
Understanding Foreign Direct 
Investment And How To 
Optimize It For Your Business



Introduction

Foreign direct investment (FDI) is 
an investment made by a firm or 
individual in one country in business 
interests in another country, in the 
form of either establishing business 
operations or acquiring business assets 
in the other country. 

FDI

2Work-Life Balance Checklist

Growing your business can go beyond expanding a product or service line as a business owner. 
Expansion and growth can come in many shapes and sizes, one of those lanes being foreign direct 
investments (FDI). Foreign Direct Investment or FDIs can be a great way to expand your business and 
reach new markets meaning new customers and clients. With foreign direct investments, there are 
many opportunities and advantages, but it is important to ensure you understand the ‘how’ of FDI.  
 
Yes, there are a lot of great opportunities, such as having access to a wider talent pool, gaining a 
competitive edge, and increasing your bottom line. With all the opportunities, it is equally important 
to do your research and understand the risks involved. As with any business decision, you need to 
have a solid plan before making any investments. What are your goals for the FDI? How will you 
measure success? What are the potential risks, and how will you mitigate them? A clear plan will help 
you make the best decision for your business.  
 
Here is EmPower HR’s Guide to understanding foreign direct investment and how to optimize it for 
your business.

What is Foreign Direct Investment (FDI)?

There are a number of benefits that can be derived from foreign direct investment. Perhaps the 
most important is that it can boost the local economy by creating jobs directly within the investing 
company and indirectly in supplier and ancillary industries. In addition, FDI can lead to the transfer of 
important skills and knowledge and the introduction of new technologies. As a result, host countries 
can experience significant economic growth and development as a result of foreign direct investment.
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How does Foreign 
Direct Investment 
(FDI) Work?

While there are a number of benefits that can be derived from foreign direct investment, there are 
also some potential drawbacks. One of the most significant is that it can result in a loss of sovereignty. 
The investing company may seek to exercise control over the country’s economic and political policies. 
In addition, FDI can also lead to increased competition from multinational corporations, which can put 
pressure on local businesses. As a result, it is important for countries to carefully consider the benefits 
and risks of foreign direct investment before welcoming it.

Foreign direct investment (FDI) occurs 
when a company invests directly in a 
foreign country. This can be done through 
establishing a new business or acquiring 
an existing organization. Several reasons 
a company might choose to do this 
include seeking new markets or access 
to raw materials. FDI can also bring new 
technologies and management practices to 
a company.

FDI can have both positive and negative effects on a country. On the positive side, FDI can bring new 
jobs and technologies to a country. On the negative side, FDI can lead to the displacement of local 
workers and the exploitation of natural resources.

There Are Two Main Types of FDI: Horizontal &  Vertical

Horizontal FDI occurs when a 
company expands its business 
activities into a new country. This type 
of FDI is often motivated by the desire 
to gain a larger market share.

Vertical FDI, on the other hand, occurs 
when a company expands its supply 
chain into a new country. This type of 
FDI is often motivated by the desire to 
reduce costs.
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Hiring In The United States As Part Of 
Your FDI Plan

Types of Foreign Direct Investment (FDI)
Foreign direct investment (FDI) is a type of investment that involves the injection of foreign capital 
into a local economy. FDI can take the form of a new factory or plant, the acquisition of a local 
company, or the formation of a joint venture between a foreign company and a local partner. FDI 
brings new capital into the economy, which can be used to finance new businesses or expand 
existing ones. In addition, FDI brings new technology and know-how to the economy, which can lead 
to improvements in productivity. FDI can also create new jobs and generate new tax revenue. In 
short, FDI can be a powerful force for economic growth.

Hiring in the United States as a foreign direct investment can be a great way to tap into a large 
and skilled pool of workers. The United States has one of the largest economies in the world, and 
as a result, there is a vast pool of talent to choose from. In addition, the U.S. has a well-developed 
infrastructure and a business-friendly environment, making it easier to set up operations and start. 
However, there are also a few things to keep in mind when hiring in the U.S. as a foreign direct 
investment. First, it is important to comply with all visa and work permit requirements. Second, it is 
important to be aware of the different labor laws in the U.S. and to ensure that all employees are 
treated fairly and in accordance with the law. Finally, it is important to be aware of the cultural 
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workers from different countries to better adjust 
to working in a new country. 

In addition to the cultural differences, you also 
need to consider the cost of hiring your first 
employee in the United States. Unlike other 
countries where the government pays for 
certain benefits and insurances, in the United 
States, the employer and employee carry 
the majority of the costs for these provisions.  
Depending on the state your employee will 
be living, various taxes must be included as 
part of the hire cost. From state and federal 
unemployment tax to workers’ compensations, 
there are more things to consider as part of 
your hiring budget than just base salary.differences between the U.S. and other 

countries and to take them into account when 
communicating with employees.

When it comes to work culture, there are a 
number of differences between the United 
States and other countries. One major 
difference is the way that work is scheduled. 
In the United States, work is typically 
scheduled in advance, and workers are 
expected to adhere to a set schedule. In other 
countries, however, workers may have more 
flexibility when it comes to when they work. 
Another difference is the way that workers 
are expected to dress. In the United States, 
workers are typically expected to dress in 
business casual attire, while in other countries, 
workers may dress more casually.

Another difference between work cultures in 
the United States and other countries is the 
way that workers interact with one another. 
In the United States, workers are typically 
expected to be professional and polite to one 
another. In other countries, however, workers 
may be more likely to interact with one 
another in a more informal way. These are just 
a few of the work culture differences between 
the United States and other countries. 
Understanding these differences can help 



There are a number of factors to consider 
when choosing an external human resources 
partner. First, consider the size and scope of 
the organization. A large organization will 
likely need a partner with more resources and 
capabilities than a small organization. Second, 
consider the culture of the organization. An 
organization with a strong culture may want 
a partner to help reinforce that culture. Third, 
consider the goals of the organization. An 
organization focused on growth may wish for 
a partner to help attract and retain top talent. 
Finally, consider the budget. An organization 
with a limited budget may want a partner that 
can provide value without breaking the bank. 
By considering all of these factors, you can be 
sure to find the right external human resources 
partner for your organization.

A professional employer organization, or PEO, 
can provide a number of benefits to businesses 
of all sizes. By outsourcing HR and payroll 
functions to a PEO, businesses can save time 
and money while reducing their administrative 
burden. PEOs can also help businesses comply 
with employment laws and regulations and 
provide access to employee benefits programs. 
In addition, PEOs can provide businesses with 
access to a broader talent pool and improve 
employee retention rates. 

What Are The Pros Of 
Engaging A PEO?

•	 Time-saving and faster market entry 
– staff can typically be deployed 
as soon as possible, which is a big 
relief, especially for a new company 
in an unfamiliar space. As the 
PEO supports recruiting strategy, 
onboarding, compliance, and tax 
duties, a lot of time can be saved. At 
the same time, the client organization 
focuses on taking advantage of great 
opportunities as they come — definitely 
a win-win. 

•	 Potential lower costs – PEOs help 
organizations streamline as they 
grow and cut expenses, so they don’t 
have to hire this position. Also, the 
client organization gets good benefits 
deals from benefit brokers and avoids 
compliance penalties that can stem 
from ignorance. 

•	 Limited risks and general 
compliance – This has to be one of 
the most sought-after benefits client 
organizations look out for when 
engaging PEOs. PEOs work with their 
clients’ to get guidance on adhering to 
various compliance issues. They can 
migrate any risk and liability issues 
as long as they follow their PEO’s 
employment, compensation, and tax 
guidelines.

How To Find The Right Human 
Resources Partner To Set You And 
Your Team Up For Success

A PEO can be an excellent 
solution for companies 
looking to improve their HR 
and payroll functions.



When it comes to PEOs, the good outweighs the bad, as the whole idea of PEOs is to make life easier 
for small businesses. However, as a business owner, it is essential to look at both sides of the business 
model to ensure it’s the best decision.

Growth is always an exciting but intense phase within a business. Utilizing and engaging in a foreign 
direct investment plan can be an incredible and pivotal movement for your business, opening up new 
opportunities and pathways. To ensure the best success possible, follow these four guidelines:

Conclusion

Rome wasn’t built in a day, and the same rule applies to your expansion into foreign direct investments. 

1.	 Ensure you and your team understand the market you want to invest in 

2.	 Understand the risks by reviewing what is going on from a political and 
business environment perspective

3.	 Create a plan that allows for expansion at a reasonable pace 

4.	 Most importantly, seek professional advice by utilizing a professional 
employer organization (PEO) to guide and support you along the journey



How EmPower HR Can Help
EmPower HR offers a variety of human resource services tailored 
to your business needs. Let us handle the HR administrative tasks 
so you can focus on your business and employees.

126 N. Jefferson Street, Suite 250 Milwaukee, WI 53202 
Phone: (888) 818-0707  
Email: hrquestions@empowerhr.com
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