreigners were about 84.8% 
and 68.8%, respectively, of the total number of immigrants in 2010 
(NBSC, 2012).

China’s Exit and Entry Administration Law, which was 
passed in 2012, marked an important turning point in 
China’s immigration policy. Over the more than three 
decades from the beginning of China’s open-door policy 
to the 2012 law, China’s legal and administration frame-
work for immigration control and management had been 
highly fragmented and lacked coordination (Zhu and 
Price, 2013; Pieke, 2014). A large number of central and 
local authorities were involved in entry procedures, and 
the communication and cooperation between them was 
highly defi cient. This framework was inadequate to cope 
with the economic, social and security challenges result-
ing from the surging number of legal and illegal immi-
grants that followed China’s access to the World Trade 
Organization in 2001 (Zhu and Price, 2013). The 2012 
law refl ected the Chinese government’s recognition that 
China needed a more comprehensive regulatory frame-
work for immigration in order to further its national de-
velopment goals. It provides for an immigration policy 
that strongly diff erentiates the treatment of foreigners by 
their perceived benefi ts to the Chinese economy. While 
particularly highly skilled foreigners are wanted and 
welcome given their potential benefi ts for China’s eco-
nomic development, the entry of illegal or less desirable 
foreigners and their stay in China are to be more strictly 
controlled and countered than before in the interest of 
national and social security.

To be sure, China’s strong preference for attracting high-
skilled immigrants was not fi rst established by the 2012 
law. Already in 2004, the Measures for the Administration 
of Examination and Approval of Foreigners’ Permanent 
Residence in China gave preference to foreigners whose 
qualifi cations meet certain pre-determined criteria. In 
2008, the Thousand Talents Program was initiated to 
actively attract highly skilled professionals for advanced 
research, innovation and the establishment of high-tech 
start-ups in China. Since at that time the criteria for the 
so-called preferred high-skill professionals were still very 
high and the policy measures were carried out only se-
lectively without comprehensive coordination and sup-
plementary hands-on measures, their impact on attract-
ing foreigners, especially those without an ethnic Chinese 
background, were rather limited (Wang, 2012). Since the 
2012 law, the scope of the related policies to attract high-
skilled foreigners has become broader, refl ecting Presi-
dent Xi Jinping’s repeated emphasis of the importance of 
these talents to support China’s innovation-driven eco-
nomic development. The rules and regulations related 
to immigration were further consolidated and focused in 
favour of highly qualifi ed foreigners with the introduction 
of the Permit for Foreigners to Work in China in 2015. This 
regulation, which was implemented nationwide in 2017, 
formally established a strict grading system for foreigners 
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to help China more eff ectively attract international profes-
sionals in line with domestic demand.

Also in 2015, the Chinese authorities started to implement 
measures to ease the visa and residence application pro-
cedures and expanded immigration services for targeted 
foreign professionals/high-skilled foreign nationals, at 
fi rst on an experimental basis in a number of selected pi-
lot free trade and demonstration zones. In August 2019, 
several of these policies (relating to the facilitation of visas 
and residence permits, including long-term or permanent 
residence permits for specifi c high-level foreign talent 
and the establishment of immigration service centres) 
have been implemented nationwide to encourage, sup-
port and facilitate foreign talent, outstanding young for-
eigners and overseas Chinese to start businesses, invest, 
innovate, study and work in China (Ministry of Public Se-
curity, 2019).

In view of the consolidation of the legal framework and 
the (selected) facilitation of visas and residence approv-
als, China’s immigration policy has become overall more 
favourable for particularly high-skilled foreigners since 
2012. By contrast, for most less skilled migrants, Chinese 
immigration policies have become rather more restric-
tive due to stricter enforcement of the restrictive entry 
and residence regulation for this group. At the same time, 
Chinese public attitudes towards foreigners have become 
more divided, and public resentment towards foreigners 
has been on the rise since about 2015 (Speelman, 2020). 
Against this background, in 2020 the announcement of 
a public consultation on the Regulations Governing the 
Permanent Residence of Foreigners, which is intended to 
better regulate and also ease foreigner’s permanent stay 
in China, met with strong headwinds and harsh criticism 
from the public. These strong public reactions, particu-
larly on social media, even forced the responsible authori-
ties to off er public assurance that the regulations will be 
further “improved” and will not be enforced hastily.

COVID-19-based travel restrictions and the decline 

in the number of foreigners

Since March 2020, China has implemented strict travel 
restrictions to deal with the threat of the COVID-19 pan-
demic. The restrictions imposed included a drastic re-
duction in the number of international passenger fl ights 
in and out of China, broad restrictions on the issuance of 
visas combined with more complex and time-consum-
ing application procedures than before, strict vaccina-
tion requirements and stringent COVID-19 testing and 
quarantine requirements both prior to and after arrival 
in China. Despite some adaptations in response to the 
changing global pandemic situation, strict travel restric-

tions have remained in place at least until mid-2022 (the 
time of writing).

As a consequence, the number of people, and in particu-
lar the number of foreigners, crossing China’s border de-
creased dramatically over the past two years. The num-
ber of border crossings by foreigners decreased from 
97.7 million in 2019 to 13.2 million in 2020 and to a mere 
4.5 million (-95.4%) in 2021 (NIA, 2020, 2022). In light of 
these developments, the number of foreigners living in 
China has likely further declined since the reference date 
of the 2020 National Census (1 November 2020). And giv-
en the continuation of COVID-19-related restrictions and 
the COVID-19 outbreaks and related strict lockdowns in, 
for example, Jilin and Shanghai in spring 2022, it is likely 
that the number of foreigners living in China will decline 
even further in the near future. In a recent survey among 
foreigners in Shanghai conducted during the strict and 
long lockdown of the municipality in April 2022, 85% of 
the 950 respondents said that the lockdown has made 
them rethink their future in China. Furthermore, 22% and 
26%)of respondents said they want to leave China as 
soon as possible or within 12 months, respectively. Only 
15% of respondents still planned to stay in China for the 
long haul (That’s Shanghai Magazine, 2022).

Implications for Western multinationals in China

The COVID-19-related travel restrictions and the asso-
ciated decline in the number of foreigners in China have 
had signifi cant negative consequences for many West-
ern companies. Business surveys conducted by various 
chambers of commerce in China in 2021 have found that 
travel and entry restrictions due to the COVID-19 pandem-
ic and related human resource challenges were by then 
considered to be among the most pressing operational 
business challenges for Western companies active in Chi-
na. British companies in China surveyed in autumn 2021, 
for example, rated “employing foreign staff ” the most bur-
densome challenge for doing business in China in 2021. 
At the time of the survey, 43% of the British companies 
had existing or new foreign employees outside China that 
were unable to enter the Chinese mainland due to COVID-
19-related problems of booking suitable fl ights, securing 
visas for themselves or their dependents or because they 
were unwilling to quarantine (British Chamber, 2022).

The travel and entry restrictions have signifi cantly exac-
erbated the problems many Western companies in China 
face in attracting and retaining foreign talent. Among the 
European companies surveyed in February 2021, more 
than 60% of respondents ranked “entry restrictions into 
China due to COVID-19” as one of their top three chal-
lenges for attracting and for retaining international talent in 
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China at that time (European Chamber, 2021a). More than 
three quarters (and almost one-third) of American compa-
nies in China surveyed in autumn 2021 considered it a sig-
nifi cant challenge for retaining and recruiting international 
talent in China that qualifi ed candidates were unable (and 
unwilling, respectively) to move to China due to the COV-
ID-19 restrictions (AmCham China, 2021).

The COVID-19-related travel and entry restrictions have 
thus led to a reduction of the number (shares) of foreign 
staff  employed by Western companies in China. For ex-
ample, in autumn 2021, 23% of British companies sur-
veyed reported a net decrease (vs. only 3% reported a net 
increase) in foreign employees over the past year (British 
Chamber, 2021). For 2022, 41% of British companies ex-
pected that “a signifi cant number of foreign employees 
will leave China indefi nitely”, mainly due to emotional 
strain of prolonged separation from friends and family 
or challenging travel requirements and logistics (British 
Chamber, 2021, 23). US companies in China reported an 
even stronger impact of COVID-19 restrictions on foreign 
employment. In late March 2022, about 28% of US fi rms 
surveyed stated that they had reduced their foreign staff  
in China due to COVID-19 restrictions by more than 20% 
since the beginning of the pandemic, and another 13% 
of fi rms by between 10% and 20%. About 44% of com-
panies expected a further loss of foreign staff , if “current 
COVID-19 restrictions remain in place for the next year” 
(AmCham China and AmCham Shanghai, 2022).

In line with the general decline in the number of foreigners 
in China, the reduction in the number or share of foreign 
employees in many Western companies in China did not 
just start with the pandemic. According to the German 
Chamber (2021), for example, the average percentage of 
foreign employees in German companies in China had 
been declining well before the outbreak of the pandemic, 
decreasing from 7.1% in 2016 to 6.3% in 2019 and further 
to 5.4% in 2021. When asked about the reasons for re-
placing foreign employees with local employees, 30% of 
responding fi rms named COVID-19 visa restrictions and 
26% the visa process in general. However, also about 
60% of responding fi rms named the wage level, about 
37% better business contacts and 35% (high) qualifi ca-
tions of local employees (German Chamber, 2021).6

6 About one quarter of respondents named the Individual Income Tax 
(IIT) reform, which was planned to take eff ect on 1 January 2022, but 
was postponed by two years in December 2021. The reform stipulat-
ed the elimination of tax exemptions for certain benefi ts for foreigners 
(e.g. for housing expenses, children’s education expenses, language 
training expenses and home leave expenses), which would have re-
sulted in larger tax liabilities for many foreign employees.

Given the diffi  culties that companies currently encounter 
in attracting and retaining foreign employees, the decline 
in the number of foreign employees will likely continue. 
And as the reasons for these diffi  culties are not limited 
to pandemic-related restrictions, the decline is likely to 
continue even after a (future) lifting of these restrictions. 
According to the European and American companies sur-
veyed, those reasons include the unwillingness of quali-
fi ed candidates to relocate to China, high expectations of 
salary or high costs of living and payroll costs, a lack of 
aff ordable, quality education for children, poor air quality, 
internet/media restrictions, and importantly in the case 
of American companies also bilateral tensions and geo-
political concerns (European Chamber, 2021a; AmCham 
China, 2022).

Despite COVID-19-related travel restrictions and increas-
ing diffi  culties in retaining and recruiting foreign profes-
sionals to support their business operations in China, 
Western companies surveyed generally continue to view 
China as a key market and an attractive investment loca-
tion for the near future. In autumn 2021, almost half of Brit-
ish companies surveyed and a large majority of US and 
German companies planned to increase their investment 
in China over the next year or two (British Chamber, 2021; 
AmCham China, 2022; German Chamber, 2022).7 Rather 
than reducing their China engagement, many companies 
have apparently responded to the challenges by further 
increasing their localisation eff orts. For some time now, 
the majority of European companies operating in China 
have been producing in China primarily for the Chinese 
market and have increasingly been relocating their pro-
curement (supply chains) and in some cases also their 
R&D for the Chinese market to China (European Chamber, 
2021b). In recent years, many companies have further in-
tensifi ed their localisation eff orts to cope with economic 
and technological decoupling tendencies spurred by po-
litical tensions between China and mainly the US but also 
Europe (European Chamber, 2021b; German Chamber, 
2022). COVID-19-related travel restrictions appear to have 
reinforced this localisation trend by (further) increasing 
local sourcing and local R&D activities, and transferring 
technical and operational know-how and decision-mak-
ing power to the Chinese subsidiaries (German Chamber, 
2022b).

7 The Omicron outbreaks and subsequent strict lockdowns in Shang-
hai and several other Chinese provinces in spring 2022 seem to have 
soured the investment plans of US companies in China, however. By 
end of March 2022, 17% (29%) of the respondents to a small-scale 
survey of American companies in China stated that the recent Omi-
cron outbreak led to a decrease (delay) of planned investments. 
About 50% of companies said they would reduce investments if the 
current COVID-19 restrictions remain in place for the next year (Am-
Cham China and AmCham Shanghai, 2022).
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Overall, the survey results suggest that the replace-
ment of foreign by local employees is in part a natural, 
effi  ciency-enhancing process, in which Western fi rms 
take advantage of the growing reservoir of highly qualifi ed 
Chinese workers with well-established local connections 
to reduce (labour) costs and leverage the specifi c knowl-
edge and connections of local workers. The results also 
suggest, however, that many companies are being forced 
to accelerate this process – beyond what they consider 
optimal – due to signifi cant diffi  culties in attracting and 
retaining foreign employees. In this case, the (forced) re-
placement of foreign experts by local talent may lead to 
substantial effi  ciency losses, e.g. in terms of international 
coordination and knowledge transfer within the multina-
tional company. Although the number of foreign employ-
ees in Western companies in China is generally relatively 
small, they usually hold critical positions that require spe-
cial skills, and they are of great importance in terms of 
corporate culture and the diversity of views in decision-
making processes (European Chamber, 2021a).

Implications for the Chinese economy

China’s long-term development goal as emphasised in 
the 14th Five-Year Plan for 2021-2025 is to promote high-
quality development that should be innovation-driven 
and predominantly fuelled by the Chinese domestic mar-
ket. Two cornerstones of this new development strategy 
thus are: fi rst, promoting China’s self-reliance and self-
improvement in science and technology, and second, 
strengthening China’s domestic economy and promoting 
self-contained domestic supply chains (Bickenbach and 
Liu, 2021).

The observed increase of local sourcing and local R&D 
activities of Western companies over the past years and 
the amplifi cation of these localisation trends by the COV-
ID-19-related travel restrictions may, at least on the sur-
face, be in line with the goals emphasised in the Five-Year 
Plan. Other consequences, however, run rather counter 
to the stated goals of the Chinese leadership. The loss 
of foreign experts and China’s reduced attractiveness 
to foreign talent as well as a decrease in knowledge ex-
change with headquarters abroad that was observed by 
many Western companies (e.g. German Chamber, 2022) 
are expected to have a negative impact on China’s inno-
vation capacity and development. This will be felt not only 
by foreign companies operating in China but also by do-
mestic Chinese companies and the Chinese economy as 
a whole, including through reduced knowledge spillovers 
and learning eff ects.

In several key areas, Chinese companies are currently 
still far from the technological leadership that the Chi-

nese government seeks. The desired greater self-reliance 
in science and technology therefore does not mean that 
China does not want (or need) to continue to benefi t from 
foreign knowledge. In addition to an increased promotion 
of its own research and innovation, China will continue to 
seek knowledge and technology transfers from abroad. 
According to the Five-Year Plan, China plans to increase 
its eff orts to attract technology-leading foreign compa-
nies and their research activities, as well as foreign scien-
tifi c and technological talent. In addition, Chinese direct 
investment abroad and targeted acquisitions of leading 
foreign companies in knowledge- and technology-inten-
sive industries are also likely to continue to be pursued 
(Xia and Liu, 2021).

Similarly, China’s aim of strengthening the domestic mar-
ket and promoting self-contained domestic supply chains 
should not be interpreted as a general retreat from pro-
moting foreign trade and investment. The Chinese gov-
ernment also aims to further strengthen China’s position 
as a leading trading power and to foster its development 
towards a manufacturing superpower. For many specifi c 
technologically and qualitatively demanding (intermedi-
ate) products, companies in China are currently still de-
pendent on imports and suppliers from outside China. 
China will therefore further need foreign trade and invest-
ments and the transfer of foreign knowledge to achieve 
its goals.

Worldwide, the COVID-19 pandemic and governments’ 
policies to contain the disease have led to a sharp de-
cline in international trade and foreign direct investment 
(FDI) in the fi rst half of 2020. Due, in particular, to a rela-
tively successful containment of COVID-19 infections in 
China, the Chinese economy recovered earlier than many 
other economies. China thereby contributed substan-
tially to the recovery of global trade and foreign invest-
ment fl ows, which surpassed their pre-pandemic levels 
already in 2021 (UNCTAD, 2022a, 2022b). Now, there is a 
serious risk, however, that the further development of the 
Chinese economy and particularly its foreign trade and 
investments will be impeded by China’s continuing travel 
restrictions and recurring lockdowns, and in a more long-
term perspective by a continuing decline in the number of 
foreigners in China.

While the negative short-term economic eff ects of the 
strict travel restrictions and lockdowns are already ap-
parent (NBSC, 2022), it is still too early to empirically as-
sess the longer-term economic impact of fewer foreigners 
living in China. The general literature on the relation be-
tween immigration and trade, investment and innovation 
clearly suggests, however, that the reduced number of 
foreigners in China is likely to have a negative impact on 
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China’s foreign trade and investment as well as on its in-
novation and growth.

A large number of empirical studies have clearly con-
fi rmed that international migration and the presence of 
foreigners increase international trade and FDI (Hatz-
igeorgiou and Lodefalk, 2021).8 Immigrants boost de-
mand for products or services from their home country, 
which is satisfi ed by increased imports or by companies 
from the migrants’ home country that invest and produce 
these products in the migrants’ host country. In addition, 
and more importantly in general, migrants can facilitate 
and promote international trade and investment by reduc-
ing information and transaction costs. They can provide 
information about products, preferences, business prac-
tices, etc. in foreign markets, improve communication 
between host and home countries, or reduce the costs 
and uncertainties of negotiating and enforcing contracts 
between trade or investment partners in the two countries 
(Hatzigeorgiou and Lodefalk, 2021; Cuadros et al., 2019). 
Overall, the relevant empirical literature confi rms signifi -
cant positive eff ects of immigration on both bilateral trade 
(imports as well as exports) and bilateral FDI (inward as 
well as outward FDI) between migrants’ host and home 
countries (Hatzigeorgiou and Lodefalk, 2021). As for 
the relevance of personal characteristics of migrants, it 
seems that it is mainly migrants’ occupations rather than 
their education levels that determine their eff ect on trade 
and FDI. In particular, migrants in occupations that are 
more closely related to business decisions, such as man-
agers and, to a lesser extent, professionals seem to have 
a positive impact on trade (Martin-Montaner et al., 2014) 
and FDI (Cuadros et al., 2019).

International migration is generally also advantageous for 
fostering innovation in the host countries (Breschi et al., 
2016; Venturini et al., 2018). High-skilled immigrants bring 
with them skills and knowledge that are generally in high 
demand in the host countries and provide complemen-
tary inputs that are crucial for knowledge creation and 
innovation (Stephan and Levin, 2001). Their diff erent cul-
tural backgrounds increase local cultural diversity which 
fosters creativity and has a positive impact on patenting 
and innovation and entrepreneurship, especially in knowl-

8 Most of the studies on the relation between immigration and trade 
and immigration and FDI relate to the eff ects of immigration to North 
American or European countries. The validity of the results for immi-
gration to China is therefore empirically still an open question. From a 
theoretical perspective, however, the trade and investment promoting 
eff ects of migrants are expected to be larger for countries that are 
less similar culturally and for less developed countries, where institu-
tions are weaker and doing business with foreigners entails a higher 
degree of insecurity. Migrants may therefore be expected to have a 
particularly large impact on Western companies’ trade and invest-
ment relations with China.

edge- or technology-intensive sectors (e.g. Rodríguez-
Pose and Hardy, 2015; Niebuhr, 2010). The generally 
more risk-loving attitude of migrants (Huber and Nowotny, 
2020) is an additional feature favouring the uptake of in-
novation and entrepreneurial activities. The presence of 
foreign managers and experts in the local subsidiaries of 
foreign multinationals facilitates an international know-
ledge transfer within the multinationals and increasing 
productivity in the subsidiaries (Golob Šušteršič and Zajc 
Kejžar, 2019), which may then spill over to local fi rms par-
ticularly with increasing localisation of R&D activities of 
the multinationals.9

In light of these general fi ndings, fewer foreigners living in 
China may mean that China misses opportunities to fur-
ther intensify its international engagement via trade and 
investments, to speed up innovation and to achieve its 
ambitious growth and development goals.

Conclusions

In several Chinese provinces, including some of its most 
international ones like Beijing and Shanghai, the number 
of immigrants has declined in 2020 compared to 2010. 
Over the more than two years of pandemic-related travel 
restrictions, the number of foreigners crossing China’s 
border has decreased dramatically and the number of 
foreigners permanently living in China has further de-
clined. Given the continuation of strict COVID-19 restric-
tions, China’s selective and still quite restrictive migration 
policy, and the increasing resentment among the public 
toward foreigners, the number of foreigners living in China 
may well decline even further in the future.

The travel restrictions and declining foreign workforce 
have posed huge challenges for both Western multina-
tionals operating in China and the Chinese economy as 
a whole. Many multinationals appear to have responded 
to these challenges by further increasing their localisa-
tion eff orts, partially rather out of necessity and at the ex-
pense of fi rm performance. For China as a whole, the de-
clining number of foreign experts means that the country 
may miss opportunities for benefi cial foreign trade and in-
vestments as well as technology transfer and innovation, 
leading to losses in growth and development potential.

The eff ects of China’s declining foreign workforce and 
foreign population more generally are not confi ned to 
the Chinese economy exclusively, however. They are ex-

9 Most of the studies on the migration-innovation nexus focus on the 
US and Europe as host countries. Findings from Bahar et al. (2022) 
suggest, however, that the positive innovation impact of internation-
al migration is not limited to the developed countries, but have also 
helped to increase innovation in emerging economies.
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pected to spill over to the world economy, above all, via 
its negative impact on international trade and investment. 
Europe, with its many companies operating in China and 
intensive trade and investment relations, is likely to be af-
fected particularly strongly. The “people-to-people de-
coupling” spurred by travel restrictions and the declining 
number of foreigners in China more generally could be-
come another amplifi er of the more general economic and 
technological decoupling tendencies between China and 
the West. And it will further reduce mutual understanding 
between China and the West not only in business but also 
in politics and society at large.
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