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Abstract

This thesis is the research result of a subsidiary project of Professor Mao
Yunshi's research project. This project is Multinational's Strategy and Activities in
China, which is sponsored by National Natural Science Foundation of China (2002-2004,
Approval Number 70132010).

This paper presents a study of sourcing strategies adopted by multinational
corporations in China. Sourcing strategy generally refers to the ways and approaches
employed by enterprises in acquiring inputs for production. Previous studies on
sourcing strategies of multinational corporations in China are very limited. This study
shows that sourcing system of multinationals in China has been in shape and
relatively completed. A vertical integration strategy for investment projects in China
has been realized and production plants have been set up in inland China; The
degree of control over the frontend enterprises raised through expanding stock or
founding wholly foreign—owned subsidiaries; Purchasing or merging matching Chinese
enterprises; Actively fostering and helping local suppliers; Strengthening cooperation
with other foreign—funded enterprises in China; Introducing collaboration between
Chinese components and raw materials operations with foreign suppliers; To set up
purchasing centers in China for the purpose of expanding purchases; To continue to
utilize overseas resources in global sourcing; To set up R&D centers providing

technical support for matching enterprises; To enhance business integration in China
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through its regional headquarter in order to ensure a coordination among the sourcing
, development of products, R&D, and sales; Integrate sourcing in China into the
global sourcing system; To formulate an enterprise governance model which is
compatible with its sourcing strategy; To improve sourcing system by fully utilizing
modern information technology and computer technology.

Previous studies focused on explaining sourcing strategies by analyzing the
strategic factors affecting the subsidiaries of multinational corporations. This study
found that four factors determining sourcing strategies in China: the self-strategy of
multinational corporations, special factors in international environment and Chinses
environment, features of industries and specific factors of enterprises as well as effect
of technological progress. Each aspect embodies many specific factors and each factor
has a variety of natures.

Multinational corporations have obviously gained efficiency from sourcing in
China. Their manufacturing and market penetration has risen up. Costs for sourcing
in China are lower by 20%-40% than the world average. They can also fully use all
kinds of resources in China.

In this research, we find that multinationals have required matching enterprises
or suppliers in various ways. Chinese firms are required to meet the preceding needs
and strive to be involved in the sourcing system of multinational corporations. On the

other hand, they have to participate actively in sourcing competition.
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