a. ldentify IKEA’s motives for establishing manufacturing facilities in Poland.

- Low labour cost (make 90% of national average pay per month)

- Extensive forest resources: 14% of the wood used in IKEA factory comes from
Polish State Forests).

- Many IKEA manufacturing firms are located in Poland

- Land prices are relatively low

- Local authorities attract companies from wood industry invest in Podlaskie

b. How can Dunning’s eclectic paradigm of international production be applied to explain
IKEA’s FDI in Orla / Poland?

Ly thuyét chiét trung: cac cong ty sé thwc hién dau tw trye tiép nuwdc ngoai khi hoi du ba
loi thé. D6 la loi thé vé dia diém (yéu td dau vao ré hon), loi thé vé s& hiru (cong nghé,
ban quyén, thwong hiéu...) va loi thé ndi hoa (wu thé dat dwoc do viéc ndi hod hoat
dong san xuét thay vi chuyén né dén mét thi trworng kém hiéu qua hon, VD chi phi giao
dich théng qua FDI thp hon cac hoat ddng xuat khau, hop ddng dac quyén,......), chi
khi hoi tu ba loi thé nay méi lam cho thj trwérng do tré nén hap dan cac nha dau tw.

- Ownership advantage (O): abundant wood resources

- Location advantages (L): Government encourage firms from wood industry invest
in Poland, nam gan 1 trong nhirng thi trwdng 1&n nhat chau au

- Internalization advantage (1) _ ngwoc v&i outsourcing

c. What is the role of IKEA'’s investment in Orla for the development of the region?
Discuss direct and indirect effects of the investment.

- Role of IKEA’s investment in Orla:

+ Constructed new many factories => Created several new jobs (in Orla
commune and in Podlaskie region) (270 workers employed at IKEA’s
factory in Orla and 90% of the workforce comes from the Podlaskie
voivodship) - Trwéc dé ty 1& that nghiép cao (high unemployment rate) =>
Sau tao ra nhiéu viéc lam hon ngay tai dia phwong

+ Improve skills and experience of Orla employees ( New employees
working in the production line were sent to Diffenbacher in Germany for
training. Those were lack of workforce trained and incapable of operating
high technology machines)

+ Raise the ranking of Polish communities in terms of tax income per
inhabitant (from rank 423 in 2011 to rank 45 in 2012). [This additional
income will be spent on investments in water pipes and sewage water
systems, renovation of a water treatment plant and development of the
roads system. - dung dé& dau tw nang cao csvc & dia phwong)]

+ Resource transfer effects (capital, technology and managerial skills; By
using FDI, the country can achieve a current account surplus (where
exports are greater than imports) and reduce current account deficit
(where imports are greater than exports). (Hill, 2005)] Tuy nhién cling gay
ra 6 nhiém MT

+ Environmental Challenges: toxic emissions released from the process 0
wood manufacture and polluted nearby rivers
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+ Boost local economic enhance

- Direct and indirect effects of the investment
+ Direct effects:

Criteria Direct Effects Indirect effects
New working places throughout
linking with suppliers and
Quantit Capital inflow, create more job, |buyers, boost others related
y reduce unemployment rate industries
Labour market effects (wages
and labour mobility)
Contributing to productivity Transfer effects: sharing
Quality growth, change in demand for |experience, technology,
labour skills management skills
. New better working places in .
Location gp Environmental problems

the industries

Spillover effects: Hiéu trng lan téa
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