Chapter 7 Foreign Direct Investment
222-3 Starbucks
230 Form of FDI
235-8 Why FDI? 

Question: focus on chapter 7, and a little about of the chapter 8
CHENA Inc. (China electronic new automobiles)
China has been sell electronic vehicles to Canada.
The number of electronic vehicles in Canada over 5 years is 100, 800, 1800, and 2900.
What alternatives are open to china to increase further involves in Canadian economics?
One of the alternatives is the forms of FDI.
a. Increasing the exports.
b. License my technology to atom retails  
c. Join a venture, 
d. Join merger, or acquisition of company for those existing company.
e. Make green filed investment.
f. Buyout.
Of course, I have to define the definition of those terms.
What are the benefits and disadvantages? ---- P235-8 the pros and cons from why FDI.
b. Problem with exporting more?—why Toyota so slow getting to china? Because they thought Chinese people won’t buy their cars due to the past, but they actually over-worried about this concern. Therefore, the Toyota delays so much to get into china market. How does Toyota advertise in USA? They made the special cars for the USA market.
c. license problem？e.g. the TV technology came from Canada is used in Japan, and then Japan has much more better technology than CA has in later. Licensing cannot be reduplicated. It is fast as the advantage. But you cannot control the marketing.
d. merge, join a venture. You are not in charge of marketing or accounting, as well as losing the control because of globalization. But it is also another fast way.
e. Greenfield. It is very risky, especially in north America, because you always over-budget.

Chapter 10 
The really big questions:
1. How to manage the global economy?
2. Can crisis be avoided?
3. What are the quicker and oc-ordinated response to crisis?
The one relative health country is china. Because if other contries economy crisis, china will decrease will continu because it heavily realies on the exports.
· Serious economic and financial strisis quite common over the past 2 decades
· IMF maangemetn controversial critiscisms of “washington consensus”
E.G. Stiglze
- recent (2008) crisis most serious and widespread i.e. global since the Great recession. 

The most recent crisis enormously costly
a. Unemployment (disguised, discouraged)
b. Loss of wealth
c. Precarious fiscal picture of most countires (states, local, government)
d. Seback to globalization, trade friction

USA, China, Japan, UK,etc collectively the most widespread and biggest fiscal effort to prevent full-blown depression, but need for new ways of co-opration evident. G-20.
Iceland is the only country that did not spend lots of money to rescure their banks.

Reform of IMF
Regional IMFs?
Country autonomy, sovereignty
World’s economies more interdependent
New regulations, banks’ capitalization, transparency, control over leveraging
Exchange rate instability
Role of monetary policy
Co-ordinate of monetary policy
A special (new) less-developed countries’ focused IMF
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Question 
Describe and comment on the various levels of integration between countries? Chapter 8 -P263
	Levels
	Description
	Comments

	Free trade agreement = free trade area
	Fair trade in goods and services
	Lowest level, it is not free but fair.

	Free trade areas - FTA + common external trade police - CTP = Customs union - CU
	
	

	Custom union + free flow of production = Common market-CM
	
	Very rare
Another *

	Common market + common currency=economic union 
	
	Country loses the control of currency because of the common currency, such as Europe.

	EU + Common government = Political union
	United state of unions, but for Europe, it hope to become united state of Europe 
	

	
	
	


Notes from textbook in P-263

1. In a free trade area, all barriers to the trade of goods and services among member countries are removed. In the theoretically idea free trade area, no discriminatory tariffs, quotas, subsidies, or administrative impediments are allowed to distort trade between members. However, each country is allowed to determine its own trade policies with regard to non-members.

2. Customs union is one step further along the road to fill economic and political integration. It eliminates trade barriers between member countries and adopts a common external trade policy. Establishment of a common external trade policy necessitates significant administrative machinery to oversee trade relations with non-members. 

3. Like a custom union, the theoretically ideal common market has no barriers to trade between member countries and a common external trade policy. However, the common market also allows factors of production to move freely between members. Labour and capital are free to move because there are no restrictions on immigration, emigration, or cross-border flows of capital between member countries. Establishing a common market demands a significant degree of harmony and cooperation has proven very difficulty.

4. An economic union entails even closer economic integration and cooperation than a common market. Like the common market, an economic union includes the free flow of productions and factors of productions between member countries and the adoption of a common external trade policy. However, a full economic union also requires a common currency, harmonization of member’s tax rates, and a common monetary and fiscal policy. Such a high degree of integration demands a coordinating bureaucracy and the sacrifice of some national sovereignty to that bureaucracy. This type of economic integration does not really exist, but the European Union is the closer one. E.G. the European Union is an imperfect economic union since not all members of the European Union have adopted the euro, the currency of the EU, and differences in tax rates across countries still remains.

5. Being political union would address the issue arose by being economic union of how to make a coordinating bureaucracy accountable to the citizens of member nations. It represents the potentially most advanced form of integration with a common government.

Where to go is the biggest problem for most international companies.
The signal most important material for corporation
· Management of control 
· Human material 
· Transformation – production 
· Finding the distribution of goods 
Total quality management (TQM) – it is ignore in USA, but not being ignored in Japan.

Q：should the firm maximize its quality？ 
No. it should optimize, optimization is less than the maximization. The higher quality would take you additional costs. You want to take too much to get possible quality. You as the firms only seeks for a optimal quality.

Q: where should the firms go, pick out one country?
a. Culture – chapter 3
b. Chapter 1,2 – political 
c. Production of costs. The lowest relevent cost is in developing countires. China is not the one with lowest labour costs in all goods. The international countreis go out side of china
d. Global fixed costs –
e. Labour policy of the country – china is executive and low labour cost, because china has no unions. Government did not allow the effective unions. 
f. infrustration Highway, high promoted place in China, well designed airports in many places, such as Shanghai, Beijing. Infrustration is most attractive factor for most companies seeking for place, especially for the manufacture companies. 
