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Abstract

Abstract

Naturally, there is no difference between the foreign direct invest-
ment of the transnational enterprises and their domestic direct invest-
ment. The foreign direct investment of the transnational enterprises can
be analyzed with the theoretical model established in this essay. The
theoretical model is of a three — floor tower frame, consisting of stationa-
ry model and dynamic model. The top floor of the model is the ultimate
objective. It pointes out that the ultimate objective of the foreign direct
investment of the transnational enterprises is to seek the maximum do-
mestic and overseas net profits. The middle floor of the model is the di-
rect objective. It elaborates that the transnational enterprises can realize
their ultimate objective only by achieving the direct objective which is
minimum cost, minimum tax, maximum price and maximum market
sales. The third floor of the model is the affecting factors. It explains the
domestic and overseas affecting factors to realizing the direct objective of
the transnational enterprises. It composes of the internal and external
factors of the transnational enterprises. Based on the analysis of the real
situation of the affecting factors, to consider and make judgment whether
the direct objective can be realized and by which way to realize it, what
the expected domestic and overseas net profits will be after realizing the
direct objective, and then choose whether or not and how to implement
foreign direct investment. This model can apply to any enterprises, do-
mestic and foreign, big and medium or small, productive and service.
This model can reasonably explain variety of direct investment of the
transnational enterprises and has explicit policy implication.

The transnational enterprises can achieve profits from foreign direct
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investment only after they have the competitive capability for foreign di-
rect investment. This essay initially proposes and defines the concept of
“the competitive capability for foreign direct investment”. It defines the
competitive capability of the transnational enterprises as the capability of
being able to smoothly make foreign direct investment and start produc-
tion operations, of being able to enjoy lasting and sustainable develop-
ment to achieve good benefits in the unstable or stable overseas situa-
tion. It is a summing — up of varieties of intrinsic capabilities of the en-
terprises. The competitive capability for foreign direct investment of the
transnational enterprises is the capability that the enterprises possess be-
fore they make the investment and can last for a certain period of time.
This essay analyses the general characteristics of the competitive capa-
bility for foreign direct investment of the transnational enterprises, and
further analyses the elements of the competitive capability for foreign di-
rect investment of the transnational enterprises. The essay also studies
the methods of evaluating the competitive capability for the foreign direct
investment of the transnational enterprises.

The next question for the transnational enterprises which have the
intention of making foreign direct investment and possess the competitive
capability for foreign direct investment is the choice of location for inves-
ting. The essay believes choosing location for investment is upon the in-
tention of the direct objective of the foreign direct investment of the
transnational enterprises, the status of the competitive capability of the
transnational enterprises, and the major environment of the target coun-
try or region for investment. The essay analyses the major environment
factors which affect the choice of location for investment. It conducts
case analysis of the location choice for investment of the transnational
enterprises across the world, and explores the simple methods of choo-

sing location.



. Abstract

The choice of Green Investment or of Cross — border Mergers & Ac-
quisitions is due to the comparison between the general costs and general
profits of the two methods. Some external factors surely will affect the
choice. Based on the theoretical analysis, the essay conducts case anal-
ysis of the entry of foreign direct investment of the transnational enterpri-
ses worldwide, and also studies the pricing of the enterprises when Mer-
gers & Acquisitions occur.

The foreign direct investment of the transnational enterprises is
faced with the external risks as well as the internal risks of the enter-
prise. The essay analyses and explains the major internal and external
risks, and proposes some protective measures against the investment
risks.

After establishing the theoretical model of foreign direct investment
of the transnational enterprises, the competitive capability for foreign di-
rect investment, the choice of location for foreign direct investment, the
mode of entry for foreign direct investment, and the risks of foreign di-
rect investment and the protective measures, and by using the analysis
model, the essay analyses the foreign direct investment in China and the
foreign direct investment of Chinese enterprises. The purpose of such
case study is to study and research the current problems in China to
make some valuable suggestion for policy making, but also to support
and verify by actual cases the theoretical analysis model proposed in this

essay.

Key words: transnational enterprise, foreign direct investment, theo-
retical model, the competitive capability for foreign di-

rect investment, choice of counter — measures
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