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With the globalization of economy and china entry into WTO, the
national enterprises are facing the huge pressure caused by the competi-
tion all around the world. How do they deal with multipoint competition
from multinational enterprises? How do they counteract and check the for-
eign competitors? In order to win the competition against multinational en-
terprises, the national enterprise should regard FDI as a strategic weap-
on. Though many enterprises from LDC have no advantages, they have in-
vested aboard. In the modern economic context where investment and
globe competition are dominant, FDI is strategic means of protecting and
increasing market share. Firms can crowd into world market and reserve
their market share through FDL

The main stream theory of the multinational enterprise is based in
imperfect markets, but it neglects strategic constraint and reaction among

firms. Because the firms are mutually interdependent, the behavior of the

$¢%%m$&$m$w%ﬁ$#i

firms will tend toward a pattern of action ~ reaction, move — counter-
move. In oligopolistic industries, firms tend to match each others invest-
ment moves in foreign countries to maintain their competitive balnace. The
strategy of firm is a separately identifiable explanatory variable of
FDI. The dissertation explicitly incorporates strategy related variables into
analysis framework of FDI and explains FDI in a rigorous way, consider-

ing the interaction between the agents and the possible attempts firms
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make to modify the structure of the industry and their position relative to
competitors. We discussed the following subjects by means of non — coop-
erative game theory: two — way relationship between FDI and competitive
advantage, FDI for the acquisition of technological knowledge, technology
innovation and FDI, intra — industry trade and cross investment, “ex-
change -~ of - threats” kind of FDI, FDI which firms from LDC make
in DC, the strategic role of FDI, FDI induced by the change of interna-
tional economic environment, the strategic cause of M&As and so on.

The conclusion of this dissertation can be summarized as follows:

Firstly, FDI is not only the instrument by which firms exploit their
competitive advantages inherited from the past, but also the process in
which firms create and acquire competitive advantages. FDI is a important
developing strategy, which means that firms can grow and expand in the
process of international operation. Firm can enter the foreign market with
the aim of acquiring knowledge of market structure, of competitors and
technologies, that will permit the future consolidation of its own capacity
to compete and grow. In brief, FDI can and should be seen as a form of
dynamic competition, not as a pure decision regarding the optimal alloca-
tion of existing resources.

Secondly, monopolistic advantage is an important factor of FDI, but
it is neither necessary nor sufficient for FDL. Strategy per se is a explana-
tory variable for FDL Strategic interaction may generate FDI even in the
absence of any firm — specific advantages, that is to say, FDI may be a
outcome of some games, so firms motivation of FDI is based on the behav-
ior of rivals as well as OLI - related factors. In conculsion, Strategic ac-
tion and reaction of firms may affect FDI decision.

Thirdly, FDI play a strategic role in oligopolistic competition, for
example, firm can used it to raise competitors”cost. In particular, it may

deter entry by competitors and obtain monopoly profits. By preempting the
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local market through FDI, firm can influence competitors “ action and
change the equilibrium outcome, thus protect and raise its market power.

Fourthly, Globalization is creating intense business pressures, and
for many firms, the quest to survive and prosper in the global market has
been the paramount strategic driver of the accelerating boom in cross -
border mergers and acquisitions ( M&As) . In some conditions, exports
are dominant strategy over green — investment, but they are inferior strate-
gy relative to M&As.

Fifthly, The business enterprise in our country hases already lost the
opportunity to create competitive advantage in the closed local market,
this mean the prior condition of traditional Multinational theory is disap-

pearing, therefore, FDI should pay more attention to the strategic motive.

Key words: FDI Competitive Advantage Strategic Interaction

Non - cooperative game cournot competition M&As
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