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Campetitive strategy for online choice of foreign production strategy

LIUB#n', CUIWen-tian', XIN Chun-lin’

1 School of M anagement X1 an Jiaotong Unwersity X7 an 710049 Chng
2 School of M anagement B eijng Un iversity of Chem ical Technobgy Beijng 100084 China

Abstract A fim must choose an appropriate way tomeet the demand of he foreign marketwhen it has deci-
ed to enter he breignm arket The enterng altematives which a fim can choose are exportng (EXP), lcen-
sing (LG), and foreign direct nvesiment (FDI). This paper develops an onlnemodel to the analyze optmal
onlne strategy where the ob jective is to m inin ize the cost ofm eeting the total demand of the fore zn m arket

The focus of the optinal onlne strategy is to detem ne the sv itch ng tin ng between entry modes Our results
show that the entry/ exit costs mcur a hysteresis phenanenon of sw iich ng between different entty modes The
magnitude of hysteresis band is nflenced by the differences of entry/exit costs and production costs betw een
the entty modes The insghts obtaned fium our analysis offer useful gudelnes for the decisbnmakers who
lack of internatbnal experence regard ng entring a lesserknown fore gn m arket

Key words foregnm arket entrymode online algorithmy campetitive ratio



