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This paper was presented at the “Workshop on Outward FDI from Developing Asia”, held at
the Asian Development Bank Headquarter, Manila, Philippines on July 27, 2009. We received
very constructive comments from Juzhong Zhuang, Jong-Wha Lee, Douglas Brooks and
participants at the workshop. We appreciate very capable research assistance of Lily Yang
and Eva Chan. All errors are ours.

In this paper we compare and contrast the determinants of outward direct investment from
China with those from Japan, South Korea and Taiwan. We examine both descriptively as well
as econometrically the various motives and factors behind the investment abroad from these
four Asian economies. The hypotheses we are testing include the market-seeking hypothesis,
the natural resource-seeking hypothesis, the technology acquisition hypothesis and the
human capital hypothesis. We examine outward direct investment for China for the years
1991-2006, Japan for 1983-2007, Korea for 1980-2007 and Taiwan for 1968-2007.

Our results using the full set of determinants yield uniform support for the market-seeking
hypothesis. The natural resource-seeking motives hold for Japan and Korea, while the
technology acquisition hypothesis seems relevant for Taiwan. Chinese investments tend to go
to destinations with poorer labor quality. In addition, openness is important for Japanese
investment abroad, while distances deter investment from China and Korea.



