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Introduction
A foreign-owned subsidiary company is a corporation controlled by a parent company outside of the country where it is based. The parent company has significant ownership of the voting stock. There is a lot of potential market expansion when it comes to BRIC countries and the Middle East which have prompted many businesses to focus on oversee markets. This is to boost expansion through an increase in sales. Subsidiary companies have been seen as the best option through which this can be achieved even though it is faced with a lot of hurdles ranging from the difference in legislation to taxation systems. However, regulations involving entry of new businesses is always a hindrance in some cases where there is a lot of bureaucratic approach to these strategies (Moeller et al., 2013). This paper offers a discussion exploring and showing the feasibility of establishing a subsidiary rather than exporting. Disadvantages and advantages of the same are given with reference to China which is the example country chosen.
Reasons why it is Feasible to Establish a Subsidiary in China Rather than Keep Exporting
It is feasible to establish a subsidiary in the foreign country rather than to keep exporting. Establishing subsidiaries removes the consistent export costs involved in exporting the finished goods. Furthermore, there is a limit on the number of goods and services that one can export in a country which limits the market accessibility. Therefore it is better to set up subsidiary which would work to expand the market further. Even though a lot of regulations are involved in the process of setting up the subsidiary, it is a onetime process which helps in avoiding the repetitive nature of requirements in exportation (Moeller et al., 2013). The issues of delay and inconveniences are, therefore, eliminated in the long run.
A subsidiary establishment is one strategy of expanding a market base in a better way compared to the exportation of goods. Some countries protect the local companies by imposing a high levy on the imported goods which shoots up their prices. This results in low sales even when the products are of better quality compared to the locally produced ones. A subsidiary is a better strategy for eliminating this and making sure the goods have a better chance in the foreign market. The host government also protects such a company due to additional benefits to the citizens' through the creation of jobs apart from the goods added to their market (Moeller et al., 2013).
The country, Research Customs, Cultural Issues and Risks
[bookmark: _GoBack]China is the most populated country in the world which makes it a better destination for the establishment of a subsidiary. The country has better opportunities for international investment even though there are a number of hurdles that one must be aware of before making any move. For instance, Chinese only allow one child per person due to the large population. When exchanging a business card, their customs requires you to do it with both hands and accept with a bow after which the card must be read as a sign of respect (Sheng et al., 2011). Failure to grasp such small customs would sabotage the whole business deal. A language barrier is also an area that stands since most of the people prefer Chinese as the local language. Therefore, setting up a subsidiary would involve sometime. Businesses in China thrive on relationship basis which is a risk that one has to consider. Any sabotage of a relationship can easily hurt the operation of a subsidiary in China (Sheng et al., 2011).
Advantages of Establishing a Small Subsidiary in China
Establishing a small subsidiary in China has some advantages. Access to new markets for the products and services is easier compared to when doing exportation. Subsidiaries offer a better opportunity for the products to reach other neighboring countries where the exporter has established a subsidiary. A wide market automatically implies better returns on the sales. This is possible especially if the company has better products or some technological advantage over the host country. Profits are bound to go high since most of those countries are not as competitive as US market (Porter, 2011).
Subsidiaries are bound to promote brand recognition due to the associated expansion of the market base. Whenever a product is produced in the host country, there is a lot of loyalty to the customers which make the product to sale the parent company in the foreign land. This is because customers get a view that the brand belongs to the country. However much there might be a long process of establishing a subsidiary, the overall production and manufacturing costs are lowered compared to exporting the products. Reduction in other export taxation happens which makes production process cheaper and thus reduces the overall cost of the products being sold resulting in a wide market coverage (Porter, 2011).
Access to better technical and regional knowledge is assured. Some countries such as China have a big workforce of well-trained technical experts which can be accessed through the establishment of a subsidiary. Therefore this is a better way of getting access to the better skills and expertise which may be lacking in the parent country. The costs of procuring such labour in the host countries are way below that involved if the need to import the same labour arises (Porter, 2011).  Furthermore, the business has an excellent opportunity to participate in the local economic opportunities which might make them benefit from local economic trends that may work for the parent company's benefits.
Disadvantages of Establishing a Small Subsidiary in the Foreign Country
Establishing this subsidiary might prove disadvantageous sometimes. The government in the host country might place restrictions to ensure most of the earnings generated remain the country which has an implication on the profit margins. Fluctuations in the tax rates also make it difficult for planning from the parent company point of view. This makes it hard to predict the product selling prices whose fluctuations might cause a fall in the output in terms of sales. In the case where the countries do not have a common trading currency, the changes in the exchange rates would also affect the company in a significant way (Lee & Song, 2012). Therefore, there is a lot of uncertainty because the economic conditions of the host country affect the subsidiary. Furthermore, other factors such as security and governance come in which might have negative effects on the company.
The subsidiary management has limited power in making decisions since the parent company does the control. This affects the company's operations since those in the foreign country have a better perspective of the market in comparison to the host company. This, in a way, affects the growth process of such a company since the process involved in making any decision is long and time-consuming (Lee & Song, 2012).
Conclusion
In conclusion, even though establishing a subsidiary is better than exportation, a lot of research needs to be conducted to pave for success. Different nations have different requirements in their laws which should be fully met before such deals can operate successfully (Eiteman et al., 2012). Furthermore, it is important to study and understand the various cultural differences in the environment that the subsidiary will be set up. This helps to avoid doing anything that might harm the business operation in the foreign country. Therefore, consideration of all the possible factors makes the whole process smooth and profitable.
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