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Zhuhai China, 2004
Store in computer shopping mall

J. B. Anderson photo
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Investment in China is still proceeding!
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Control

More

Cash

Outlay

More

Control

Less
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Outlay

Strategic Intent Mode Of Entry Major Advantages Iss ues To Overcome 
 
 

Sourcing Or 
Distribution 

 
 

Alliance  
�  Licensee 
�  Contract 

manufacturer 
�  Sub-contractor 

�  Speed of entry 
�  Cost savings 
�  Cost effective 
 
 

�  Limited manufacturing control 
�  Intellectual property risk 
�  Middlemen costs 
�  Logistics issues 
�  Quality control 
�  Supplier develops market without 

Company ownership 
 

 
Market 

Assessment 

Representative office �  Speed of entry 
�  Inexpensive 

�  Commercial limitations 
�  Make or accept contracts 
�  Collect monies 
�  Issue invoices 
 

 
Import / Export 

(International Trade) 

Trading company or 
Foreign Invested 
Commercial Enterprise 
(“FICE”) 

�  Goods for import & export  
�  Location in free trade zone 
�  May now engage in 

domestic trade 
�  May hold import/export 

license 
 

�  Costs (required minimum capital) 
�  Cannot manufacture 
�  Cannot “add value” 

Manufacturing For 
Export And/Or 

Domestic Market 

Joint  venture �  “Traditional” route 
�  Speed of entry 
�  “Buy” market share and 

contacts 

�  Relationship problems 
�  Intellectual property risk 
�  Market risk 
�  Development of supplier 
 

 
Manufacturing For 

Export And/Or 
Domestic Market 

Wholly Foreign Owned 
Enterprise (“WFOE”) 

�  Build 
�  Buy 

�  Control of manufacturing, 
quality & customers 

�  Tax advantaged 
�  Location in free trade zone 

�  Longer entry time 
�  Costs (required minimum capital) 
�  Sales and employee risks 
�  “Corporate” resources required 
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Mode 

Minimum 
Capitalization 

Required 

 
Funding 

Mode 

 
Financial 
Benefits 

 
Other  

Benefits 
Equity 
Joint 
Venture 
 

 

�  Depends on 
% of 
ownership 

�  Cash 
�  Equipment 
�  Technology 

Transfer 

�  Lower price 
of Entry 

�  Market Access 

Greenfield 
 
(WFOE or 
FICE) 

�  USD $250 K 
and up 

�  Cash 
�  Equipment 

�  Income Tax 
Relief 

�  Export 
Credit 

 

�  Customer and 
Manufacturing 
Control 

Acquisition 
(as WFOE) 

�  Negotiated 
Price 

�  Equity or 
Contractual  

�  Cash 
�  Equipment 
�  Technology 

Transfer 

�  Income Tax 
Relief 

�  Export 
Credit 

 

�  Market Share 
�  Market Access 
�  Take Out 

Competition 

 
 
Wholly 
Foreign 
Owned 
Enterprise  

Acquisition 
(Domestic 
Company) 

�  Negotiated 
Price 

�  Equity or 
Contractual  

�  Cash 
�  Equipment 
�  Technology 

Transfer 

�  Export 
Credit 

�  Market Share 
�  Market Access 
�  Take Out 

Competition 
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