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A Study of Almost no Foreign Investment in Wenzhou
Civilian-Run Enterprise Clusters

XIA Xiao-jun' WU Jian-ming®
1. Department of Business Administration ~Wenzhou Vocational And Technical College
Wenzhou 325035 China 2. Department of Public Teaching Wenzhou Vocational
And Technical College Wenzhou 325035 China

Abstract Wenzhou civilian-run enterprise clusters play an important part in the development of Wenzhou regional economy. By
the end of 2002 the production value produced by the processing manufacturing clusters had taken up over seventy three percent
of total industry production value of Wenzhou city. In the clusters civilian investment has been enlarged but foreign investment
declined. It shows some features the small sum the small monomer scale of the foreign investment-run enterprises the low level
of program and single source channel etc. Therefore the embarrassing situation in which there almost is no foreign investment has
appeared. There are a lot of factors causing such situation. The main reasons are the disadvantages of economy location the
faultiness of basic establishments the limitation of the economy hinterland the shortage and unbalanced structure of persons with
ability. Besides because the endogenous civilian investment takes a leading place foreign investment has been restrained in
competition. And in the civilian-run enterprises the main industry is light processing manufacturing with labor-intensive industrial
structure which has many disadvantages. In the clusters there exist the ideas of emphasizing practicality and paying attention to
the regional culture shared among the relatives This lead to lack of incentives to attract foreign investment among the enterprises
and the development of enterprises. At the same time there are other factors which block foreign investment for example
industry policy and system circumstance are not very good public services are not improved industry organizations are not in
standard government officials have close relationship with the enterprisers and so on. In order to improve such situation if the
civilian-run enterprises want to attract foreign capitals and meet the needs of international economy they should pay attention to the
development of regional economy changing a city along river to a modern seashore city widening the range of the city extending
the area of the city economy development exerting the location advantages introducing into education resources improving higher
education structure opening vocational training market and attracting foreign investment. Meanwhile the government should
encourage the civilian — run enterprises clusters to booster up self — innovation invest in research and development reform internal
mechanism improve the cluster consciousness build industry parks attract foreign capitals by many ways enhance their
competitive ability in the international market define industry policy according to the present and future situation during
paticipating in international specialization optimize industrial structure so as to upgrade the former clusters and form the new
clusters with a perfect industry structure. The government should also constitute some new policies and industry organizations exert
their comparative advantages conforming to the standard which perfect public services for enterprises clusters and improve the
circumstances of investment.

Key words civilian-run enterprise clusters foreign investment economy location industrial structure system circumstances
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