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ABSTRACT

Determinants of Foreign Investment Ownership Strategy:
The case of Chinese Companie's

Lee, Jang—Hyung* - Jeon, OQi-Sul**

Chinese has increased rapidly and is expected to grow continuously foreign
investment in the future. This is a study on the determinants of Chinese
foreign companies ownership in abroad. This study tries to analyze the
determination of ownership share(independent advance method and cooperation
advance method) proposed at the first time a company is engaged in a foreign
direct investment. The main purpose of this study is to test empirically the
determinants of ownership. '

This research was conducted in 2 stages. (1) A research model was
designed by reviewing relevant theories, previous studies, and the current
investment situations. (2) A survey of Chinese Companies engaged in
investment projects in abroad was done by collecting questionnaires from the
relevant firms. Empirical analysis is performed for 41 Chinese foreign
investment firms. On the basis of this survey, the logistic regression analysis
was used to test several hypothesis.

The empirical findings are support hypothesis: (1) Determinants of Chinese
investment in abroad seem to include investor's marketing ability, foreign
subsidiary’s dependency on the parent company, foreign subsidiary’s dependency
on the parent company’s capital, investment risk, investor’'s demand for local
resources, resources-seeking motive, and market-seeking motive. (2) Among
these investor’'s marketing ability, foreign subsidiary’s dependency on the parent
company, and foreign subsidiary’s dependency on the parent company’s capital
which had appeared to be regarded in the independent advance method,

* Department of Management + Accounting - Insurance-Finance, Daegu University
** Division of Management, Uiduk University
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investment risk, investor’s demand.for local resources, resources-seeking motive,
and market-seeking motive which had appeared to be regarded in the
cooperation advance method.

Keywords @ Ownership, Chinese foreign investment, Determinants of foreign

investment, Independent advance method, Cooperation advance
method
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