~ A Service of
’. b Leibniz-Informationszentrum

.j B I l I Wirtschaft
) o o o Leibniz Information Centre
Make YOUT PUbllCCltlonS VZSlble. h for Economics ' '

Agarwal, Jamuna Prasad

Working Paper — Digitized Version
Determinants and structural development of FDI in Pacific-
Rim developing countries

Kiel Working Paper, No. 382

Provided in Cooperation with:
Kiel Institute for the World Economy - Leibniz Center for Research on Global Economic Challenges

Suggested Citation: Agarwal, Jamuna Prasad (1989) : Determinants and structural development
of FDI in Pacific-Rim developing countries, Kiel Working Paper, No. 382, Kiel Institute of World
Economics (IfW), Kiel

This Version is available at:
https://hdl.handle.net/10419/46951

Standard-Nutzungsbedingungen: Terms of use:

Die Dokumente auf EconStor durfen zu eigenen wissenschaftlichen Documents in EconStor may be saved and copied for your personal
Zwecken und zum Privatgebrauch gespeichert und kopiert werden. and scholarly purposes.

Sie durfen die Dokumente nicht fiir 6ffentliche oder kommerzielle You are not to copy documents for public or commercial purposes, to
Zwecke vervielféltigen, 6ffentlich ausstellen, 6ffentlich zugénglich exhibit the documents publicly, to make them publicly available on the
machen, vertreiben oder anderweitig nutzen. internet, or to distribute or otherwise use the documents in public.
Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen If the documents have been made available under an Open Content
(insbesondere CC-Lizenzen) zur Verfiigung gestellt haben sollten, Licence (especially Creative Commons Licences), you may exercise
gelten abweichend von diesen Nutzungsbedingungen die in der dort further usage rights as specified in the indicated licence.

genannten Lizenz gewahrten Nutzungsrechte.

Mitglied der

WWW.ECONSTOR.EU é@“}


https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://hdl.handle.net/10419/46951
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/

Kieler Arbeitspapiere
Kiel Working Papers

Kiel Working Paper No. 382

. Determinants and Structural Development of
FDI in Pacific-Rim Developing Countries

by

J.P.Légarwal

Institut fir Weltwirtschaft an der Universitit Kiel

The Kiel Institute of World Economics

ISSN 0342 -0787



Kiel Institute of World Economics
Department IV
Disternbrooker Weg 120, D-2300 Kiel

Kiel Working Paper No. 382

Determinants and Structural Development of
FDI in Pacific-Rim Developing Countries

by

J.P. [Agarwal

July 1989 g A

The author himself, not the Kiel Institute of World
Economics, is solely responsible for the contents
and distribution of each Kiel Working Paper.

Since the series involves manuscripts in a prelimi-
nary form, interested readers are requested to
direct criticisms and suggestions directly to the
author and to clear any quotations with him.



Contents

I. The Estimated Equation and the Data
II. Results of the Model Estimates
II1. Sectoral Analysis
IV. Conclusion
References
List of Tables
Table 1 - Determinants of FDI in Pacific Rim Coun-
tries; Regression Results from their
Global Data for the Years 1978 to 1986
Table 2 - Sectoral Structure of FDI of the USA, FRG,
UK and Japan in All Developing Countries
and Selected Pacific-Rim Countries 1980
and 1987
Table 3 - Correlation (Pearson) Coefficients Between
Sectoral Changes in Value Added and in FDI
in Home and Host Countries
Table Al - Shares of Selected Regions in Gross Outflow
of FDI from all Countries, 1970-1985
Table A2 - Index of Relative Earnings per Employee in
Selected Countries, 1978-1985
Table A3 - Shares in Industrial Value Added by Sector
in Selected Home and Host Countries, 1978
and 1985
Table A4 - Sectoral Structure of FDI of the USA, FRG,
UK and Japan in All Developing Countries
and Selected Pacific-Rim Countries 1980
and 1987 ’
Table A5 - Growth of FDI (Stock) of Selected Devel-
oped Market Economies in the Third World,
1970, 1982, 1986
Table A6 - Growth of FDI (Stock) in Pacific Rim De-

veloping Countries 1971-1986

10

16

26

12

15

18

19

21

22

24

25



Determinants and Structural Development of

FDI in Pacific-Rim Developing Countries

The movements of foreign direct investment (FDI) in the recent
past are marked by a relatively'veryvhigh growth in the Pacific
Rim (PR) countries (Australia, Brunei, China, Hongkong, Japan,
Indonesia, MalaYsié, ngua New Guinea, New Zealand, Philippines,
Singapore, Taiwan, Thailand). The developing countries of this
area were able to raise considerably their share of the total
world outflows in the first half of this decade (Table Al). In
the following analysis an attempt is made to work out the deter-
minants of FDI in these countries. Unlike trade there is no well
developed general theory explaining all patterns of FDI. There-
fore a useful approach is to look af the past record of these
countries in the light of factors such as economic growth, level
of devélopment or political relations, which generally play an
important role in the inflow of these investments. As far as the
selection of these factors are concerned, guidance is available
from the existing literature. There are several studies examining
the determinants of FDI on the basis of time series and cross
national datal. It is neither possible nor necessary to list all
FDI determinants for purposes of this paper. Therefore only those
variables have been selected (Section II) for this analysis which
appeared to be more relevant for PR developing countries and for
whom quantitative data are available. It is based on the eclectic
theory of FDI (Dunning, 1973 and 1977) and assumes that\the loca-
tional factors of these countries play the primary role for the
inflow of investments. Notwithstanding, the comparative ownership
advantages of the foreign investors are no less important. How-
ever cohsidering the share of PR developing countries in total
FDI-flows, the small country assumption underlying this analysis

is not unrealistic.

The second question examined in this paper is about the struc-

tural changes in the flow of FDI into PR developing countries. In

Thanks are due to Ulrich Hiemenz for useful comments on an
earlier draft of the paper.

1,See e.g. Schneider and Frey (1985), Clegg (1987) and for a
survey of earlier studies Agarwal (1980).



the home as well as host countries structural transformation has
led to shifts in the contribution of différent sectors to their
national incomes. Therefore it is found useful to investigate
whether FDI has been flowing . in the recent past relatively more
into those_industries of the host countries whose share in their
total manufactﬁfing value added has been increasing in order to
take advantage of their cﬁanging’industrial structure. In the
available literature there is no study déaling with these two
questions exclusively for PR developing countries. Many of the
existing publications have examined determinants of FDI either in
one or more of individual countries or a cross section of all
developing countries for whom the required data were available.
The relation between changing industrial structure and FDI does
not appear to have drawn the attention of serious research even
at that level. Therefore, the attempt made in this paper in the

said direction is worthwhile.

Section I describes the basic equation and data. The results of
the equation estimates are discussed in section II. This is fol-
lowed by a discussion of changes in sectoral distributions of FDI
and industrial value added in home and host countries. Last sec-

tion is devoted to concluding remarks.

I. The Estimated Equation and the Data

The estimates of the relative influence of selected variables
on the inflow of FDI in PR developing countries are based on the

following equation:

FDI = a, *+ alIPC + azGNP + a4CAB + aSCRE + a6BA + a7MA + U
al>0 a2>0 a4>0 a5<0 a6>0 a7>0
IPC, GNP, CAB, CRE, BA and MA denote income per capita, growth
of gross national product, current account balance, change in
relative earnings per employee, bilateral aid and multilateral

aid, respectively. U is the error term.



IPC is measured in US dollars and is assumed to represent the
development level of host countries. It is expected that higher
the level of development of a country the more is likely to be
the demand for and thus the inflow of FDI in it. GNP variable is
represented by real annuél grdwth of gross national product in
1980 prices in the local currencies of respective countries. The
‘relation between GNP and FDI is hypothesised to be positive be-
cause a higher rate of growth of income creates a greater deménd
for investment via consumption. However, the relatioh between
these two variables on the one hand and FDI on the other has been
somefimes controversal iﬁ the literature. Reuber (1973){ for
example, maintained that the flow of FDI was not correlated with
the growth of GDP, but Root and Ahmed (1979)‘found an opposite
evidence from their discriminant analysis of 58 developing coun-
tries. In a more recent study by Schneider and Frey (1985) both
‘IPC_and the.grbwth of GNP proved to be important‘determinant of
EDf, So it is apparently useful to examine this question fbr the

groﬁp of the selected countries here.

The coefficient of current account balance is hypothesised to
be positive. The inflow of FDI in itself is generally accompanied
~with imports of inputs by the foreign investors in the host coun-
tries and as such leads to that extent to a deficit in their
current accounts. However if this deficit is not compensatéd by
other exports of the host countries and tends to be relatively
larger than the long-term capital inflows, the investors may be
scared to undertake FDI in these countries because such deficits
may fofce the host governments to restrict the convertibility of
their currencies whigh may have negative impact on the repatria?

bility of capital and profits of the foreign investors.

Relatively lower costs of labour after acccounting for producti-
§ity differences are considered .as an important locational ad-
vantage of developing countries for attracting FDI from the de-
veloped countries (see e.g. Riedel, 1975). International compari-
son of absolute wages or wage costs 1s however not feasible in

this study on statistical grounds. Therefore changes in the in-



dices of real earnings per employee in the host countrieé in
relation to changes in corresponding indices iﬁ the home coun-
tries were ’considefed as a proxy determinant variable in the
regression equation. If the earnings in the former increase
faster than in the latter countries, CRE will show upward trend
and foreign investors would be discouraged from investing in the

respective countries.

The last two variables of aid contain both economic'andbpoli—
tical elements. Economic aid eases some of the constraints im-
posed on economic growth of developing countries in early stages
‘of their development when the balance of payments tends to remain
in deficit. Since FDI may be sensitive to balance of payments,
flow of economic aid is likely to be conducive to the flow of FDI
in a developing country. This applies to both bilateral and
multilateral aid. However, flow of aid is not quite independent
of political influences (Schneider and Frey, 1985). The higher
the amount of aid received by a country, the closer are likely to
be its political relations with the donor country; Therefore, a
positive relation is hypothesised between bilateral aid and FDI.
Multilateral aid is not supposed to be dominated by pdlitical
influences of any one donor country. Moreover, developing coun-
tries are also represented in decision making process of multi-
lateral aid giving 1institutions. Nonetheless, the conditions
under which Western multilateral aid is granted do not differ
significantly from those under which the bilateral aid from the
selected donor countries.is granted. Therefore, a positive rela-
tionship between MA and FDI - as in the case of BA also - is

hypothesised.

The regression estimates (OLS) .are based on pooled data of
South Korea, Hongkong, Indonesia, Malaysia, Philippines, Singa-
pore, Taiwan, and Thailand for the years 1978 to 1986. In some of
these cases, the required figures are not available and they had
to be igﬁored. Estimates have been made for four investing coun-
tries (USA, UK, Japan and the Federal Republic of Germany) sepa-

rately and for all members of Development Assistance Committee of



OECD together. This selection is based on the availability of
Statistics on FDI from the home countries. The home country data
on FDI are considered more suitable for this analysis than the
host country data because the former in many cases are collected
on approval basis with varying degrees of actual implementation.
(Langhammer, Grof, 1986). The data used here are on total FDI.
Continuous series of FDI data as required for this regression
analysis are not available separately for the manufacturing
sector in all the cases. However, in the case of those_countries
where data for manufacturing sector were available seﬁarately,
alternative'regressions'were run and the results are Quoted in
the paper whenever they differed from those-obtaiﬁed from total
FDI. Further, annuai data on FDI are beset with strong fluctua-
tions not always justified on grounds of locational conditions in
the host countries. Therefore it is assumed that the relation
between these and the inflows of FDI are based on a longer period
than one year and this is- accounted by taking a three YEa;‘moving:
average of the annual fibws of FDI as the dépendent variable in

the equation.

II. Results of the Model Estimates

The results of .the ordinary least squares estimates of the
regression equation are presented in Table 1. - The two most
striking determinants of the flow of FDI in the PR developing
countries are the level of economic development.of the host coun-"
tries as measured in terms of income per capita and financial aid -
received by them either from the home countries of the investors

or from the multilateral institutions such as the World Bank.

IPC is the only variable in the model whose coefficients are
significantly different from zero and have the hypothesised sign
in all the five regression estimates. Moreover, the standardised
regression coefficients (B-coefficients) of IPC are higher than

those of other independent variables with the exception of aidl

1 This is in line with the results of a larger study encompassing

more than fifty developing countries by Schneider and Frey
(1985). 3
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‘Table 1 - Determinants of FDI in Pacific Rim Countries®; Regression Results from their Global Data for the Years

4 1978 to 1986
Independent Vériables
5 Income Growth Current Change in Bila-  Multi- ) . FSta
Dependent  Constant of per of real  account relativec teral  latgral R R™ tistic N
J Variable tern capita GNP -balance earnings” aid - aid
| BDI DAC -462.79 0.1 25,28 . -0.00 0.62¢*  0.70%** -0,26 0.51 0.4 6.89 46
(-1.91)  (4.30) (1.69) {(-0.03) (0.24)  {3.96) (-0.93)
' [0.76] (0,251 [-0.004] (0.031  [0.95) - [-0.26]
1 #DI 0SA -142.53% 0,04t 18.12 -0.01 0.08  -0.46* 0.43** 0,31 0,20 2.90 46
{-0.79)  {2.03) {1.64) (-0.63)  (0.43) (-1.97)  (2.35)
[0.431 [0.28] (-0.111 (0,011 [-0.351  [0.691
| E0I FRG -15.42 0.01** 1,13 -0.002¢ 0,03 0,14%* 0,01 0,59 0,52 9.00 45
' (-0.84) (4.48) (0.95). (-1.66)  {0.17)  (2.41) (-0.80)
(0.76] [0.13] (-0.241  (0.021  ([0.401 (-0.181
DI UK -5.31 6,04 6,40 0.03*¢  -1.55  -1.52¢  0.33*** 0,724 0.66 10.66 30
(-6.06)  {6.21) (0.83) (2,47 (-1.24)  (-1.69)  (4.13)
[1.22] [0.221 (0.421 (-0.211 ([-0.30] (1.21)
FDI Japan  -157.7% 0,106 42,4008 0.03%  -4,68%*  2.09%* (.11 0,56 0,51 10,34 46
(-0.78)  {4.15) {3.33) {1,720 (-2.02)  (5.72) (6.61)
[0.74] [0.48] (0,231 [-0.251  [1.26] [0.13]
_ aForeign direct investment of the USA, UK, Japan and PRG in South Koreif Hongkong, Indonesia, Malaysia, the Philip-
‘Ipines, Singapore, Taiwan and Thailand {three year moving averages). - "GNP per capita in U8$. - Real earnings per
employee (1980 = 100} in the host countries divided by the corresponding indicesof the home countries; in the case
of DAC countries the average of the four home countries has been considered, - Gross official development assist-
ance plus grants.
|t-values are given in parentheses followed by standardised {B) coefficients in [] brackets.
*  gignificant at 10 per cent level using two-tailed test;
*+ gignificant at § per cent level using two-tailed test;
**¢ gignificant at 1 per cent level using two-tailed test.

Source: The World Bank, World ftables 1987, The Pourth Rdition, Washington, D.C. 1988. - O0ECD, Geographical
Distribution of Financial Flows to Developing Countries, Paris, various years. - Taiwan Statistical Data
Book, Taipeh 1987, - US Department of Commerce, Survey of Current Business, Washington, D.C., various
years, - Business Statistics Office, Business Monitor: Overseas Transactions MA4, 1984, London 1986, -
_Bundesanzeiger: RunderlaB AuBenwirtschaft betreffend Vermdgensanlagen Gebietsfremder im Wirtschaftsgebiet,
Kéln, various issues., - The Ministry of Pinance, monthly Pinance Review, Tokyo, various issues.



indicating that the level of development is the strongest pulling
force for FDI in a country as far as the demand side is concern-
ed. Higher economic development promises through higher incomes
not only a greatef'absorptive capacity of the goods produced by
the foreign firms but also a petter supply of services and other

inputs needed by them in the host countries.

Economic aid is the second important determinant wvariable in
terms of B—coefficients estimated in the model. It is, however,
divided into bilateral and multilateral aid given by the home
countries of the investors. The results show important differ-
ences between the impacts of these two kinds of aid on the flow
of FDI from the home countries. Bilateral aid is the most im-
portant determinant in the case of Japan. The standardised B-co-
efficient of Japanese bilateral aid is more fhah 70 per cent
higher than the 8-coefficient of IPC. As discussed elsewhere
(Agarwal, 1986), Japan 1s quite known for having successfully
used her aid to encourage .FDI in Asian developing countries.
Bilateral aid seems to play a significant positive role in the
flow of FDI also from the Federal Republic of Germany and DAC
countries as a group. For the United States and the United King-
dom, however, coeffidients of bilateral aid are negative and
those of multilateral aid are - as hypothesised - positive. In
terms of standardised regression coefficients, multilateral aid
seems to have the highest effect on American FDI in PR developing
countries. Nonetheless, the differences in the signs of coeffi-
cients of BA and MA variables in the cases of the USA and the UK
deserve attention as these coefficients are significantly dif-
ferent from zero. At least American policy towards FDI is that
the investors going for production sites abroad should be able to
stand economically on their own legs and not look for help from
the home government (Hiemenz, Langhammer et al., 1987). In most
of the cases American FDI comes from larger mﬁltinational cor-
porations and they can live up with this American attitude. Also
the British aid seems to be allocated more on humanitarian
grounds. High rates of economic growth and the aseoeiated devel -

opment might have made most of the PR countries less deserving



for the American and British aid in the recent past. This may
have led to the negative relation between their bilateral aid and
FDI yielded by the model estimates. Further, the discussion fol-
lowing the international debt crisis and the role played by the
multinational institutions in its management, especially the
International Monetary Fund, may have motivated the American and
British investors to shift the orientation of their investment
strategies from bilateral to multilateral aid in so far as its
fluctuations are able to indicate the changes in political and

economic climate in host developing countries.

Of the remaining three exogenous variables (GNP, CAB and CRE),
only the growth of GNP seems to be of some important consequence
for FDI in PR developing econonies. Its coefficient is positive
in all the five cases and significantly different from zero for
Japan and the DAC members. The association between growth of GNP
and investment is known also from the theory of domestic invest-

ment. These two variables tend to support each other.

The evidence on the effect of balance-of-payments position on
the flow of FDI is mixed. The coefficient of this variable 1is
positive for the UK and Japan. In the other cases (USA, West
Germany and DAC countries) 1t 1is negative but not significantly
different from zero.ABalance—of—paymehts position of PR countries
differs from each other. The Philippines for example has faced
proportionately high current account deficits whereas Hongkong
and Taiwan had comfortable amounts of surpluses in the later
years of the period under consideration here. Since the intensity
of investment of the sample home countries in this area varies
(Pangestu, 1987), the estimates have produced mixed results.
Moreover, investors react to balance of payments through their
investment decisions only when it undergoes serious changes which
may lead to alteration of foreign exchange regulatiohs in the
host countries which was generally not the case during the period

examined here.



A relative rise in earnings of employees in the selected host
countfieé in comparison to similar earnings.in Japan has had a
negative effect on the FDI of Japan: in these countries. In the
other cases, however, ‘the coefficient of this variable is not
significantly different from zero. In the sixties and seventies
low labour costs in the Eastasian developing countries were an
imnportant attraction for manufactures from the developed coun-
tries especially from Japan. Meanwhile, the wage costs have risen
in many of these developing countries in the wake of their rising
living standards. On the other hand, increasing robotisation of
production processes has reduced the relative importance of human
labour in many industries. As a result the labour cost advantage
of PR developing countries for FDI from the developed countries,
seems to have lost some of its importance. However, such a . con-
clusion cannot be drawn directly from our regression results
because the data underlying this variable do not refer to labour:
costs but to changes in labour costs in PR countries in relation
changes in the home developed countries. Therefore what can be
concluded with a high degree of confidence from the model esti-
mates 1is that the relative change in labour coéts in PR develop-
ing countries, where they have increased in almost all the cases
except in the Philippines (Table A2), have not adversely affected
the inflow of FDI except those from Japan. ’ '

As already said there are certainly differences in investment
behaviour of firms from different developed countries. In this.
respect, this analysis confirms the results of many other studies
in this field (e.g. Clegg, 1987; Hiemenz, 1987; Kirchbach, 1985;
Gross, 1985; Hill, 1985; Marsh, 1983; Kojima, 1978). What 1is
interesting to note is that the model explains the least amount
of wvariation (R2 = 0.31) in the case of US FDI indicating that
there are some important variables left out of the US equation.
It takes into account only macro economic variables, which is in
accordance with the purpose of this paper. However, FDI is also a
function of firm specific variables such as internal liquidity,
geographical distribution of risks and the need for local pre-

sence in the host countries in face of international competition
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on product markets. These may play even a greater role in the
initial stages of the‘majority of the investment decisions. espe-
cially in the manufacturing sector. This is likely to be more so, .
the heavier the weight of bigger multinational corporations in.
the FDI of a country, which certainly applies to the USA. The
alternative regressions of the American FDI exclusively in the
manufacturing sector showed that none of the independent var-
iables considered here had a statistically significant effect on
"FDI flows except that of relative earnings. But in this case the
coefficient was not negative as hypotheSised. Manufacturing sec-
tor attracted only one sixth of the American FDI in the selected
PR developing countries during the period considered in this
analysis. So the notion that investments in manufacturing sector
may be relatively more amenable to ownership specific factors
than to locational macro economic and political factors in the
host countries may apply to these countries. Of course, if the
economic and political conditions in the host countries are very
unstable or hostile to foreign investors, the flow of FDI would
be deterred to a great extent even if the investors were willing
to invest on gruunds of their firm specific advantages. However,
PR countries except probably the Philippines had relatively
stable and gquite hospitable conditions for foreign investments
and it is likely that the American investments were more supply

determined.

ITI. Sectoral Analysis

This section highlights the sectors in which the thrust of FDI
of the USA, UK, Germany and Japan in PR developing countries lies
and analyses the changes which have taken place in this sectoral
structure during the recent past. Industrial structure has been
changing both in the home and host countries. Therefore, an
attempt is made further to find out whether the flows of FDI in
the Eastasian developing countries are related with this struc-
tural development in the sense that investors from the shrinking
industries of the home countries may be increasing their invest-

ment activities in the Third World.
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Comparative figures of sectoral distribution of FDI of the four
home countries are given in Table 2. It is evident from this
table that comprehénsive data are available.only for the USA and
Japan. In the case of the other two countries, there are many
blanks either because in many branches of the different host
countries no investments have been made by the given home
countries or because they are not disclosed by them on grounds of

statistical secrecy.

FDI of the traditional two capital exporting countries, the USA
and the UK, are highest in the servicing and trading sectors.
Together these two sectors attract about two fifths of their
total FDI in the Third World. Detailed data for all the PR coun-
"tries are not available, but from whatever figures are given
(Table 2) for them it can be said that more or less the same
pattern may be applicable to the American and British FDI in
these countries as well. The German and Japanese FDI in these
expanding sectors are, comparatively speaking, modést, but they
are increasing. Japan is famous for the overseas activities of
her trading companies (Sogo Shoshas) but has only about 5 per
cent of her total FDI in the Third World in trading sector. A
phenomenal rise has taken place in her share of other services
including banking and finance. It increased from 3 per cent 1in
1980 to 11 per cent in 1986. The fast expansion of Japanese
investments in banking séctor of developed countries have
attracted much publicity during the last few years, but that this
has happened in the developing countries also is less known, even
if some of this increase is accounted by investments in the tax
haven countries like Bahamas and Bermuda (Agarwal, 1988). Within
the manufécturing sector, most of the FDI has gone intd chemical
and electronic industries of PR developing countries. In the
former, more because chemical firms of the developed countries
have accumulated relatively high firm specgific advantages and
prefer to exploit them internally through FDI rather than to go
through inefficient markets and in the latter, more because PR
developing countries have traditionally offered locational advan-

tages to foreign investors. Electronic industry provides also a
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Table 2 - Sectoral Structure of FDI of the USA, FRG, UK and Japan in All Developing Countries and Selected Pacific-Rim Coumtries
1980 and 1987 (per cemt)

US\ FR¢ UK Japan| USA FPRG UK Japan | USA FRG UK Japan
Food and kindred products Chemical and allied products Primary and fabricated netals
Developing 1980 | 3.67 . 11898 1. 8.47 17.33% 1134 10.93, | 3.14 50002 .. 9.
countries 1987 | 3.48 e 8.10° 1.3?" 9.24 18.63" 8.04° 6.1 1.50 4.2" 0.33° 7.323*’
Hoogkong 1980 . . . 018 | 4.82 . o.'uz 0.37, . - - 0.3
'1987 . . .. 0.5 | 4.40 1265 0.23° | 0.24 - . 0.
Singapore 1980 |- 0.67 .. 4.8 1.0 | 1.5 .. 40.663 8.7 2.51 - . - 3.9
- 1987 | o0.87 o2t b, e 242 19.2?" -0.12 - - 2.33"
South Korea 1980 | 5.28 .. .. 150 |15.67 28.98% .. 22. 0.51 - .. 6.
1987 | 4.03 .. .. 1.252” 7.66 2.1 .. 13.82" .. - . :a.dlfb
Taiwan 1980 | 2.94 . . 135 11961 9.502 ..  10.27 - - - 486
1987 | 2.21 . .. 0950|208 4.6 ... 8.4 1.52 .. ..  6.85
Indonesia 1980 | 0.52 . . o.ggb 1.2 a0 .. . L6 . - - 1702
1987 | 0.18 . .. 0. &9 .. 240 15 0.18 - . 1399
Malaysia 1980 | o0.65 . o 26 4.37 z.92§ 7.482 25.69, | 0.81 . 4.(6)(2rb
1987 | 0.36 .. 20.93° 257 ] 1.89 22.52°  7.82° 14.73° | 0.45 .. 12,
Philippines 1980 | 11.19 . . 228 [12.17 .67 37.44: 10.57, . - 12.0:;b
1987 | 18.33 . - 2.85° [17.59 .. 19.18% 17.89° | 1.16 .- 8.8
Thailand 1980 | 3.61 . .. 11.62 | 833 2535 8.7 1.3 . - - 5,
1987 | o0.47 . . s.o%b .. 95.08" 2.61° 5.o§” - - 5.%”
Machinery except electrical Electrical and electronic Transport equipment
- equipment
Developing 1980 | 3.01 s.sola> 1212 2,67 | 351 1.4 3622 3. 3.80 2407 1.9% 3.
comtries w81 | M 70 0.5 2.0 | 413 10.98° 1.3° >0 400 15.90° 0.95° 3
Tiongkong 1980 . . e, 1. 1.98 e, 207 1. - - - -
1987 | 2.31 .. 0asf o.ggb 0.13 1.8 1.8° 1.:31’ 0.00 - - -
Singapore 1980 | 3.18 2.532 0.83% 13.14 | 19.06 12.302 5.10‘0l 14.74, | 4.10 . . n.gz‘;b
1987 | 8.25  2.04 .. 1317|3832 11.91° 1.9 9. 2.42 . 4.9
South Korea 1980 . - .. 3.8 4.94 . . 1293, . - e 167
1987 | .. - 320|130 . . 1.7 . .. . oasd
Taiwan 1980 . - .. 1. 25.49 . . B | 145 . 1.89
1987 | 13.80 - .. 9.13°| 28.89 .. .. 26.45° | 3.28 o173
Indonesia 1980 | 0.07 - - o.3;1b .. 1218 o0.28° 0. - . - 1.221,
1987 | 0.23 . - 0.29°| -0.05 . - 0.6 0.0 .. - 1.
Malaysia 1980 | 0.81 .. 0,07 1.38 | 16.02 38.75; 3.302 8. 0.32 - - 123
- 1987 | .. . . 1IP| 214 25° 2.u° 9. 0.00 . e 7400
Philippines 1980 | 0.33 . - 0.6 7.43 . .. 11 0.65 - - 439
: 1987 | 0.33 - - 055 | 1.5 .. - 1.3 |-0.17 - - 13.03° ]
Thailand 1980 - - . 278 | 5.5 - .. um - - - 1
1987 | 0.31 - e 995 | 13.42 . .. 5. 0.00 - - 4
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Table 2 continued
USA FRG UK " Japan | USA FRG UK Japan | USA FRG UK Japan
Other manufacturing Wholesale trade Services including banking and
N other finance
. a a . a a a a A
Developing 1980 |7.94 847, 12647 3.25 | 9.88  6.28) 20.807 4.29, 2651  9.24 16347 2.9,
comtries 1987 |6.63 8.7 5.41° 2.258° | 9.03  5.81° 9.46° 517 | 2036 1162 32.13° 11.05
Hongkeng 1980 .. .. 0.692 2.83, |26.61 14.17; 24.412 2411, | 29.81 67.65% 25.152 -
1987 .. oo 1.63% 1.92° [37.03  26.33° 12.61°5 20.39° | 44.27 .. 12.695 28.6
. a a a . a
Singapore 1980 .. . 2.9 17,09, |13.21 15, 29.29  5.98 | 10.03 . 0.24 ..
1987 | .. 053 8.28° | 5.5 16.2(9)1’ 10.27° '7.23”- 10.59  56.52° 13.0°  5.56°
South Korea 1980 . o536 'l.zsf'> . 035, U - -
1987 | 4.72 .. .. 452 .. 15.25 0.59° | 57.66 .. .. 38.30
Taiwan 1980 .. . . 178 |88z 5.4 3 . L.08 117.06 .. .. oy
1987 | 4.42 .. .. 16.18 |12.27  20.3 27 1233 0 0 L 0.8
Indonesia . - 1980 .. O X 1.50  14.74° o 025 | 112 . .. .
1987 | 0.46 ee .. 218 . .. 18.32° o0.60° | 5.04 . .. 1.2%
. a a a
Malaysia 1980 | 3.56 .. 8mt 3. .. 10.83% 4558 185 | 1.62 .. ..
1987 | .. oasS 4.23b a.68 1667 6.1 8.42° | 0.27 7.5  1.79°
Philippines 1980 .. .. - 260, | 7.1 28.33° 214 o 65, | 11.93 ) i .
1987 | 5.53 2.63° | 6.94 .. .. 0.88 |24.03 . 3.61
i ’ a a a
Thailand 1980 .. .. 4. w39, 75.63%  10.86_ | 11.11 .. 0.63 )
1987 | 2.03 .. 9;” 3.82 120.83b 48.00° 15.38 | 8.58 .. 1.92°
M081. - P1986. - C19g4.

Sources: US Department of Commerce, Survey of Current Business, Washington, D.C., various issues. - Bundesbank, Die Kapitalverflechtung
der Unternehmen mit dem Ausland nach Lindern und Wirtschaftszweigen 1976 bis 1981 und 1980 bis 1986, Beilage zu "Statistische
Beihefte zu den Monatsberichten der Deutschen Bundesbank”, Reihe 3, Zahlungsbilanzstatistik, No. 6, June 1983 and No. 3, March
1988, Frankfurt a.M. - Department of Trade and Industry, Business Statistics Office, Business Mcmitor, Census of Overseas
Assets, 1981 and 1984 Supplements, London 1984 and 1987 respectively. - Ministry of Finance, Monetary and Financial Statistics
Monthly, Tokyo, various issues.
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classical example of product cycle goods suited for FDI activi-
ties in the Third World. Food and metals appear to be branches
which are generally moreineglected by foreign investors in PR

developing countries.

Finally, data on changes in industrial shares of manufacturing
value added (Table A3) were compared with changes in similar
shares in FDI during the selected period. This comparison shows
that the American FDI in PR developing countries has generally
increased in those branches which have been cohtracting there in
the process of industrial transformation or vice versa. In six
out. of the seven selected countries, the related correlation
coefficients were negative, though only one of them was statis-
tically significant at 10 per cent level (Table 3). In contrast
to this, the Japanese FDI has gone mostly into those industries
which were expanding in terms of their proportionél contribution
to the manufacturing value added of the host countries. If it 1is
accepted that expanding industries in PR countries are also those
in which these countries have their comparative advantages, then:
the pattern of FDI revealed in this analysis conforms fhe Kojima
hypothesis (Kojima, 1978) that the Japanese FDI corresponds the
resource endowment of developing countries whereas the American
FDI does not. However, a comparison for all the developing coun-
tries together yielded that the Japanese FDI in the Third World
is coming generally more from the industries which are able to
raise their shares in the domestic manufacturing value added, as
in the case of the USA also, though the related correlation co-
efficient is statistically significant only for the latterl. The
detailed figures for the German and the British FDI in individﬁél
industries of PR developing countries are available only in a few

cases so that a correlation analysis for them is not possible. At

In a very detailed structural analysis Hiemenz (1987) shows
that a tendency of convergency between the US and Japanese
structures of FDI 1is already discernable also in the ASEAN
countries which may also be responsible for relatively low
coefficients of correlation in Table 3.
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Table 3 - Correlagion (Pearson) Coefficients Between Sectoral
Changes  in Value Added and in FDI in Home and Host

Countries
usa® | FRG® Uk® Japan?
Developing _
countries 0.66* -0.13 0.37 0.24
Hongkong -0.80%* . . 0.62%*
Singapore. -0.23 .. .o -0.13
South Korea -0.32 . . 0.40
Taiwan | -0.36 | .. .. 0.08
Indonesia -0.37 . R 0.72%
Malaysia 0.64 .. .. 0.43
Philippines -0.34 e .. -0.00

aFood, chemicals, metals, machinery, electrical equipment,
' b

transport equipment and "other" manufacturing. - 1978 and
1985. - 1978 and 1984, sectoral data for the individual PR
countries are incomplete. - d1976 and 1983.

significant at 10 per cent level.

source: UN, Industrial Statistics Yearbook,  Vol. I, New York,
" various issues; for FDI see Table 1.
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the global level, the pattern of the British FDI does not appear
to be different from that of the USA or Japan. Only the German
FDI seems to deviate from it. Relatively more of FDI in the Third
World is undertaken by those industries of West Germany which
have been loosing their share in domestic value added in the
manufacturing sector. The corfesponding correlation coefficient
is however insignificant and very low (-0.13) for any conclusive

analysis.

IV. Conclusion

FDI in the Third World have risen during the eighties by about
9 per cent per annum (Table A5). As compared to this, the growth
of FDI in PR developing countries was much higher with the excep-
tion of the Philippines and Thailand (Table A6). Even in these
two countries, the growth rates of FDI were not less than the

average growth of FDI in all developing countries together.

The most important reason for the relatively larger flow of FDI
into the selected PR developing countries is their high level of
development measured in term of income per capita. This is shown
by the results of the regression analysis for the direct invest-
ments of the USA, West Germany, the UK and Japan in this area.
Strong economic development tends to attract foreign investors,
on the one hand, through deménd affect on their final products
and on the other hand through supply of inputs, infrastructure
and stable economic as well as political conditions in so far as
these are usually correlated with the stage of economic develop-
ment of any country. Further, most of the PR developing countries
considered here have been able to achieve relatively high rates
of real economic growth during the eighties which also seem to
have a positive effecﬁ on the inflow of productive capital from

the selected home countries especially from the USA and Japan.

The second important determinant of FDI 1is the aid coming
either from the home countries themselve or from the multilateral

institutions. As usual, Japanese aid to PR developing countries
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proves to be the most prominent factor responsible for large
amounts of direct investments from Japan in these countries. The
evidence for the German FDI in this analysis is in the same
direction, though it is not as strong as for Japan. The American
as well as the British investdfs are oriented more towards
multilateral aid. Their direct investment in this fegion is
accounted mostly by the services sector including trade. The
German and Japanese FDI in thié expanding sector is modest but

has been increasing, especially in the case of Japan.

Within the manufacturing sector, FDI has been undertaken mostly
in the chemical and electronic industries of the PR developing
countries. Chemical industry is generally dominated by inter-
national investments, but the concentration of FDI in electronic
sector in these countries is likely to be related with locational
advantages such as stable political conditions, growing demand
for final products, good infrastructure, liberalisation of goods
and capital markets. Labour costs do not seem to play an impor-

tant role in the eighties as they did earlier.

In most of the PR developing countries the American direct
investments have 1increased relatively more in the industries
whose shares in total manufacturing value added were going down
whereas those of Japan have risen in the industries able to raise
their shares of manufacturing value added. In this sense, the
latter were in accordance with the comparative advantages of the
host countries supporting the Kojima hypothesis. However, con-
sidering the total FDI in the Third World, it is found that both
the Japanese and the "American investments came more from their
expanding rather than contracting industries. From the point of
view of - long run viability of direct investments, it is important
that they are made in industries which have greater growth
prospects in the host countries. In this respect, however, not
all developing countries of the Pacific Rim are alike (Table A3).
Therefore, comparative advantages of host countries should be
weighed carefully in investment decisions of foreign investors in
this region notwithstanding the fact that the prospects of its

continued high economic growth remain very good.
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Table Al - Shares of Selected Regions in Gross Outflow of FDI from all Coun-~
tries, 1970-1985

19702 1980 1985
$ Bill. - per |$Bill. per [$ Bill. per
cent cent - cent
Total Outflow 12.5 100 53.3 100 55.7 100
of which inP:
PR developing ‘ -
countries 0.5 4 3.5 7 5.6 10
PR developed d
countries 1.3 10 2.3 4 3.9 7
Latin America 1.3 10 6.2 12 4.8 9
Western Furope 4.7 38 21.0 39 15.7. 28
UsA 0.9 7 | 16.9 32 | 19.4 35
a1970/71, total outflow from developed market economies only. - bThe

shares are based on the inflows of FDI which are not always comparable
with the outflow data. - Cincludes other countries of South and South-East

Asia. - dExcluding New Zealand.

Source: UNCTC, 1985, p. 18. - The CIC Reporter, 1987, p. 3. - IMF, Interna-
tional Financial Statistics, various issues. — Australian Bureau of

Statistics, Foreign Investment Australia 1986-87, Canberra 1988.
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Table A2 - Index of Relative Earnings per Employee in Selected Countries, 1978-1985 (1980 = 100)

Index of
real ear-
nings- per Index of ~ Real earning per employee
employee real earnings per employee (1980=100) in relation to:
1980=100 Usa UK FRG Japan Average USA UK FRG Japan Average
(1) (2) (3) 4) (5) &  (D:(2) W:(3) M:(4) D):(5) (1):(6)
Korea
1978 94.3 108.6 95.3 96.9 98.6 99.9 86.8 99.0 97.3 95.6 94.4
1979 104.6 104.6 98.2 99 101.6 100.9 100.0 106.5 105.7 103.0 103.7
1980 100 100 100 100 100 100.0 100.0 100.0 100.0 100.0 100.0
1981 98.3 99.7 100.6 99.3 101.5 100.3 98.6 97.7 99.0 96.8 98.0
1982 102.8 99.8 102.2 98.5 104 101.1 103.0 100.6 104.4 98.8 101.7
1983 109 102.3 105.8 99.3 105.3 103.2 106.5  103.0 109.8 103.5 105.6
1984 124.2 97.8 123.2 100.5 109.3  .107.7 127.0 100.8 123.6 113.6 115.3
1985 125.9 101.2 131.7 99.8 113.3 111.5 124.4 95.6 126.2 111.1 112.9
Hongkong
1978 94.8 108.6 95.3 96.9 98.6 99.9 87.3 99.5 97.8 9.1 94.9
1979 101.8 104.6 98.2 99 101.6 100.9 97.3 103.7 102.8 100.2 100.9
1980 100 100 100 100 100 100.0 100.0 100.0 100.0 100.0 100.0
© 1981 100.4 99.7 100.6 99.3 101.5 100.3 100.7 99.8 101.1 98.9  100.1
1982 99.2 99.8 102.2 98.5 104 101.1 99.4 97.1 . 100.7 95.4 28.1
1983 102.6 102.3 105.8 99.3 105.3 103.2 100.3 97.0 103.3 97.4 99.4
1984 110.1 97.8 123.2 100.5 109.3 107.7 112.6 89.4 109.6 100.7 102.2
1985 NA 101.2 131.7 99.8 113.3 111.5 NA NA NA NA NA
Indonesia
1978 91.8 108.6 95.3 96.9 98.6 99.9 84.5 96.3 94.7 93.1 91.9
1979 93.6 104.6 98.2 99 101.6 100.9 89.5 95.3 94.5 92.1 92.8
1980 100 100 100 100 100 100.0 100.0 100.0 100.0 100.0 100.0
1981 108.3 99.7 100.6 99.3 101.5 100.3 108.6 107.7 109.1 106.7 108.0
1982 123.2 99.8 102.2 98.5 104 101.1 123.4 120.5 125.1 118.5 121.8
1983 128.4  102.3 105.8 99.3 105.3 103.2 125.5 121.4 129.3 121.9 124.4
1984 127.4 97.8 123.2 100.5 109.3 107.7 130.3 103.4 126.8 116.6 118.3
1985 146.8 101.2 131.7 99.8 113.3 111.5 145.1 111.5 147.1 129.6 131.7
Malaysia
1978 83.4 108.6 95.3 96.9 98.6 99.9 81.4 92.8 91.2 89.17 88.5
1979 95.5 104.6 98.2 99 . 101.6 100.9 91.3 = 97.3 9.5 94.0 94.7
1980 100 100 100 100 100 100.0 100.0 100.0 100.0 100.0 100.0
1981 101.9 99.7 100.6 99.3 101.5 100.3 102.2 101.3 102.6 100.4 101.6
1982 110.6 ~ 99.8 102.2 98.5 104 101.1 110.8 108.2 112.3 106.3 109.4
1983 117.4 102.3 105.8 99.3 105.3 103.2 114.8  111.0 118.2 111.5 113.8
1984 126.1 97.8 123.2 100.5 109.3 107.7 128.9 102.4 125.5 115.4 117.1
1985 140.2 101.2 131.7 99.8 113.3 111.5 138.5 106.5 140.5 123.7 125.7
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Index of
real ear- !
nings per Index of . Real earning per employee: !
employee real earnings per employee (1980=100) in relation to: %
1980=100 USA UK FRG Japan Average  USA UK FRG  Japan Average
(1) (2) (3) (4) (5) (6) (1):(2) (1):(3) (D:(4) (1):(5) (1):()
Philippines
1978  105.9 108.6 95.3 96.9 98.6 99.9 97.5 111.1 109.3 = 107.4 106.1
1979 98.9 104.6 98.2 99.0 101.6 100.9 94.6 100.7 99.9 97.3 98.1
1980 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1981 98.0 99.7 100.6 99.3 101.5 100.3 98.3 97.4 98.7 96.6 97.7
1982 83.2 99.8 102.2 98.5 104.0 101.1 83.4 81.4 84.5 80.0 82.3
1983 77.7 102.3 105.8 99.3 105.3 103.2 76.0 73.4 78.2 73.8 75.3
1984 67.3 97.8 123.2 100.5 109.3 107.7 68.8 54.6 67.0 61.6 62.5
} 1985 54.2 101.2 131.7 99.8 113.3 111.5 53.6 41.2 54.3 47.8 48.6
Singapore
1978 90.5 108.6 95.3 9.9 - 98.6 99.9 83.3 95.0 93.4 - 91.3 90.6
1979 94.8 104.6 98.2 99.0 101.6 100.9 %0.6 96.5 95.8 93.3 %4.0
1980 100.0  100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1981 108.6 99.7 100.6 99.3 101.5 100.3 ~ 108.9 108.0 109.4 107.0 108.3
1982 119.1 99.8 102.2 98.5 104.0 101.1 119.3 116.5 120.9 114.5 117.3
1983 131.8 102.3 105.8 99.3 105.3 103.2 128.8 124.6 132.7 125.2 127.7
1984 141.5 97.8 123.2 100.5 109.3 107.7 144.7 114.9  140.8 129.5 131.4
1985 JNA 101.2 131.7 99.8 113.3 111.5 NA NA MA NA NA
Taiwan
1978 56.77 108.6 95.3 96.9 98.6 99.9 52.3 59.6 58.6 57.6 56.9
1979  68.73 104.6 98.2 99.0 101.6 100.9 65.17 70.0 69.4 67.6 68.2
1980  84.27 100.0 100.0 100.0 100.0 100.0 84.3 84.3 84.3 84.3 84.3
1981 100.0 99.7 100.6 99.3 101.5 100.3 100.3 99.4 100.7 98.5 99.7
1982 109.7 99.8 102.2 98.5 104.0 101.1 109.9 107.3 111.3 105.4 108.4
1983 116.6 102.3 105.8 99.3 105.3 103.2 114.0 110.2 117.4 110.7 113.0
1984 134.59 97.8 123.2 100.5 109.3 107.7 137.6 109.2 133.9 123.1 125.0
1985 132.15 101.2 131.7 99.8 113.3 111.5 130.6 100.3 132.4 116.6 118.5
Thailand
1978  99.8 108.6 95.3 9.9 98.6 99.9 91.9 104.7 103.0 101.2 99.9
1979 99.9 104.6 98.2 99.0 101.6 100.9 95.5 101.7 - 100.9 98.3 99.1 |
1980 100.0 100.0 100.0 100.0 100.0 100.0 100.0 . 100.0 100.0 100.0 100.0
1981 105.6 99.7 100.6 99.3 101.5 100.3 105.9 105.0 106.3 104.0 105.3
1982 120.4 99.8 102.2 98.5 104.0 101.1 120.6 117.8 122.2 115.8 119.1
1983 134.5 102.3 105.8 99.3 105.3 103.2 131.5  127.1 135.4 127.7 130.4
1984 151.1 97.8 123.2 100.5 109.3 107.7 154.5 . 122.6 150.3 138.2 140.3
1985  158.6 101.2 131.7 99.8 113.3 . 111.5 156.7 120.4 158.9 140.0 142.2

Source: Calculated from the World Bank, World Tables 1987, op.cit., Taiwan Statistical Data Book, op.cit.
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Table A3 - Shares in Industrial Value Added by Sector ({ISIC) in Selected Home and H&ét Countries,
1978 and 1985 (per cent)

Blec-

Trans-
Cheni- Machin- trical port Other
Food cals Metals ery Machin- Equip- Manu-

- ery ment factures
Usa 1978 9.61 15.25- 13.36 12.57 §.84 12.06 28.30
1485 10,45 15.12 9.77 11.60 11,16 12.87 29.03
West Germany 1978 10,00 17.25 13.47 12,79 11.12 11,95 23.42
1984 9.05 19.04 12.38 12.98 12.05 12,97 21.53
0K 1978 11.79 14,73 13.71 12,18 §.31 11,07 28.21
1984 12.98 16.55 10.78 11.65 10.41 10.13 27.50
Japan 1976 9.59 14,54 15,24 11,32 10,59 10,60 28.12
1983 9.62 15,21 13.42 12,05 14.20 10,53 24,94
Hong Kong 1978 4,03 16.86 8,79 1.89 12.33 . 59.96
1984 3.80 10,85 7.10 1.99 16.70 . 57.37
Singapore 1978 5,54 23,88 7.00 T, 20.50 12,23 22,88
1945 §.26 19.05 A8 1.6 31.64 9.67 19.29
South Korea 1978 1.1 17.54 10,26 3,89 §.86 .80 39,88
1984 9.21 18.14 11.94 47 11.94 8.54 5. N
Taiwan 1978 7.19 29.56 10.69 11.82 . 31.2¢
1986 5.46 28.50 10.88 17.67 . 27,10
Tndonesia 1978 17.59 20,02 3.39 4,84 4.9 47,48
1984 12,45 16.18 14.93 3.35 5.5 46.18
Halaysia 1978 1.8 11.92 9.43 33.38
1984 18.62 23. 47 16.43 28.05
Philippines 1979 22.11 12,44 4.61 $.14 11.3¢ 43,64
1984 321N 22,14 10.06 7.34 1.45 25.22

Source: UN, Industrial Statistics Yearbook, Vol. I, New York, various years. - Department of S§ta-

tistics, Ministry of Economic Affairs,
Area, The Republic of China, December issues 1985 and 1987,

Industrial Production Statistics Monthly, Taiwan
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Table Ad — Sectoral Structure of FDI of the USA, FRG, UK and Japan in All Developing Countries and Selected Pacific-Rim Countries
1980 and 1987 (Millions) . : .

USA FRG UK Japan USA FRG UK Japan USA FRG UK Japan
$ ) | S us$ $ DM 3 uss$ $ DM 3 uss$
Food and kindred products‘ Chemical and allied products Primary and fabricated metals
Developing 1980 | 1932 . 21® 30 w2 22022 106> 2179, 1652 625 . 1840
countries 1987 | 2474 R sog” 5150 . 330 1118 30a® 1066 7 e
Hongkong 1980 . . . .95 . 6 . - -
1987 ] . e 13” 240 . 19¢ gb 13 - . é’
Singapare 1980 8 . 200 10 18 . 10° 8 30 . - 3
' 1987 | 22 . 4° pr . TONE e 3 - - 60>
South Korea 1980 3 . . 17 92 a 257 3 - . 7
1987 | a " . 2 s gzgh L s - .. %°
Taiwan 1980 15 . . 100 7 .. 3 - - . 1
1987 | 29 . . 13" m s sgb 20 . ) 72"
Indonesia 1980 7 . . 29, 23 6;2 v 7 . - . 753,
1987 7 . . 35 196 5 8 13 7 - .13
Malaysia 1980 4 . . 17 21 7 a9 167 5 - . . 30,
1987 4 10¢ 3 oa s® 7€ 1seP 5 - .. 15
Philippines 1980 | 137 . . 1 149 7 8.2 65, .. - - 7
981 | 22 .. S T TR T oW
Thailand 1980 | 13 . ) 30 o - - 2
1987 6 . - %” . 12” £ s L - - 42”
Machinery except electrical Electrical and electranic Transport équiment
equipment
. : a a a a . a a
Developing 1980 | 1584 69 53 1849 14532 225 769, 2002 3059 120 6
countries 59 |20 2w w0 se 1o i o w0 mP 1o e
Hongkong 1980 . . . 1 39 . 17 1 - - - -
1987 | 126 .. I A PO @ o - -
. ol a a a
Singapare 1980 38 19 4 228 9 21 1 49 . . 1
1987 | 208 . gg” 966 ugb 25° 222” 61 . . 12
South Korea 1980 . - . 4 29° .. . 1m .. - . 19
1987 | .. - . 7(15” 115 . U . ™
Taiwan 1980 .. - . ;%b 130 . . 1 38 - . 1
, 1987 | 181 - . 379 .. .. 3 - .1
Indonesia 1980 1 - - 15 .. 190 & 3 - . - 6
1987 9 . - R P - s 0 . T
Malaysia 1980 5 . o 9 99 938 142 5 2 - -
1987 ) . . ° 2 s® 2 12'2r" 0 . ) 9§b
Philippines 1980 4 .. - 91 . . 7 8 - - 27
1987 4 - - 2 o . T - T
Thailand 1980 - - ; 1, 20 - ; T - - - 30,
: 1987 4 - ) 88 172 . . 52 0 - - 43




Table A4 continued

23

USA FRG UK Japan USA FRG UK Japan
$ ™ £ Uss $ oy £ Uss
Other manufacturin\g Wholesale trade
Developing 1980 4183 1076; 7872 64a;b 5204 7923; 1544: 855,
countries 1987 a7 1551 - 761 110 6430 10 1315 2545
Hongkong 1980 .. 6: 3 524 532 : 2
1987 25 6 2019 168 194 7
Singapore 1980 . 122 160, 158 1142 1232 56
1987 ) .. T a3 150 16 135 187
South Korea 1980 .. .. . 6 52
1987 8 ) .. 9 2P ) 1§b
. a
Taiwan 1980 .. .. 5 45 ;
1987 58 ] : 17(1>h 161 231’ ng
Indonesia 1980 .. .. . 154, 20 23; o 1
1987 18 . . 189 . 9 61 5
. a a a
Malaysia 1980 22 . 49 23 .. 26 26 1
1987 . . 48° 550 52 P 61° 102b
Philippines 1980 . . - 16, 87 172 13 gn
1987 67 ) 24 84 15 ..
Thailand 1980 .. ; . 18, .. 28: 222 a3,
1987 2% ) 84 49 24 36 13
Services including banking and other finance Total of all sectors
Developing 1980 13966 1174; 1017": 501, | 52684 12708; 6226: 19937
countries 1987 20894 2056 4467 5439 71174 176810 13905 492377
Hongkong 1980 587 2532 z1sz cy 1969 m; 8352 1095
1987 2414 .. 1118 982 5453 638 1538 3433
 §ingapore *1980 120 - 12 ey 1196 750; 4202 936,
1987 267 555 172 143 2521 982 1314 2571
South Korea | 1980 . . .y 587 692 1137,
1987 587 ) . 838 1018 17P ) 2188
Taiwan 1980 7 . ‘e 510 73;", 370,
1987 162 . 9 1312 108 . 1051°.
Indonesia 1980 15 .. . . 1334 1562 722
1987 198 .. ) 107 | 3929 . 333° gg%"
Malaysia 1980 10 . e - 618 2402 5soi 6
1987 3 7% 23 1111 22 997 1283
Philippines 1980 146 .. . “y 1224 60? zzf;l 615,
1987 291 ] ] 33 1211 .. 73 913
. a a a
Thailand 1980 40 . 0 .. 360 7 32 396
1987 110 . 1P| 1282 23” 75¢ 834>
P1981. - b1986. - C1984. - d'l'otal FDI is less than FDI in trade, sector because of a negative figure in one of the
industries. :

Source: US Department of Commerce, Survey of Current Business, Washington, D.C., various issues. — Bundesbank, Die
Kapitalverflechtung der Unternehmen mit dem Ausland nach Lindern und Wirtschaftszweigen 1976 bis 1981 und
1980 bis 1986, Beilage zu "Statistische Beihefte zu den Monatsberichten der Deutschen Bundesbank”, Reihe 3,
Zahlungsbilanzstatistik, No. 6, June 1983 and No. 3,
Industry, Business Statistics Office, Business Monitor, Census of Overseas Assets, 1981 and 1984 Supple-
ments, London 1984 and 1987 respectively. - Ministry of Finance, Monetary and Financial Statistics Monthly,

Tokyo, various issues.

March 1988, Frankfurt a.M. - Department of Trade and
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Table A5 - Growth of FDI (Stock) of Selected Developed Market Economies in the Third World, 1970,

1982, 1986
1970 1982 Average 1986 Average
_ Growth , Growth
Bill.$  Per Bill.§  Per 1970- | Bill.$ Per 1982~
cent ) cent 1982 cent 1986
Total FDI 42.17 100.0 | 120.6 100.0 9.0 |169.5% 100.0 8.9
of which b
Australia 0.3 0.7 1.5 1.2 14.4 3.0 1.8 25.5
Japan 1.2 2.8 | 11.4° 9.5° | 206 | 320  18.9 29.5
Germany, F.R. 1.9 4.4 12.6 10.4 17.1 14.7% 8.7 4.0
France 3.8 8.9 9.6 8.0 8.0 10.8&l 6.4 3.0
United Kingdom 5.9 13.8 15.8 13.1 8.6 16.1"’1'd 9.5 1.0
USA 22.3 52.2 | 48.1°%  40.3° 6.6 | 60.6 35.8 5.8
aZprroximation based on the OECD stock data of 1982 plus annual flows of FDI. - bNcut quite com-
parable with earlier years due to change in FDI definition. - C]i:xcludj.ng official support (§ 6
bill.) for private investments. -- d1984. - SCorrected for the difference between OECD and US
Department of Commerce (Survey of Current Business, 1987) figures on US direct investment abroad.

Source: OECD, 1987. - CIC Reporter, 1987. - Der Bundesminister fiir Wirtschaft, 1987. - US Department
of Commerce, Survey of Current Business, August 1987. - Ministére de 1'Economie, France, var-
ious years, Table I-35 and I-36. - Australian Bureau of Statistics, various years. - British
Business, 22 May 1987. - OECD, Development Cooperation, Efforts and Policies of the Members
of the Development Assistance Committee, 1987 Report, Paris 1987.
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Table A6 - Growth of FDI (Stock) in Pacific Rim Developing Countries 1971-1986 (Bill. USS)

Growth Rate
1971 1983 19862 between
1971 - 1986
China, PR 1.2 2.6 7.9 48.4
Hong Kong Y 4.2 4.2° 17.6
Indonesia | 1.0 6.8 7.8 15.8
Malaysia 0.9 6.2 6.8 15.5
Philippines 0.9 2.7 3.08 9.0
Singapore 0.4 7.9 . 8.4é 26.5
South Korea | 0.3 1.8 1.8° 16.1
Taiwan 0.7 3.9 5.9 14.2
Thailand 0.4 1.4 1.9 10.9
3FDI Stock in 1983 (OECD, 1987) plus the flows of FDI in the following years taken from the
respective national statistical sources. — b1981. - ®1983. - d1985. - ©1984,

Source: OECD, 1971. - OECD, International Investment and multinational Enterprises, 1987. -
Langhammer, 1986. - MIDA, 1985. - Philippine Statistical Yearbook 1986. - Singapore
Economic Development Board, 1985/86. — Republic of China, Taiwan Statistical Data Book,
1987. - IMF, 1987. - Almanac of China's Foreign Economic Relations and Trade, Beijing,
various issues. - Financial Times, 2. December 1987.
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