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Assembler-supplier system, of Japanese 

Association of Southeast Asian Nations 
firms, 22 

(ASEAN): joint ventures in, 21 1-12; 
proposed free trade area, 21 

Bank runs, in Asian currency crises (1997), 

Bretton Woods system, 1 

Capital: capital stock in China, 220-25, 
231-33; partial capital stock adjust- 
ment model, 21 5-1 9,235; policies to at- 
tract foreign, 1-2, 49, 204, 213, 218-19 

242-43; different effects of different 
types of, 4; of FDI to Taiwan, 353-55; 
Hong Kong as entrepBt for goods and, 
265; international flows of long-term 
private, 1-3; inward FDI reduces coun- 
try vulnerability, 4; Korean inward and 
outward, 316; as substitute for trade in 
goods, 3; volatility of portfolio flows, 
3-4. See also Foreign direct investment 
(FDI); Outward foreign direct invest- 
ment (OFDI) 

China: capital inflows (1992-96), 24243; 
differences in statistical reporting of 
FDI flow to, 260t, 262; Economic and 
Technological Development Zones, 
218-19,229, 232,237-38; experience 

278 

Capital flows: into China (1992-96), 

with FDI, 213-14; form and location 
of FDI in, 217-18; Japanese FDI in, 
55; local content rules, 25, 117118; 
Open Coastal Areas and Cities, 218- 
19,232,237-38; performance as host 
to FDI, 245-57; policies to attract 
FDI to, 218-19; realized FDI in 
(1983-98j, 240-42; regional FDI capi- 
tal stock (1982-95), 214-20; regulatory 
and other obstacles to FDI in, 257-58, 
264; source countries of FDI in, 243- 
45, 257, 259, 260,262-63; Special Eco- 
nomic Zones, 218-19,228 29, 232, 
235,237-38 

Ohlin-Samuelson trade model, 3; of 
U.S. and JapdneSe affiliates in Asian 
host countries (1977), 150-52 

Corruption: indexes and ratings of, 248-49; 
U.S. and Japanese investor response to 
host country corruption, 253-55 

Count data models, 129-31 
Currency crisis: analysis using pooled data 

for IMF rescue loans and currency 
crashes (1973-94j, 281-84; Asian and 
Mexican, 3-4, 292-94; cross-sectional 
analysis of IMF rescue loans and 
(1994-97), 279-81, 2861; Korea, 269; 
role of FDI in, 3 4 ,  278-84 

price disadvantage for imports from 

Comparative advantage: in Heckscher- 

Customs union: absence in East Asia, 21 1; 
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Customs union (cont.) 
country outside customs union, 209; 
tariff reduction in, 210; between Tur- 
key and European Union, 210 

Data: contractual amount and realized 
value in Chinese FDI data, 241; count 
data models, 130; to study role of 
MNEs in host countries, 14748 

Data sources: analysis of FDI capital stock 
in China, 230; analysis of FDI effect 
on Taiwan’s economic growth, 357, 
361-62, 365-66; analysis of Japanese 
firms’ intraindustry technology trans- 
fer, 70-72; analysis of Korean outward 
FDI, 301, 303, 313-14; China’s perfor- 
mance as host to FDI, 24649; con- 
tribution of Japanese firms to host 
country local content, 14, 18-20, 36, 
46-47; corruption indexes and ratings, 
24849; effect of FDI on productivity 
in Korea, 276; FDI and export impact 
on potential for spillover, 126-27, 137- 
38, 142; Japanese Patent Office, 142; 
MNE internalization and sector switch- 
ing, 80-81, 83-87, 108; pattern of re- 
structuring in Taiwan’s textile industry, 
329-30, 348; relation of FDI to eco- 
nomic growth in Taiwan, 349; for 
value of electronic parts and compo- 
nent production, 24-25 

Developed countries: effect of economic in- 
tegration on firms in, 198-202,204; 
Korean outward FDI in, 306-7; 
profitability of international joint ven- 
tures in, 207. See also Japan; United 
States 

Developing Asia: defined, 148; manufac- 
tured exports (1977), 149-53; post- 
1977 changes in export composition, 
149; products and exports (1977-95), 
155-59, 166-67t; R&D intensity 
(1977-95), 155-56, 186; role of U.S. 
and Japanese MNEs in, 149 

Developing countries: effect of economic in- 
tegration on firms in, 198-202, 204; 
efforts to attract foreign capital, 1-2, 
49,204, 213,218-19; FDI to (1990- 
97), 1; foreign affiliates of Japanese 
firms, 157-59; import substitution poli- 
cies (1950~-1960s), 2, 268; joint ven- 
tures in, 204-7, 21 1-12; outward for- 
eign direct investment of, 295; R&D 

intensity in Asian, 155-56; share of 
Korean outward FDI to, 306-9; wel- 
fare effects of joint ventures or FDI in, 
207. See also China; Developing Asia; 
Hong Kong; Indonesia; Korea; Malay- 
sia; Philippines; Singapore; Taiwan; 
Thailand 

Economic and Technological Development 
Zones, China, 218-19 

Economic integration: basic model with for- 
mation ofjoint ventures, 194-97; coun- 
try characteristics influencing local, 
24-26; defined as free trade area for 
joint venture analysis, 192, 207; effects 
of, 193, 198-202, 204; Japanese foreign 
affiliates, 33-34; monetary integration, 
208; scale effect from, 208. See also 
Customs union 

Employment: joint ventures create new, 
207, 21 1; in Taiwan’s textile industry, 
331-32 

Exports: from developing Asia (1977-95), 
155-59; in economic integration 
model, 194-98; of garments and fab- 
rics from Taiwan, 324-27; from manu- 
facturing sector in developing Asia 
(1977), 149-53; from manufacturing 
sector of eight Asian countries (1977), 
153-57; relation of knowledge spillover 
to, 116, 118-37, 14143; relation of 
Korean outward FDI to, 301-7; of 
Taiwanese textiles, 322. See also Capi- 
tal flows; Outward foreign direct invest- 
ment (OFDI) 

Factor services, capital-scarce country with 
FDI obtains, 44 

Firms, Japanese: assembler-supplier system, 
22; patents, R&D, and employees with 
and without U.S. FDI, 127-28 

Five-Year Foreign Investment Liberaliza- 
tion Plan (1994), Korea, 269 

Foreign affiliates: analysis of vertical link- 
ages in host countries, 15-18; effect of 
government subsidy on joint venture, 
202-3; in international joint venture, 
194-97; with intrafirm technology 
transfer, 56-58. See also Vertical 
linkages 

Foreign affiliates, Japanese firms: country 
dummy Tobit model, 26-30; differ- 
ences in vertical linkages in greenfield 
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and acquired, 22-24; effect of keiretsu 
intensity on, 26-30,42; embeddedness 
in Asian host countries, 44-46; exports 
from developing Asian countries 
(1977-95), 157-59; FDI as measure of 
greenfield investment, joint venture, 
and acquisitions, 128-29; foreign local 
acquisitions and greenfield plants, 
22-24; integration in local economy of 
acquired and greenfield, 33-34; local 
content ratios, 30-35, 42; manufactur- 
ing exports (1977), 149-53, 185; pat- 
ents obtained in United States, 127-28; 
production and exports in individual 
Asian countries (1977-95), 159-65, 
186-89; production for export and lo- 
cal markets, 23-24; R&D intensity in 
developing Asian countries (1977-95), 
155-56; sector switching by, 87-93; 
transfer of technology from parent to, 
55-69; vertical linkages in manufactur- 
ing sector, 18-33 

Foreign affiliates, Korean firms, 301, 308 
Foreign affiliates, Taiwanese firms: fabric 

production, 325-27; garment industry, 
324-25, 340; yarn production, 327-28 

Foreign affiliates, U.S. firms: exports from 
developing Asian countries (1977-95), 
156-59; manufacturing exports (1977), 
149-53, 185; production and exports in 
individual Asian countries (1977-95), 
159-65, 176-83t, 186-89; R&D inten- 
sity in developing Asian countries 
(1 977-95), 155-56 

Korea, 268 

of, 44-45; channels to induce Taiwan’s 
economic growth, 350; as component 
of private capital flows, 1; from East 
Asian countries into Southeast Asian 
countries, 2-3; effect on domestic in- 
dustrial sector, 320; efforts of devel- 
oping countries to attract, 1-2, 49, 
204,213; Hong Kong as magnet for, 
255-57; of Japan and United States 
in Taiwan, 353-55; into Korea, 297, 
316; motivation in OLI (ownership- 
location-internalization) framework, 
79; partial capital stock adjustment 
model, 215-19, 235; relation of exports 
and FDI to knowledge spillover, 116, 
118-37, 141-46; role in currency crises, 

Foreign Capital Inducement Act (1960), 

Foreign direct investment (FDI): benefits 

278-84; as Schumpterian innovation, 
319-20, 343; in Taiwan’s textile indus- 
try, 321-23; technology transfers with, 
49. See also Joint ventures (JVs); Out- 
ward foreign direct investment 
(OFDI); Spillovers 

Foreign direct investment (FDI), China, 
213-14; differences in statistics re- 
porting flow into, 260t; obstacles in 
China to, 257-58, 264; performance as 
host to, 245-57; source countries of, 
24345, 257, 259,260, 262-63 

Foreign direct investment (FDI), Japan: ac- 
quisition and greenfield, 122-25; bene- 
fits for host economies, 14; change in 
pattern of, 54-55; contrasting views of, 
11, 13; decline (1990s), 54; effect on 
parent firm in Japan, 117-18; factors 
influencing levels of (1981-96), 51-55; 
flows to Asia, Europe, and United 
States (1989, 1992, 1994), 113-14, 116; 
by industrial sector (1981-96), 51, 
53-55; recent empirical work, 16; by 
region (1981-96), 51-52, 54-55 

Foreign direct investment (FDI), Korea: 
effect on productivity, 272-77; history 
of policy in, 268-70; trends in and sec- 
toral composition of, 270-72 

Foreign Investment Promotion Act (1998), 
Korea, 269-70 

Foreign subsidiaries. See Foreign affiliates 
Free trade area (FTA): as economic integra- 

tion, 192, 207; proposed ASEAN, 21 l; 
tariffs in. 198-202 

Generalized method of moments (GMM): 
estimation procedure for China’s FDI 
capital stock, 231-33; estimation re- 
sults of China’s FDI capital stock, 
220-25 

General trading companies (GTCs), Japan: 
structure and function, 83, 108-9 

Heavy and Chemical Industry Promotion 

Hong Kong: export patterns (1977), 
Plan (1970s), Korea, 268-69 

153-55; foreign-owned firms in, 161; as 
host country for FDI, 255-57; as indi- 
vidual developing Asian country, 148; 
investment in China, 213, 24345; in- 
ward and outward FDI, 3; products 
and exports (1977-95), 159-63, 
174-83t 
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Host countries: benefits of FDI to, 49; 
China as host to FDI, 245-65; effect 
of local content rules in, 13-14; inter- 
est in attracting FDI, 1-2, 49, 204, 
213,218-19; technology spillover in, 
44; vertical linkages of Japanese firms 
in, 13. See also Developing countries; 
Local content (host country); Vertical 
linkages 

Idiosyncrasy hypothesis, 41 
Imports, in economic integration model, 

Import substitution: in developing coun- 
199-202 

tries (1950s, 1960s), 2; Korea (1950s), 
268 

Indonesia: currency crisis (1997), 278; ex- 
port patterns (1977), 153-55; as individ- 
ual developing Asian country, 148; Jap- 
anese MNEs in, 11-12; products and 
exports (1977-95), 159-63, 174-83t 

Industrial sector, domestic: effect of FDI 
on, 320; effect of relocated overseas 
production, 320; restructuring in Tai- 
wan (1980s to present), 352n2. See also 
Manufacturing sector; Textile industry, 
Taiwan 

20, 343; impact of international knowl- 
edge spillovers on, 122-25 

Innovation: FDI as Schumpeterian, 3 19- 

Integration. See Economic integration 
International Monetary Fund (IMF): 

cross-sectional analysis of rescue loans 
(1994-97), 279-81; pooled data an- 
alysis of currency crashes and rescue 
loans (1973-94), 281-84, 287-88t 

outward FDI on, 299-301; overseas 
financing of Korean, 307-8 

Investment, domestic: effect of Korean 

Japan: character of production in, 11; as 
exporter of private capital, 2; outward 
FDI, 3; spillovers from FDT in Asia, 
10-1 1. See also Firms, Japanese; For- 
eign affiliates, Japanese firms; Foreign 
direct investment (FDI), Japan; Gen- 
eral trading companies (GTCs), Japan; 
Manufacturing sector, Japan; Multina- 
tional enterprises (MNEs), Japan; Sup- 
plier networks, Japanese 

Joint ventures (JVs), international: effect of 
economic integration on, 193; effect of 
government subsidy on, 193, 202-3; 

efforts of developing countries to at- 
tract, 204; in free trade area, 198-202; 
goals of, 210; maturing in developing 
countries, 21 1-12; subsidies to, 193, 
202-3, 210-1 1; Taiwan-Japan textile 
fiber producers, 328. See also Spill- 
overs 

Keiretsu firms: firm relationships in verti- 
cal, 21-22; intra-keiretsu procurement, 
21; investment in Asia by, 22 

Knowledge, proprietary, 123. See also Spill- 
overs, knowledge; Spillovers, tech- 
nology 

Korea: currency crisis (1997), 269, 278; 
effect of outward FDI on domestic in- 
vestment, 299-302; as exporter of pri- 
vate capital, 2; export patterns (1977), 
153-55; history of FDI policy in, 268- 
70, 297; IMF financial arrangements, 
267; as individual developing Asian 
country, 148; legislation targeting FDI, 
268-70; outward foreign direct invest- 
ment (1990s), 295-99; products and ex- 
ports (1977-95), 159-63, 174-83t; role 
of chaebols in outward FDI, 31 3-1 5; 
trends in and sectoral composition of 
FDI in (1962-98), 270-72,297. See 
also Foreign affiliates, Korean firms; 
Foreign direct investment (FDI), 
Korea 

Local content (host country): contribution 
of foreign-owned affiliates, 20; defini- 
tion, 41-42; empirical work on rules, 
17-18; Japanese electronics firm affili- 
ates in Asia, 14; overseas firms with 
keiretsu membership, 22; rules to in- 
crease, 25-26, 1 17 

model, 30-32; of Japanese electronics 
foreign affiliates, 20; levels of, 24; as 
measure of foreign affiliate’s value, 20; 
Tobit country dummy model, 26-30 

Local content ratio: country variable Tobit 

Malaysia: currency crisis (1997), 278; ex- 
port patterns (1977), 153-55; as individ- 
ual developing Asian country, 148; Jap- 
anese MNEs in, 11-1 3; products and 
exports (1977-95), 159-63, 174-83t; 
Taiwanese FDI in, 322, 328-29 

oping Asia (1977), 149-53; R&D inten- 
Manufacturing sector: exports from devel- 
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sity of exports from developing Asia, 
155-59 

Manufacturing sector, Japan: in Asian host 
countries, 11-13; local content in 
Asian host countries, 13-14; local con- 
tent rules in host countries, 15-18; 
ownership of foreign affiliates, 93-101; 
supplier networks, 15-18 

Manufacturing sector, Taiwan: effect of 
FDI on economic growth, 355-61; 
FDI as source of capital for, 355; 
growth rate (1960s to present), 351-52; 
variables in industries (1978-94), 357- 
58. See also Textile industry, Taiwan 

Manufacturing sector, United States: Japa- 
nese FDI in, 113-14 

MNEs. See Multinational enterprises 
(MNEs) 

Moral hazard, of financial intermediaries 
in Asian currency crises, 278 

Multinational enterprises (MNEs): concern 
about technology transfer, 49-50; inter- 
nalization decisions, 79-81; intrafirm 
technology transfer, 56-58; intraindus- 
try restructuring, 320; Korean, 306, 
308; location decisions, 79-81; role in 
host country trade, 148; sector switch- 
ing, 81; technology transfer to foreign 
affiliates, 50; technology transfer 
within, 55-69. See also Foreign affil- 
iates 

Multinational enterprises (MNEs), Japan: 
contrasting views of host country role, 
1 1-13; determinants of intrafirm tech- 
nology transfer, 61-71; FDI role in 
Asian countries, 14749; intrafirm tech- 
nology transfers, 58-61; role in South- 
east Asian countries, 11-13; sector 
switching by, 81-87, 93- 101; share of 
employment in host countries, 11-12; 
sourcing of components and materials, 
20-21; vintage effect, 13 

Multinational enterprises (MNEs), United 
States: FDI role in Asian countries, 
147-49; sector switching by, 81-87 

Nash bargain, in economic integration 

Negative binomial estimator, 129-31 
Newly industrialized economies (NIEs): 

model, 195-98,209-10 

Asian exporters of direct investment, 
295; products of intermediate technol- 
ogy in, 11 

North American Free Trade Area. 192 

Open Coastal Areas and Cities, China, 
218-19, 232, 237-38 

Outward foreign direct investment (OFDI), 
Korea: effect on domestic performance 
of, 299-306; foreign-source financing 
of, 300-301, 307-8; geographic loca- 
tions of, 3, 298-99; ratio of OFDI to 
GDP, 306, 316; role of chaebols in, 
313-15, 317; trends and motives 
(1981-96), 296-300, 316-1 7 

Overseas subsidiaries. See Foreign affiliates 

Patents: data sources for Japanese, 142; of 
Japanese firms in United States, 
127-28 

Philippines: export patterns (1 977), 153-55; 
as individual developing Asian coun- 
try, 148; Japanese MNEs in, 11-12; 
products and exports (1977-95), 159- 
63, 174-83t; Taiwanese FDI in, 322, 
328-29 

272-77, 285t, 290-91; effect of FDI on 
host country’s, 9; foreign affiliates as 
channel for growth of, 45-46; total fac- 
tor productivity of Japanese foreign 
affiliate and parent firm, 50, 74 

Productivity growth: contribution of Tai- 
wan’s manufacturing sector, 352-53; 
historical Taiwanese, 351-52; related 
to specialized product line, 334; role of 
spillovers in, 10; technological progress 
as vehicle for. 350 

Productivity: effect of FDI in Korea on, 

Research and development (R&D): impact 
of FDI on parent firms’ benefiting 
from, 118; intensity, of firms exporting 
from developing Asia (1977-99, 
155-59; intensity, of parent firm corre- 
lated with negative local content effect, 
21-22,26-30,42; as knowledge spill- 
overs with exports and FDI, 1 16, 1 18- 
37, 141-46; in measurement of knowl- 
edge spillovers, 1 18-22 

Sectoral distribution: of foreign affiliates of 
Japanese firms, 58-60; of Korean ex- 
ports, 301-6; of Korean outward FDI, 
298, 304; sector switching by Japanese 
foreign affiliates, 87-93; sector switch- 
ing by Japanese MNEs, 80-87, 108-10; 
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Sectoral distribution (cont.) 
sector switching by Japanese parent 
firms, 93-101. See also Industrial sec- 
tor; Manufacturing sector 

Singapore: export patterns (1977), 153-55; 
as individual developing Asian coun- 
try, 148; inward and outward FDI, 3; 
products and exports (1977-95), 159- 
63, 174-83t; seeking foreign capital, 2 

Special Economic Zones, China: to attract 
FDI, 218-19; in Guangdong, Hainan, 
and Fujian, 228, 238; impact of, 229; 
Shanghai’s Pudong New Zone, 229 

Specialization: Herfindahl index to verify 
trend in, 334-35; of Japanese FDI in 
Asian countries, 11; product lines in 
Taiwan’s textile firms, 334; in Taiwan’s 
textile industry, 320-22, 324-29, 
33443 

omy, 9-10; as benefit of FDI, 44; de- 
fined, 41; empirical literature on FDI, 
10; in FDI know-how, 9-10 

Spillovers, knowledge: framework for mea- 
suring, 118-22, 142; geographic local- 
ization of, 122; impact of FDI and 
exports on international, 122-23; re- 
lation between FDI and, 14243; rela- 
tion of exports and FDI to, 116, 118- 
37, 14146 

Spillovers, R&D: channels in international, 
115; dominance of effects of intrana- 
tional, 122; international, 122. See also 
Spillovers, knowledge; Spillovers, tech- 
nology 

44; foreign affiliates as channels for, 
45-46; forms of, 50; of joint ventures 
in developing countries, 207; measured 
by local procurement ratio, 74-75. See 
also Technology transfer 

about, 15-18; replication abroad, 22; 
variables at country level, 24-26, 
36-37 

Spillovers: absorptive capacity of local econ- 

Spillovers, technology: as benefit of FDI, 

Supplier networks, Japanese: literature 

Suppliers, foreign-owned, 20 

Taiwan: as exporter of private capital, 2; ex- 
port patterns (1977), 153-55; FDI of 
fiber producers in Southeast Asia, 322; 
foreign-owned firms in, 161; as individ- 
ual developing Asian country, 148; in- 
vestment in China, 213; outward FDI, 

3; products and exports (1977-95), 
159-63, 174-83t; seeking foreign capi- 
tal, 2. See also Foreign affiliates, Tai- 
wanese firms; Manufacturing sector, 
Taiwan; Textile industry, Taiwan 

Tariffs: in customs union, 210; in economic 
integration model, 194-202; effect of 
economic integration on, 198-202; 
effects of changes in rates, 193; in free 
trade area, 198-202; with unilateral 
trade liberalization or multilateral ar- 
rangements, 21 1 

Technology transfer: determinants and lev- 
els of Japanese MNE intrafirm, 56-58, 
60-7 1; forms of international transfer, 
49; intrafirm, 50; measurement of, 50; 
measurement of Japanese intrafirm, 
60-62, 74-77; spillover, 50 

Textile industry, Taiwan: effect of FDI in 
shift in composition (1986-96), 
321-23; employment and output value 
(1986-96), 321-23; fabric production, 
325-27; FDI in garment firms, 324-25; 
pattern of restructuring in, 32943; 
product composition change index, 
337-39, 348; product concentration 
and specialization in, 334-35; product 
line change index, 338-39; restruc- 
turing in FDI and non-FDI firms, 
33543; shift in major product lines in 
FDI and non-FDI firms, 33541; yarn 
production, 327-28 

port patterns (1977), 153-55; as individ- 
ual developing Asian country, 148; 
products and exports (1977-95), 159 
63, 174-83t; Taiwanese FDI in, 322, 
328-29 

Trade: Asian countries’ intraregional and 
intraindustry, 11; capital flows as form 
of, 3; Heckscher-Ohlin-Samuelson 
model of, 3; as vehicle for technology 
transfer, 49. See also Free trade area 
(FT.4) 

lateral and multilateral arrangements 
with. 21 1 

Thailand: currency crisis (1997), 278; ex- 

Trade liberalization: in Korea, 268-69; uni- 

United States: FDI into Taiwan, 353-55; 
flow of Japanese FDI into, 113-14, 
116; patents of Japanese firms in, 127- 
28. See also Foreign affiliates, U.S. 
firms; Manufacturing sector, United 
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States; Multinational enterprises 
(MNEs), United States 

Value chain, local, 20 
Vertical linkages: benefits of Japanese firms 

in Asian host countries, 13-14 coun- 
try dummy Tobit model, 26-30; coun- 
try variable Tobit model, 30-32; deter- 
minants, 22-23; factors influencing 

extent of, 24; model of Japanese manu- 
facturing affiliates in Asia, 18-26; pre- 
vious analyses, 15-1 8 

Vintage effect, 33, 41 

Welfare effects: in economic integration 
model, 211; of international joint ven- 
tures or FDI in developing countries, 
207, 21 1 






