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Defining …FDI





Benefits of FDI





Theories of FDI







FDI …..REASONING



Why Export and Import May Not Suffice 
• Advantages to locate production in another country 

– As opposed to exporting 

Why Wholly-Owned FDI? 
• Market Failure

• Internalization Theory

• Appropriability Theory

• Freedom to Pursue Global Objectives 

Acquisition versus Greenfield
• Acquisition

• Greenfield Investments

• Leasing 



Alternatives to Foreign Expansion 
Figure 15.2  Foreign Expansions: Alternative Operating Modes



Why Collaborate in International Markets?
Figure 15.3 Collaborative Arrangements and International Objectives



Factors to Consider in Collaborative Arrangements 

• Trade offs and Limitations

• Alliance types

– Scale alliances

– Link alliance

– Vertical alliance

– Horizontal alliance

• Prior company expansion

• Compensation



Types of Arrangements

• Licensing

• Franchising

• Management Contracts

• Turnkey Operations

• Joint Ventures

• Equity Alliances



Types of Arrangements
Figure 15.4 Collaborative Strategy and Complexity of Control

Source: Based on Shaker Zahra and Galal Elhagrasey, “Strategic Management of International Joint Ventures,” 
European Management Journal 12:1 (March 1994):83–93. Reprinted with permission of Elsevier.



Reasons for Collaborative Failures 
• Why do collaborative arrangements fail?

Considerations for Success 
• Things to consider for Collaborative Success



Country Attractiveness/Strength Matrix 
Figure 15.5  Country Attractiveness/Company Strength Matrix
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