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Abstract

This paper analyses the characteristics of partner countries when multinational firms of Korea, China,
and Japan make greenfield FDI in foreign countries. Particularly, this paper applies the gravity model
for greenfield FDI flows for the period 2003-2017. This paper finds that multinational firms of
Korea, as compared to those of China and Japan, are very significantly and negatively responsive
to political risks of partner countries. In contrast, multinational firms of Korea as well as those of
China and Japan tend to make greater amounts of greenfield FDI in financially high-risk countries.
This result indicates that multinational firms from these three countries should take financial risks
of partner countries into more serious consideration.
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Fig. 1. Korea's Greenfield FDI Inflow and Outflow (2003-2017)
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Source: Author's calculation based on fDi Markets(Financial Times Ltd.)'s data

Fig. 2. China's Greenfield FDI Inflow and Outflow (2003-2017)
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Source: Author's calculation based on fDi Markets(Financial Times Ltd.)'s data
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Fig. 8. Japan's Greenfield FDI Inflow and Outflow (2003-2017)

(Unit: billion USD)
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Fig. 4. Korea, China, Japan's Greenfield FDI Outflow (2003-2017)
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Table 1. Top 20 Partners of Korea's Outward FDI (2003-2017, USD Million)

o Host 2003-2010 Host 2011-2017
countries (Value) (Number) countries (Value) (Number)
1 CHN 49,317 377 1 CHN 37,832 191
2 USA 22,141 190 2 VNM 37,043 187
3 VNM 18,459 125 3 USA 17,868 184
4 IND 16,612 131 4 IND 12,819 70
5 BRA 8,397 41 5 MEX 10,022 69
6 RUS 5,970 62 6 IDN 9,189 38
7 IDN 5,842 33 7 uzB 4,180 9
8 SVK 4,523 36 8 PAK 3,746 12
9 PHL 4,097 19 9 RUS 3,096 34
10 MEX 3,447 27 10 MYS 2,897 16
11 POL 2,746 38 1 IRN 2,785 9
12 TUR 2,115 13 12 SGP 2,768 26
13 CZE 2,103 14 13 GBR 2,617 35
14 MMR 1,999 2 14 ZAF 2,373 10
15 HUN 1,934 23 15 CZE 2,050 15
16 MYS 1,868 19 16 NGA 1,787 7
17 AUS 1,838 14 17 BRA 1,760 21
18 ARE 1,738 24 18 TUR 1,488 24
19 JPN 1,682 42 19 JPN 1,442 R
20 SGP 1,491 14 20 MMR 1,424 26
(Top 2()T Octﬁhntries) 158,318 1,24 (Top 20T O(IgLntries) 159,186 1,015
Total (All) 180,010 1,674 Total (All) 183,387 1,436

Note: Left panel's country ranking is calculated based on the investment value of greenfield FDI from
2003 to 2010, while the right panel's ranking is based on the period from 2011 to 2017.
Source: Author's calculation based on fDi Markets (Financial Times Ltd.)'s data
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Table 2. Top 20 Partners of China's Outward FDI (2003-2017, USD Million)

Host 2003-2010 Host 2011-2017
Rank . .
countries (Value) (Number) countries (Value) (Number)
1 RUS 10,318 73 1 USA 42,603 438
2 IDN 9,181 K7 2 IDN 31,368 69
3 VNM 9,017 49 3 IND 29,476 179
4 PHL 7,180 24 4 EGY 23,082 27
5 IND 7,173 73 5 MYS 22,723 I
6 AUS 7,118 R 6 RUS 16,768 10
7 BRA 5,981 38 7 GBR 14,916 194
8 PER 5,085 8 8 PAK 14,259 4
9 USA 4,368 137 9 BRA 9,618 84
10 IRN 4170 10 10 KAZ 7,79 27
11 AGO 3,905 7 1 AUS 7,380 83
12 TKM 3,476 3 12 TUR 7,037 24
13 OMN 3,467 2 13 KOR 5,686 40
14 SGP 3,377 33 14 MEX 5,245 57
15 NER 3,282 2 15 PER 5,242 8
16 SAU 3,036 6 16 MOZ 5,033 7
17 NGA 3,011 7 17 HKG 4,978 14
18 KAZ 2,866 9 18 FRA 4,644 98
19 HKG 2,577 86 19 SAU 4,507 13
20 DZA 2,532 8 20 DEU 4,412 417
(Top 2()T Octg:mtries) 101,119 641 (Top 20T O(I(?Lntries) 266,770 2,094
Total (All) 148,968 1,608 Total (All) 381,289 3,406

Note: Left panel's country ranking is calculated based on the investment value of greenfield FDI from
2003 to 2010, while the right panel's ranking is based on the period from 2011 to 2017.
Source: Author's calculation based on fDi Markets (Financial Times Ltd.)'s data
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Table 3. Top 20 Partners of Japan's Outward FDI (2003-2017, USD Million)

Host 2003-2010 Host 2011-2017
Rank . .
countries (Value) (Number) countries (Value) (Number)

1 CHN 107,396 1682 1 USA 56,529 1058
2 AUS 63,361 % 2 CHN 39,081 644
3 USA 48,389 831 3 VNM 28,013 393
4 VNM 28,298 319 4 IND 24,262 442
5 IND 23,925 443 5 IDN 22,929 2713
6 IDN 19,113 139 6 THA 20,498 378
7 THA 17,797 581 7 MEX 17,435 344
8 SAU 13,688 21 8 MYS 17,177 149
9 PHL 12,055 85 9 MMR 15,726 127
10 KOR 11,935 118 10 GBR 11,424 257
11 SGP 11,256 160 11 BRA 10,895 137
12 BRA 10,212 110 12 PHL 8,201 120
13 RUS 10,151 148 13 KOR 7,947 108
14 MEX 9,259 116 14 TWN 7,435 92
15 GBR 8,502 223 15 LTU 6,804 5
16 TWN 8,415 112 16 SGP 6,733 17
17 CAN 7,663 68 17 AUS 5,349 9
18 MYS 7,536 108 18 RUS 5,244 90
19 ESP 5,805 9 19 ARE 5,242 61
20 QAT 5,455 10 20 CAN 4,612 61
(Top 2()T Octﬁ:mtries) 430,21 5,467 (Top 20T O(I(?Lntries) 821,533 5,006

Total (All) 486,658 6,910 Total (All) 379,955 6,576

Note: Left panel's country ranking is calculated based on the investment value of greenfield FDI from

2003 to 2010, while the right panel's ranking is based on the period from 2011 to 2017.

Source: Author's calculation based on fDi Markets (Financial Times Ltd.)'s data

S0 T 719E
1ol %OW A IRE
%, 591 W Sigla

X5 = Aol

Oﬂ—_h_ Tinbergen (1962) and

POYhonen (1965)4 AT o F, =7 I AEF
oo| & ddsted s #8510 A8

o] & YR ¥ (gravity model)=

olgsit}

duge Z7} 3 JETAe st F7el 4

AltrLol gn]HskaL

&= ZE AH Al v

e gtk A

Follt AF%?SH go
e
2} itme] Al 5 Aol Behiel 7
A dolZ A Bdo

i A

ol

[l
_lZm

r}m m H
F{u‘,

—o‘ =2 oy
o

L
L
]L_
T

R=V -V
L F ol

o] H)as-g

]

>

;q
2]
T

0] 3]

H 17

ro X

| Psdte AE Be

szl o] o]2Ho g 3} ATH(Bergstrand,
1989; Deardorff, 1998; Evenett and Keller, 1998;
Eaton and Kortum, 2002; Helpman and Krugman,

1985) Rk opue}
Mz o]EAH o7 B

==

ZE 3o

K ey

=7} 7} FDI &
mu} 0]-\43} A]



% 9 i TUREY SOERRe G B4 e ABEA: A8 FH0R 261

83 o7 shEol s
o] Bergstrand and Egge r(2007)&
FDIS} 19l AIAte] HlElS Aatel lolA of
249 FHRYAL AN, oFee Head
and Ries (2008) 57} Ik M&ACIIA & o] &4
ZERr g2 =519 1 Kleinert and Toubal
(2010)2 v=72] 71§19] sl 2|ApB]AL vliEels &
A3l ol oled FAREAS TS,
el FARE A Te 2o

MM,

(1)

A71A Yijte t Al NA 19} i3 7k A
(BEaoAE Z-E= FDI), Mite} Mjt= t AF
oA i =y =71 548 UEhlle HE
SolH, et A|Fe BE F7IENA 28H
54 el dHolrt, £ AFeAe
Jdl = ()] =71 43¢0 B4 =4 7
o2 B0 77 542 AR
= HudEFuing Ao FASH
o} D gk = G)e] =7He 545 R
= ME Y98 22 2oz FAH

oo

l

o
Lo

Mj=7Zy + 71InPOP; + 72InPCGDP; +
Y3GROWTH;, + Y4INFLATION; )

714 InPOP;= j=o] tAle] Qle] 22
%, InPCGDP= =¢8] tA1xe] Aoy GDPY]
2 %, GROWTH @} INFLATION, & j52] tA]
o] 6DP FFET QEFH )& (AR AET}
FEE)S Uebdt) ol A= World Bank
9] World Development Indicators2F¥E -3}
k. A1 GDPe} QIF= T =] A
271 VERIE Aotk FAlel URlg GDP=
FAF dd=e] deges YeRlre gt o
2hA] ARl GDP= TP Adi=e] AE

) %, BE FAF 2izke] grldsss AdEv s
= 712k Uu)E Foho] de RE Hdsse

Agure TR HE FATe] BE Ak

=

o

N B4 BAY & A Hlo] FATe ol
T, AT GDP B WFEL TP Dot ¢l

(market seeking)& ¢35k ARIA], AAFE %
3t AALESAS =07 (efficiency seeking) ¢
gk AAA el kA 4 Fert Detd 3l
t}, o2 GDP AFEY IEdoldEL ]
2Rl A71%3& U7 fg Aot} GDp
JgEo] FolAA FEAPI= e Alde] migZ
A 4= oA FDU} F71shs EA3E 7dE

= WHH, A o)A go] TolAH Al B
F8EE Uehi= Zol== FDI 4 Zle
2 oSEn a8z =] v Y] Thd
2 e ShelRe ekl Wi, 2 A7
oA 7 d2= World Bank®] Worldwide
Governance Indicators (WGI)9] A0 2 &
Algt} 2 2elal 27k9 @2 PRC 1F9] ICRG
(International Country Risk Guide)Z2HE F&
2 748 AAH A (politcal risk) A|5e} =
€4 ¢ (financial risk) A FE o]&3t} 3

@, P 54 dephe Ditk e
2o Aow e,

Dy=F1RTA;+8,BI T+ PAIR;+Ua, (3)

o714 RTAje= F=o] A4 (FTA)
T AAERS AeA, 2L BT Fol
E218 A (Bilateral Investment Treaty)-g A
2 el culasolth, obgel PAIRE Al
Zholl wel WH3kA] ke ARt WS & A2
Azl g (InDistance), 352 A& AN
3h=A¢] tn]¥H<4(Common language), =73<
H3h=AE vehlE e S(Contiguity) 52

2) WGI= W3 9, G4 Mg, JRasad, ot
Aol AA =, Rt Foll & o 7HA ARARER
o] gld), ¥ ATE olF o3l /A ARAEe
BRe oledr).

3) FAADATE Aol 4B, AR BAH 484
S F 1] AR ARE AL, SEAEATE
GDP thH] Z oA vl&, 2 thy] fAfol#} H]
&, TFE W A, AR, $abgA
T N ARARZ A4 a4 o)g dFES
255 Pt e 2o g = glojA] 0%H 100
A Frol 245 Rt 2 AR Fapt Hg
SEATHE, 100914 o5 AAFE g W), 7|8t o]E
Agg gk AAG 28 o715 2T 2 he
pst//www, prsgroup, com/explore-our-products/int
ernational-country-risk-guide/



262 FH33A A44d A% (20199 29)

Table 4. Summary Statistics

Variable Obs Mean Std. Dev. Min Max
Greenfield FDI (value, US Billion) 21,140 0.39 2.01 76.25
Greenfield FDI (number) 21,140 6.15 33.25 1,147
Overall World Governance Index 21,140 49.14 18.20 14.15 89.33
Political risk —host 18,200 32.79 12.64 55 65.08
Financial risk — host 18,200 23.65 11.35 0 75
InPopulation — host 21,140 16.13 1.65 1.32 21.02
InPcgdp - host 20,965 8.33 1.60 4.78 11.57
Growth rate 20,895 4.32 3.7 -19.28 23.44
Inflation rate 19,635 5.90 5.69 -1.79 54.91
InDistance 21,140 8.65 0.85 2.26 9.89
Comlang language (=1 if yes) 21,140 0.11 0.31 0 1
Contiguity (=1 if yes) 21,140 0.03 0.16 0 1
RTA between source and host (= 1 if yes) 21,140 0.21 0.41 0 1
BIT between source and host (= 1 if yes) 21,140 0.30 0.46 0 1
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Table 5. Impact of Host Country's Governance on Korea, China, and Japan's Greenfield FDI

Value Number
OECD 24 Korea China Japan OECD 24 Korea China Japan
(1 (2) (3 (4) (5) (6) (7) (8)

Overall World Governance Index — 0.010* 0.013 -0.012 0.033 0.022** 0.014* 0.034™*  0.027
host (expected sign = plus) (0.004)  (0.014)  (0.012  (0.021)  (0.004)  (0.009)  (0.012)  (0.014)

InPopulation-host 0.690*  0.849™*  0.591™ 0770  0.761™*  0.815™  0.769™"  0.895™"
P (0.02)  (0.119)  (0.086)  (0.057  (0.02)  (0.070)  (0.074)  (0.052)

0.541™*  0.349"  0.550™*  0.326™ 0488  0.318™  0.350™"  0.329™

InPCGDP-host (004) (018  (0.131) (0163  (0.054)  (0.149)  (0.115)  (0.133)

0.119™  0.149" 0.047 0.156  0.086™*  0.082* 0.004 0.095

Growth Rate ~ host (0.009)  (0.041)  (0.033)  (0.034)  (0.010)  (0.030)  (0.029)  (0.041)

-0.003 0.021 0.003 -0.022 -0.002 0.001 0.015 =0.041

Infiation Rate ~ host (0.007)  (0:029)  (0.016)  (0.030)  (0.009)  (0.028)  (0.013)  (0.01)

0.059 -0.183 0.367" -0.014 -0.028 -0.059 0.354" 0.133

InDistance between source and host oz (0207)  (0.219)  (0.225)  (0.086)  (0.174)  (0.185)  (0.235)

» 0,704 1,568 0,727 1,654

Common language (<1 if yes) (0.120) (0.393) (0.137) (0.332)
o 0.321* 0771 0.219 0,885
Contiguity (=1 if yes) (0492) (0.365) (0.211) (0.285)

RTA between source and host 0.449™*  0.835™ 0.835"™ 148 0527  0.515" 0.004 1.288™*

(=1 if yes) (0.105) (0.370) (0.376) (0.196) (0.113) (0.260) (0.349) (0.230)
BIT between source and host 0.475"* 0.007 0.049 0.797* 0.458* 0.077 0.399* 0.527
(=1 if yes) (0.096) (0.353) (0.234) (0.441) (0.087) (0.222) (0.234) (0.391)

-18.267" -18.282"* —18.740" -18.585"" -16.038"" —15.999"*" -19.944"* -18.671™""

Constant (0.619)  (4.664)  (3.044) (2985  (0.648)  (3.220)  (2.353)  (3.458)
Observation 13248 552 552 552 13248 552 552 552
R-squared 048 0635 0315 0476 0623  069%6 0611 0709

Notes: 1. Estimates are obtained with Poisson Psuedo-Maximum Likelihood(PPML) estimator.
2. Standard errors are in parenthesis are based on clustering by country-pair.
3. home country—period fixed effects as well as period fixed effects are included but not shown
for the sake of brevity.

4 *kk KK

, ™, and * indicate the significance levels of 1, 5, and 10 percent, respectively.
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Table 6. Impact of Host Country's Risk on Korea, China, and Japan's Greenfield FDI

Value Number
OECD 24 Korea China Japan OECD 24 Korea China Japan
(1) 2 (3) 4) (5) (6) (7) (8)
Political risk — host (expected sign = -0.020**  —0.061** 0.002 -0.056"  -0.036™* -0.057" -0.054  —0.041
negative) (0005  (0.027)  (0.020)  (0.029)  (0.006)  (0.025)  (0.025)  (0.032)
Financial risk — host (expected sign = 0.002 0.030*  0.025™  0.038* 0.005 0.019* 0.005 0.017*
negative) (0005  (0.013) (0012  (0.010)  (0.006)  (0.009)  (0.012)  (0.007)
- 0.680""  0.862™ 0604 0759™  0753" 088" 0777 0.879™
Infopulation=host (002  (0.100)  (0.088)  (0.050)  (0.031)  (0.062)  (0.079)  (0.047)
g 0494 013 0467 0273  0459"  043% 0375 0313
InPCGDP-host (0.046) (0238  (0.134)  (0.135)  (0.059)  (0.208)  (0.143)  (0.165)
B 0197 0479 0.078" 0187 0081 003"  -0009  0.104™
Growth  Fate ~ host (0.009)  (0.037)  (0.036)  (0.035)  (0.012)  (0.031)  (0.034)  (0.038)
, ) 0004 0028 0012 005 0002 0014 0021  -0.047
Inflation  Fate ~ host (0008  (0.034) (0017  (0.03)  (0.009)  (0.034)  (0.014)  (0.043)
, 0058 0247 0266 0147  -0037 0088  0380°  0.068
InDistance between source and host o7y (0235)  (0239)  (0.219)  (0.091) (0175  (0.198)  (0.237)
> 0.734 1,675 0.784 1,729
Common language (<1 if yes) (0.126) (0.424) (0.150) (0.354)
o 0.307 0.819° 0177 0,864
Contiguity (=1 if yes) (0.189) (0.442) 0.212) (0.276)
RTA between source and host 0.433" 0.630" 0.660 1.622"*  0.515™ 0.353 0.148 1,294
(= 1 if yes) (0105  (0.370)  (0.434)  (0.196)  (0.117)  (0.260)  (0.307)  (0.247)
BIT between source and host 0438™ 0287 0434 0847 0406™ 0266  0410° 0455
(= 1 if yes) (0004 (0333  (0233)  (0411)  (0.089) (02000  (0.221)  (0.382)
Constant 16,921 ~15.006™" ~10.486"" 14,064 —13.683"" ~12.905"" —18.206"" —15374™"
(0723)  (5.206) (3332  (278)  (0.750)  (4.093) (2263  (3.144)
Observation 154 48 181 481 54 48 481 481
R-squared 0491 065 0331 0514 0610 0718 0630 0733

Notes: 1. Estimates are obtained with Poisson Psuedo-Maximum Likelihood(PPML) estimator.
2. Standard errors are in parenthesis are based on clustering by country—pair.
3. home country—period fixed effects as well as period fixed effects are included but not shown

for the sake of brevity.

4 kKK KK

, ™, and * indicate the significance levels of 1, 5, and 10 percent, respectively.
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