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Ａｂｓｔｒａｃｔ 

JapanhasemergedasamajorsourceofFDIoutflowsespeciallysincethemid-1980s・
JapanesecorporationshavealsosetupproductionbasesinmanycountriesinEastandSouth-

eastAsiawhich化ｅｄｂａｃｋｔｏｔｈｅｉｒｈｏｍｅｍａｒｋｅｔｏｒｔｈｉｒｄcountries・TheexportTIatfbIm
productionbyJapaneseMNEshasmovedoveｒｔｉｍｅｆｉ｢omEastAsiancountriestoSoutheasｔ 

Ａｓｉａｉｎａ`flyinggeesepattern,、SouthAsiancountries,however,despitetheirlalgemarkets，
manpowerpoolandliberaIpolicieshavenotreceivedtheattentionofJapanesecorporations 
inadesirablemanner・ThispaperreviewsthetrendsinJapaneseFDIinflowsintheSouth

AsiancountriesintheperspectiveofpatternsofglobalFDIHows、Itthenexploresthereasons
fbrtherelativeneglectofSouthAsiabyJapaneseMNEs・Italsoexaminestheexport‐
orientationofJapaneseFDIintheSouthAsiancountriesandexplorestheirprospectsof 
servingasbasesfbrexport-orientedproduction． 

1．Ｉｎｔｒｏｄｕｃｔｉｏｎ 

Ｊａｐａｎｈａｓｅｍｅｒｇｅｄａｓａｍａｊｏｒｓｏｕ１℃eofFDIoutflowsespeciallysincethemid‐ 
1980s・Japanesecorporationshavebecomemajorplayersinanumberofindust‐
rialised，newlymdustrialismganddevelopingcountriesanddominateagrowing 
numberofmarketsegments・Japanesecorporationshavealsosetupproductionbases
inalargenumberofcountriesparticularlyinEastandSoutheastAsiawhichfbed 

backtotheirhomemarketmJapanorareusedtoserveasregionalorglobalproduc-
tioncentres、TheseproductionbaseshavebeenrelocatedbyJapaneseMNEstoaccess

cheapersuppliesofabundantlabourorrawmaterialsintheirhostcountriesasJapan 
lostitscomparativeadVantageｄｕｅｔｏｒｉｓｍｇｗａｇｅｓａｎｄａｐｐｒｅｃｉａｔｍｇｙensincethe 
P1azaAccordTheseproductionbaseshavethushelpedtheirhostcountriesnotonly 
toenternewUnesofmanufacturingbuthavealsoassistedthemtoexpandmanufac-

AneaJliervc応ioHDofthispapcrwlnspr℃scntcdatthelntcmationalScminaronJapan-SouthAsiaCoopcmtion，
NcwDclhi,８－１０Ｍａｍｈｌ９”、ThcauthorwishestothankProfbssoｒＫ.Ｖ・Kes2vanfbrhisinvitationtop唾par℃
thispaper． 
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turedexports・Theexport-platfbrmproductionｂｙＪａｐａｎｅｓｅＭＮＥｓ，however，has
movedovertimefiPomEastAsiancountriestoSoutheastAsiancountriesasthecom-

petitiveadvantagesoftheoriginallocationsdiminishedFlyinggeesetheoryhasbeen 
advancedtoexplamthefbotloosenatureofJapaneseexport-platfbrmFDI（seeAka-

matsu,1962;Ozawa,1990)．SouthAsiancountriesontheotherhand,despitetheir 
largeandgrowingmarkets,largepoolsoftrainedandcheapmanpower,andrefbrms 

undertakentoliberalizetheirpolicies,havenotreceivedattentionofJapa､esecorpo-
rationsinadesirablemanner・Furthermore,ｔｈｅＪａｐａｎｅｓｅＭＮＥｓｈａｖｅｎｏｔｙｅｔbegun
totapthepotentialofthesecountriesfbrsettingupexportbaseseitherfbrtheirhome 

market-orientedconsumptionorfbrthirdcountryexports， 

ThispaperreviewsthepattemsandtrendsinJapaneseFDImHowsintheSouth 

AsiancountriesandcontraststhemtothoseconcernmgtheglobalHoｗｓｏｆFDLIt 

thenexploresintothereasonsfbrtherelativeneglectofSouthAsiabyJapanese 
MNEsItalsoreviewsthepattemswithrespecttotheexport-orientationofJapanese 

FDIintheSouthAsiancountriesandexplorestheprospectsofSouthAsiabｅｃｏｍｉｎｇ 
ａｂａｓｅｆｂｒＪａｐａｎｅｓｅＭＮＥｓｆｂｒexport-orientedproduction． 

2．TrendsinJapaneseFDIandtheP1aceｏｆＳｏｕｔｈＡｓｉａ 

ＪａｐａｎｅｓｅＦＤＩｏｕｔＨｏｗｓｈａｖｅｇｒｏｗｎｓｕｂstantiallysincethemid-1980s・Thestock

ofJapaneseoutwardFDIhasgrownfromUS＄４４billioninl985to＄Z93billionby 
l999(UNCTAD,2000)．OftheJapaneseFDIoutHowsoverthe1990s,typicallytwo 
thirdshavebeendirectedtoindustrialisedcountries,mainlytheUSandafbwEuro-

peancountriesparticularlytheUK・OftheinHowsdirectedtodevelopingcountries，
over60percentareconcentratedinAsiancountries,withahighconcentrationinthe 
EastandSoutheastAsiancountries（Tableｌ)．TheSouthAsiancountrieshavere‐ 

ceivedamarginal,ifnotnegligible,shareofJapaneseFDIoutflows・Theshareof

SouthAsiancountriesinJapaneseFDIinHowsgoingtodevelopingcountrieshas 

fluctuatedbetｗｅｅｎＯ３７ｐｅｒｃｅｎｔａｎｄＬ７１ｐｅｒｃｅｎｔｂｅｔweenthel990-96periodwith 

anupwardtrendonthewhole、1,1997,ｉｔｓｈｏｗｅｄａｒａｔｈｅｒｓｈａｒｐｒｉｓｅｔｏ３９５ｐercent

befbrefallingagainto1.49percentinl999・IndiahasreceivedthebulkofJapanｅｓｅ

ＦＤＩｉｎＳｏｕｔｈＡｓｉａｆｂｌｌｏｗｅｄｂｙＳｒｉLankaandPakistan、

ToputtherelativeimportanceofSouthAsiancountriesasdestinationsofJapa-
neseFDImperspective,ｗｅｈａｖｅalsocomputedtheirshareinglobalＦＤＩｉｎＨｏｗｓ 
(viz,outflowsfromallthesourcesofFDI)．SouthAsiancountrieshavereceiveda 

verysmallproportionofglobalFDIinflows・However,ａｓｓｈｏｗｎｉｎＴａｂｌｅ２ａｎｄ
Ｆｉｇｕｒｅｌ，theSouthAsiancountrieshaver℃ceivedamorerespectableshareofglobal 
FDIinflowsamongdevelopingcountriesthantheirshareinJapaneseFDIinflows・

Ｏｎｌｙ、1992,1997,ａｎｄl998doestheirshareofJapaneseinflowssurpasstheirshare

mglobalinflowsonacomparablebasis・TheshareofSouthAsiancountriesshowed

arisingtrendinboththecasesduringthel991-97periodalthoughtheupwardtrend 
ismorepronounceｄｉｎｔｈｅｃａｓｅｏｆｇｌｏｂａｌｍｆｌｏｗｓｔｈａｎＪａpaneseinflows、since1997,

shareofSouthAsiahasdeclinedinboththecasesandthedeclinehasbee、sharper
fbritsshareinglobalmHowssincｅｌ９９７ｉｓｐａｒｔｌｙｄｕｅｔｏｔｈｅｃｒｉｓｉｓｉｎｔheEastAsian 

countriessomeofwhichlikeSouthKoreahaveemergedasimportantsouIcesofFDI 

inthereglo､． 
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TablelJapaneseDirectInveshnentbyKeyRegions，1991-” 
（MillionUS＄） 

７２７８８ ３６０２５４３０７１ 

６３７１２６６５６７７７１４１ 

２１３９１１Ｚ１１９27033 

１１２０５１５５１７2８１６１ 

１７９３２４０４955 

６９．８５４61.,09 

１５２８７１８６３９ 

７９４０６５６５８５８６７３７２ 

１９３１４６】２７５０８０４

３０１４６３８０９３３２７６６３５０３１３６Ｚ９３３４３２２８５８ 

３３７０５５３３３８７９４４４６６３３７７１５６８１１６ 

２１７３０５１５３2３８４７１１６２１２３ 

５３９３６８３８１４３１３３２４９２５６２ 

９７５５６６９３２６５４７１９ 

６６３７１０１４６１２３６０１１６１４１２１８３７２２９４８１８ 

２４ＩＤ３０１１３２３６３５３８３４１２１９５４３４８０ 

面面一麺巨氏切■囮
■両■両■nｍ■両■雨■石而…￣河
２１９８０１９８232：３３８２４８ ２１９８０１９８232２８７ 

3.409１．２０５、9521.877２４７１６．３５4.675３１７２

１２２１０２１３０ＺＩＤ４３４２２７ 一一ｍ￣￣河＝画
一－－．－￣■面■■■■■ロ
ロ0016

ｌｎｄｉａ 

Ｐａｋ１ｓｔａｎ ｌ４ 

ｇ ８ 

Ｓｒ１Ｌａｎｋａ 

Source:Compliedli｢omJapan,MITI（'994,1996,1998,2000）quotingtheMinistryofFinance・

Table2GIobalForeigJuDirectlnvestmentlnfIowsllll-9D 
（ＭｉＵｉｏｎＵＳ＄） 

１９９４１９９５１９９６１９９７１９９８１９９９ 

２５５９８８３３１８４４３７７５１６４７３０５２680082865487 Ｗｏｒｌｄ1５．０３６１７８４１２１７５５９ 

２３１２９２９６５１５１２１８6860673324９２４３４１０１５７５96504105621 

４６３７１７１１３７1５８１２９４５３５１９４９００３６８０３１９３ ＳｏｕｔｈＡｓｌ 

１１１４１４１３０８ 

１７３２１４４２４２６３５７７２６３５ ５７４１７３２１４４２４２６３５７７２６３５２１６８ 

７９７９１１１２１０ 

４７８１９２３１２１３２ 

５３４７４１９７１９９１８７１３５０７５３１ 

１２３１９５１６６６５１３３４３５２０６２０２ 

NcpaI 

Pak1btan 

SrlLnnk卍

Source：Ｏｎｔｈｃｂａｓｉｓｏ「ＵＮＣＴＡＤ，Ｕ；ｍＴｌｄｍＰ“ＵｍｍｌＲｅｐｏ｢“VariousycarB．

1８１ 

FiscaIYear 1９９１ 1992 1993 1994 1995 1９９６ 1997 1998 1999 

World ４１５８４ 3４１３８ 36025 43071 51392 48020 53976 45127 72788 

Developed 
Countries 

30980 23850 2５１６５ 26665 34554 3１１９７ 34389 30040 56149 

％share 74.5 69.863 69.854 61.,09 67.236 64.967 63.712 66.567 77.1４１ 

NorthAmerica 18823 14572 15287 18639 23218 23021 ２１３９１ 12111 27033 

Europe 9３７１ 7061 7940 6565 8586 7372 11205 1５５１７ 28161 

AustraliaandNZ 2786 2２１７ 1９３８ 1461 2750 804 1793 2404 955 

Developing 
Countries 

10603 10286 10860 16407 16839 16822 19588 15086 16638 

％share 25.498 30」３１ 30.146 38.093 32.766 35.031 36.29 33.43 22.858 
● 

LatinAmerica 3337 2726 3370 5533 3879 4446 6337 7156 8116 

MiddleＥａｓｔ 9０ 709 ２１７ 305 1５３ ２３８ 471 162 1２３ 

Africa 748 238 539 368 3８１ ４３１ 332 492 562 

Ｏｃ塾､in 492 1８８ 9７ 5５ 6６ 9３ 265 4７ 1９ 

Ａｓｉａ 5936 6425 6637 1０１４６ 12360 1１６１４ 1２１８３ 7229 4818 

ＮＩＥｓｌ 2203 1９２２ 2４１９ 3011 3236 3538 3４１２ 1954 3480 

ＮＩＥｓｌｌ 3083 3197 2３９８ 4037 4137 ４９４９ 5695 4878 3959 

china 579 1070 1６９１ 2699 4４７８ 2510 1９８７ 1１７９ ８１９ 

SouthＡｓｉａ 4０ 219 8０ 1９８ 232 ２８７ 774 338 248 

％sharein 

Developing 
Countries 

0.377 2.129 0.737 1.207 1.378 1.706 3.951 ２．２４ 1.491 

％shareinAsia 0.674 3.409 1.205 1.952 1.877 2.471 6.353 4.675 3.172 

India 1４ 122 3５ 102 130 ２１９ 434 285 227 

Pakistan 1４ 1８ 1２ 8４ ４３ 3０ 6２ 1０ ０ 

Bangladesh ８ 6０ 1６ ２ １ 1１ ７ ３ 0 

SriLnnkzn ４ 1９ 1７ 1０ 5８ ２７ 2７１ 4０ 2１ 

1９９１ 1９９２ 1993 1994 1995 1996 1997 1998 1999 

World 1５８９３６ 175841 217559 255988 331844 377516 473052 680082 865487 

Developing 
Countries 

41696 5１１０８ 72528 104920 111884 145030 178789 179481 207619 

Ａｓｉａ 23129 29651 51218 68606 73324 92434 101575 96504 105621 

SouthＡｓｉａ 463 717 1１３７ 1５８１ 2945 3５１９ 4900 3680 3１９３ 

％sharein 

Developing 
Countries 

1．１１ 1403 1.568 1．５１１ 2.632 2.426 ２．７４１ 2.05 1.538 

％shareinAsia 

(Developing） 

2.002 ２．４１８ 2ユ２ 2．３１ ４．０１６ 3.807 4.824 ３．８１３ 3.023 

Bangladesh １ 1８ 1０ １１ ２ 1４ 1４１ 308 150 

India 1５５ 233 574 973 ２１４４ 2426 ３５７７ 2635 ２１６８ 

Mnldives ｎ.ａ． ７ ７ ， ７ ， 11 1２ 1０ 

Nepal ２ １ ４ ７ ８ 1１ 2３ 1２ 132 

Pakigtan 257 335 347 419 ７１９ 918 713 507 531 

SriLzhnい 4８ 123 1９５ 1６６ 6５ 1３３ ４３５ 206 202 
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FigurelaSouthAsia，sShareofGlobalandJapaneseFDIIn､owsreceivedby 
DevelopmgCountrie9,1”1-9,,％ 
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Ｙｅａｒ 1911 1992 1993 1994 1195 1996 1997 1998 1919 

ＯｆＧ１ｏｂａｌ 

InfIows 

1.110 1.403 1.568 Ｌ511 2.632 2.426 2.741 2.05 Ｌ538 

ＯｆＪ apanese 

Inflows 

0.377 2.129 0.737 1.207 L378 1.706 3.951 2.24 1.491 

Ｙｅａｒ 1991 1992 1993 1994 1995 1９９６ 1997 1998 1999 

Globallnflows 2言002 2.418 2.22 2．３１ 4.016 3.807 4.824 3.813 3.023 

Japaneselnf1ows 0.674 3.408 1.205 1.952 1.877 2.471 6.353 4.675 3.172 
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TherelativeneglectofSouthAsiancountriesbyJapaneseMNEsisalsonotconsistem 
withtheirpotentialasassessedbyJapaneseagencieseither・Forinstance,ｉｎＥＸＩＭ
ＢａｎｋｏｆＪａｐａｎ,ｓ正centSurveys，Ｉｎｄｉａｈａｓｂｅｅｎｐｕｔａｓｔｈｅｓｅｃｏｎｄｍｏｓｔpromising
destinationfbrinvestmeｎｔｉｎｔｈｅｌｏｎｇｔｅｒｍａｍｏｎｇｄｅｖｅｌopingcountriesafterChina 
consistentlyinthepastthreeSurveys・InrCspectofthemediumtermprospectstoo，

India,ｓｒａｎｋｉｎｇｈａｓｍｏｖｅｄｕｐｆｒｏｍ６ｔｈａｍｏｎｇdevelopingcountriesmthel996 
Survey,to4thinthel997andl9g8Surveys，Intermsofactualflows,theFDIinnows 
inIndiaorSouthAsiａｆｒｏｍＪａｐａｎhardlymatchtheirpotentialasreflectedinthe 
EXIMSurveys・

WhatexplainstheldativeneglectofSouthAsiancountriesbyJapaneseMNEs 
ashostsoftheirinvestments？AreJapaneseFDIflowsdetemninedbydifYbrentfac‐ 
torsthanthosefromothersourcesoｆＦＤＩ？Tofindanswelstothesequestions,ｗｅ 

turnedtoour､recentanalysisofdeterminantsofaffiliatesalesofJapaneseandUS 

MＮＥｓｉｎａｓａｍｐｌｅｏｆｈｏｓｔｃｏｕｎｔｒｉｅｓｗｉｔｈｔｈｅｈｅｌｐｏｆａｎｅｘｃｌｕｓｉｖｅｔｈｒｅｅｄｉｍｅnsional 
dataset[seeKumar,2000,fbrmoredetailslThedatasetcovers74hostcountries， 
７branchesoflnanufacturingandthreｅｐｏｉｎｔｓｏｆｔｉｍｅｏverthel98Z-1994period・A

comparisonofdetenninantsofJapaneseandUSinvestmentsmayrevealifthefbrmer 

aredrivenbydifTerentfactors・Inwhatfbllows,abriefdescriptionofthequantitative

exerciseispresented， 

FactorsExplainingtheLocationoflnvestmentsofJapaneseand 
USMNEs 

Theinter-countIyvariationmsales（asameasureofmtensityofoperatio､）of 
afTiliatesofJapaneseandUSMNEsinaparticularcountry,inaparticularsectorand 

atapartiｃｕｌａｒｐｏｉｎｔｏｆｔｉｍｅｉｓｓｏｕｇｈｔｔｏｂｅｅｘｐｌａｉｎｅｄｍｔｈｅｆｒａｍｅｗｏｒｋｏｆａｎＥｘ‐ 

tendedModelofLocationofForeignProductionfbrmulatedbyusdrawinguponthe 

complementaryapproachesofgravitymodelofinternationaltradeandthetheoryof 

intemationaloperationsoffirms，ThismodelexplainstheafTiliatesalesintermsof 

somedemand（orgravityfnctors）inthehostcountrycapturedbypopulation,per 
capitanationalincome，thegeographicaldistancebetweenthehomeandthehost 

country,theextentofculturalaffinity（proxiedbylinguistichomogeneity）between 
thehomeandhostcountry,andtheextentofurbanization，Themodelalsoincludes 

afewvariablesintunewiththetheoryoffbreignoperationoffirmsthatmakelocal 

productionp正化rabletoexporting・Thesemcludewagerates,anindexofqualityof
infrastructureandavectorofvariablescapturingdiffbrentelememsofthehostcoun-

try,spolicyframework・Thepolicyfactorsincludedtherelativeopennessofthe
country,straderegime,perfbrmancerequlrementsimposedbyhostcountriesonfbr‐ 
eignaffiliates,ｔｈｅextentofinvestmentincentivesprovidedbyhostgovermnents,the 
extentoftaxmcentivesextendedbyhostgovemmentsandthetaxrates[seeKumar， 
ZOOO,fbrmoredetailsoftheanalyticalframeworkandhypotheses］ 

Thismodel,therefbre,combmesthedemandfactorsinthehostcountriesthatact 

topullMNEstoｗａｒｄｓｔｈｅｍａｓｗｅＵａｓｆａｃｔorsthatmakeaffiUatesalesratherthan 

exportmgasthemodeofmarketServicing・Someofthesefactorsarestructuralmthe
naturemthesensethattheyaregiveninashortperiodsuchaSpopulation，income 

levels,urbanization,mfrastructure,wagesandgeographicalandculturaldistanceas 

weUasfactorBthataresubjecttohostgovernmentpolicyandcanbechangedmshort 
runsuchastrade,investmentandtechnologyre2pmes． 
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ThemodelexplainsthepatternsoflocationofMNEs,operationsquitewellfbr 
bothJapaneseandUScompanies・IngeneralthefindingsfbrJapanesｅａｎｄＵＳａｆＴｉｌｉ‐
atestendtoconverge，YetsomedifTerencesintheperfbrmanceofindividualvan-
ablesarenoticeable，Wewouldsummarizeherethemainfindingsspeciallythosethat 
pointtoapossibledivergenceinthepattemsofJapaneseandUSMNEs、Thismay
helptounderstandtherelativeneglectofSouthAsiabyJapaneseMNEsasobserved 
earlier・Populationiswithsignificantpositivecoefflcientthroughout・Hence,hold-
ingotherfactorsconstant,countrieswithlargerpopulationaremoreattractivefbr 

MNEoperation．However,thepopulationelasticityoffbreignpenetrationisgreater 
thanonefｂｒＵＳＭＮＥｓｂｕｔｉｓｌｅｓｓｔｈａｎｏｎｅｆｂｒＪａｐaneseMNEaItwouldappear， 
therefbre,thatUSMNEsaremorethanproportionatelyattractedtolargercountries 
whiletheattractionoflargercountriesfbrJapaneseMNEsislessthanproportionate， 

IncomeexertsastrongpositiveefYectonfb1℃ignaffiliatesalesfbrbothUSand 
Japanesecases、TheincomeelasticityofafTiliateｓａｌｅｓｗｏｒｋｓｏｕｔｔｏＬ３５ｆｂｒＵＳ

ＭＮＥｓａｎｄLO6fbrJapaneseMNEs，ThusincomeelastｉｃｉｔｙｆｂｒＵＳＭＮＥｓｉｓｍｕｃｈ 

ｈｉｇｈｅｒｔｈａｎthatfbrJapaneseMNEsfbrcorrespondingsamplessuggestingthatUS 
MNEsareparticularlyresponsivetoincomelevelsfbrtheirinvestmentdecisions・

Holdingotherfactorsconstant，countrieswithhigherincomelevelsarediSpropor-
tionatelymoreattractivefbrMNEswhetheroriginatingintheWestorEast,although 
morCsofbrthefblmer、Conversely,lowerincomecountriesaredisproportionately
lessattractivefbrMNEactivity， 

ThedifTerencesmelasticitiesofJapaneseMNEswithrespecttopoplationand 
mcomeofhostcountriesdonotexplaintheneglectofSouthAsiabyJapaneseMNEs、
Thelowermcomeelasticityshouldactuallyhavefavouredagreaterproportionof 
JapaneseFDIoutnowscomｐａｒｅｄｔｏｔｈｅＷｅｓｔｅｍｏｕｔＨｏｗｓｃｏｍｉｎｇｔoSouthAsia1 

ThegeographicaldistancebetweenhomeandhostcountriesplaysasignifIcant 
negativerolethroughout、DistａｎｃｅｍｔｈｅｃａｓｅｏｆＪａｐａｎｅｓｅＭＮＥｓｃｏｍｅsupwitha
muchstrongersigmficanceofthecoefficientthanfbrUSMNEs・Henceholdingother
factorsconstant,JapaneseMNEsprefbrtoinvestintheneighbouringcountriesmore 
thantheirUScounterparts， 

Simnady,thecountriessharmgculturalorlinguisticsimilaritieswiththehome 
countryarefbundtobemorelikelyhostsofoperationsofacountry,ｓＭＮＥｓ,control‐ 
Iingfbrotheradvamages・TheimportanceoftheculturalfactｏｒｉｎｇｕｉｄｉｎｇＦＤＩ
ｐａｔｔｅｍｓｈａｓｂｅｅｎｈｉghlightedbytheemergenceofChinaａｓｏｎｅｏｆｔｈｅｌａｒｇｅｓｔｈｏｓｔｓ 
ｏｆＦＤＩｍｆｌoｗｓｏｖｅｒｔｈｅｐａｓｔｆｂｗｙｅａｒｓ、ＴｈｅｂｕｌｋｏｆＦＤＩｉｎｆｌｏｗｓｄｉｒｅｃｔｅｄｔｏＣhma

havebeenassociatedwithethnicCmneseentelPnses・ThequamitativeUterature，
however,hasbeenratherslowtorecognizetheroleofculturalfactorsinshapmgthe 
globalpatternsofFDIflows、TheefTectofculturalproximityisalsomuchstronger
mthecaseofJapaneseaffiliatesthanmthecaseofUSaEfinates，Thissuggeststhat 
holdingotherfactorsconstant,ＪａｐａｎｅｓｅＭＮＥｓａ正moresensitivetoculturalproxlm‐
itymtheiroverseasexpansionthantheirUScounterparts・Thegeographicaland
culturaldistancebetweenJapanandtheSouthAsiancountriesmayexplainapartof 
thelackoftheirmterestmthereglon 

JapaneseMNEsappeartobemoresensitivetothequalityofinfiFastructurethan 
USMNＥｓａｓｔｈｅｅｆＴｅｃｔｏｆｔｈｅｖａｒｉａｂｌｅｉｓｓｔrongerinthefbrmercasethanthelatter、

Thevariablescapturingthehostcountrytrade,investmentandtechnologypolicy 
reglmesbehaveinapredictedmannerandnosignificantdivergencebetween正sponse
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ｏｆＪａｐａｎｅｓｅａｎｄＵＳＭＮＥｓｉｓｎｏｔａｂｌｅ・
Finally,twovariableswereincludedtoexamineanyspecialadvantagesenjoyed 

byEastandSoutheastAsiannewlyindustrialisingeconomies（NIES)viz.,ASlVIEI 
andASlVIE2doexertsomeefTect・Boththevariablesaresi2mifIcantwithapositive

signmthecaseofJapaneseMNEs・However,onlythesecondgroupofcountrieshas
asignificantpositiveeffbctfbｒＵＳＭＮＥｓ・ThatwouldimplythatSoutheastAsian
andEastAsiancountrieshaveenjoyedsomespecialattractionsfbrhostingoperations 
ofJapaneseMNEsbeyondthosecoveredbyourmodelssuchasdemandpatterns， 
geographicalandculturalproximityandaspectsofpolicyframework，Inthepresence 
oftheseregionaldunmnies，thecoefficientofgeographicaldistanceinthecaseof 
JapaneseMNEsexpectedlylosesitsstatistiCalsignificanceastheAsianNIEsare 
Japan，smostimmediateneighbours、However,theculturalproximitystillenjoys
statisticalsignificance、

Theabcivesunnnaryofananalysisofdeterminantsoftheextentofpenetration 

byJapaneseMNEsacrossCountrieshighlightsthatJapaneseMNEshigmyvalue 
geographicalproximityandculturalaffinity,ａｎｄthequalityofinfrastmctureavail‐ 
ableinhostcountrymorethanWesteｒｎＭＮＥｓ、Thatmaypartlyexplaintheirlack
ofinterestinSouthAsiamorethanthａｔｏｆｔｈｅＷｅｓｔｅｒｎＭＮＥｓ、Someoftheattrac-

tionsorspecialadvantagesofAsianNIEsmaylieinmoreactiveandperhapsaggres-
siveapproachtoattractFDIbygovernmentsinsomeofthesecountrieswhichmight 
notbeadequatelycoveredbypolicyvariablesasmeasuredinthisexercisaThemore 
exactnatureandscopeoftheseattractionsｒｅｍａｉｎｓｔｏｂｅｃｏｍｐrehended． 

3．Export-OrientationofJapaneseAHmiates 

ltisclearthatJapaneseMNEshaveneglectedSouthAsiancountriesaslocation 
oftheirinvestments，WhatisthequalityoftheJapaneseFＤＩｍＳｏｕｔｈＡｓｉａｃｏｍ－ 

ｐａｒｅｄｔｏｏｔｈｅｒｒｅｇｉｏｎｓａｎｄｏｆＦＤＩｉｎｆｌｏｗｓｉｎｔｈｅ正gionfromothersourcesofFDI？
Herewefbcusonexport-orientationofproductionofJapaneseaffiliatesasan 

indicatoroftheirquality・Thisisjustifiedontwoaccounts・SouthAsiancountries，
likemostofthedevelopmgcountriesattachahighprioritytoexpansionoftheir 

manufacturedexportsasameansofresolvingtheirbalanceoftradeproblems・
Hence，export-orientedproductionbyMＮＥｓｗｏｕｌｄｂｅｖａｌｕｅｄｈｉｇｈｌｙｂｙｔｈｅｈｏｓｔ 
ｇovemmentsintheregion・MostoftheSouthAsiancountrieshavealsosetup
export-processingzonestoattractMNEstolocatcexport-orientedmanufacturing 
unitsbyprovidingaliberaltradingrcgimeandmfrastructuralfacilitiesandtaxtreat‐ 
ments・Ｔｈｅｏｔｈｅｒｒeasonfbrfbcusingonexport-orientationisthefactthatJapanese

MNEshavemcreasinglyrelocatedtheirproductionabroadtoaccesscheaperraw 
materialsandlabouravaUableinothercountriesfbrhomemarketconsumption、This

processofrelocationreceivedspecialthrustsincethePlazaAccordinl985whichled 
toappreciationofyenonasustainedbasis、Thebulkofsuchrelocatedproductionhas
gonetodevelopingcountriesbecauseofavailabUityofcheaperlabour・

Table3summarisesthetrmdsmexport-orientedproductionabroadbyJapanese 
MNEs・OnefindsthattheproportionofexportsmturnoverofJapaneseafTiliateｓｈａｓ

ｄｅｃｌｍｅｄｏｖｅｒｔｉｍｅｆｒｏｍ５2.72ｐｅｒｃｅｎｔｍｌ９８０ｔｏ３３､７２percentinl992・ＴｈｅＰｌａｚａ
Ａｃｃｏｒｄｏｆｌ９８５ｗｈｉｃｈｌｅｄｔｏasharpappreciationofyenappearedtohavemotivated 
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Table3TrendsmExportOrientationofJnpaneseAffiliatesAbrOad 

Soumc:Kumar(1998a)onthcbasisofunpublishedextractslmmMITI'ssurveysonoverseasactivityofJapanese 
corporations,wmousycars･ 

Japanesecorporationstorelocateproductionabroadastheshareofexportsinaffili-
atesaleswenｔｕｐｆｒｏｍ３０２７ｐｅｒｃｅｎｔｉｎｌ９８６ｔｏ４2.76percentinl989・Ｉｎｔｈｅｓｕb‐
sequentperiod，however，exports，sharedeclinedfrom42､７６ｔ０３３．７２ｉｎ１９９２．１t 

appearsthattheJapaneseindustryimproveditscompetitivenessbyrestructuring 
itselfandabsorbedtheinitialshockofyenappreciation．Evolutionofflexibleauto-

mationmayhaveaidedtheJapaneseindustry,ｓeffbrttoregamtheircompetitiveness・
MostofthedeclineiswithrespecttoexportstoJapan・Theproportionofsalesex‐
portedtothethimcountrieshasactuallyincreasedslightlyascomparedtol980but 
declinedafterl989・ＴｈｅJapaneseafTiliatesindevelopingcountriesexportamuch
higherproportionoftheirsalesthanallaffiliates・Thisproportionpeakedinl986at
83､１４percentanddeclinedafterwards，Itwouldappearthatearlyinvestmentsof 
Japanesecorporationsmdevelopingcolmtrieswerelargelyexport-orientedinnature 
andthattheyhadfbcusedtheirattentionmcreasmglytodomesticmarketsinthe 

subsequentperiod・UnlikeallafTiliates,exportstoJapanofdevelopingcountryaffili‐
ateshavesteadnyincreasedfrom25.55ｐｅｒｃｅｍｉｎｌ９８０ｔｏ６６,３５ｐｅｒｃｅｎｔｉｎｌ９９２， 
Exportstothethirdcountrieshavedeclinedafterl986、Itwouldsuggest,therefbre，
thatJapanIeseMNEsrelocateproductionindevelopingcountriesmainlyfbrlabour 
intensiveprocessingfbrfinalconsumptionorfUrtherprocessingintheirhomecoun-
try， 

ＩｔｉｓａｌｓｏｍｔｅｒｅｓｔｉｎｇｔｏｎｏｔｅｔｈａｔｔｈethildcountrymarketsorientedFDＩＳＯf 
Japanesecorporationshaveincreasinglyconcentratedinthemdustrialisedcountries 

inthelatel980sandl990s・Itistobeexplainedmtermsofmcreasingregionaltrade
integrationmEuropeandNorthAmericaintherecentyearswhichfavourslocalisa-

tionofmanufacturewithintheregionfbrfbedingthemarketsincustomsｕｍｏｎｐａｒ‐ 
ticipatingcountries・

TheexportintensitiesofJapaneseaffiliatesindevelopmgcomtriesml986and 
l992aresummarisedmTable4・Theinitialromldofexport-orientedmvestmentsby
JapanesecorporationswasconcentratedmEastAsiancountries・Oflate，anumber
ofLatinAmericancolmtrieshaveemergedasimportantlocationsfbrexport-oriented 
JapaneseFDLJapanesemvestmentsinMiddleEastandAfricaarerathersmaI1 

althougdltheirnaturalresoumemtensivenaturehasimpnedratherhighexportratios． 
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A11countries Developingcountries 

Ｙｅａｒ 

Exportsto 

Japan 

(％sales） 

Exportsto 
third 

countries 

(％sales） 

Total 

Exports 

(％sales） 

Exports 

ｔｏJapan 

(％sales） 

Exportsto 
third 

countries 

(％sales） 

Total 

Exports 

(％sales） 

1180 35.50 17.22 52.72 25.55 22.41 47.96 

1983 23.48 17.10 40.57 45.95 12.37 58.32 

1186 13.83 16.44 30.27 49.07 34.06 83.14 

1989 18.84 2３９２ 42.76 59.16 19.89 79.05 

1992 14.48 19.25 33.72 66.35 8.98 75.33 
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Table4Export-OrientationDfJapaneseAffHliatesinDevel⑪pmgCountnes,1986-1112 

１７６０１８４７ ４９５７２４２１ 

９０６６８ 

Ａｒｃｎｔｉｎａ 

ＰｕＢｒｏＲｕｃ ０００ 

Ｚ８８７７４Ｄ ８９６３８６０ 

ＳｍｌｔｈＫｏｒｅａ 

３２６６７１ １１５１２９９ 

9０９９１１ 1813924 

SimgBpo鹿

３０６４７２ 

Ｉｎｄｏｅｓｉａ 

ＰｈＩｉＰｐｌ 1１９０６６ 

１１４６４ 

Ｓｒｌｍｎｎｋ 

ＵＡＥ 

、und】ＡｒａｂⅡa １８１４ 

ｍｎｈＴｎｉｎ 

IiheTia ８１８９ 

0.00 

＊SalesofafTiliates定portmggeogmphicalbn℃akdownofsalcs、

Soume:Kumar(2001,fb前hcoming:Chapter5）onthcbasisofunpublishedextmctsftomMITTssurveyson
overseasactivityofJapancsccomoratioHus,variousycala 
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1９８６ 1992 

Region／ 
country 

sales＊ Total 

EXports 
(％sales） 

Exportsto 
Jnpam 
(％sales） 

sales 
＊ 

Total 

Exports 
(％sales） 

Exportsto 

Ｃｓ） 

World 17,601,847 30.27 13.83 ⑲,572,狸１ 33.72 14.48 

U1Wim 

AmfD両国
■ 

725,820 38.50 20.02 1,449,7ｍ 47.17 22.90 

ＰＩＥ、盛、兜 119,685 60.64 4228 368,137 45.19 10.22 

Ｂ｢Zn豆iｌ 372,3型 32.15 1Ｌ7２ 390 668 56.29 29.54 

ＢｅＴｍＵｕＮ兜 20,030 99.80 0-00 1４３ 3４１ 90.61 80.75 

Mexico 35,31Ｚ 18.93 2.57 8７ 778 37.09 3.12 

Peru 26,720 ９．８２ 9.72 3０ 203 36.20 21.36 

Argcntima 8,”４ Z.“ 1.33 6３ 667 30.83 ZZO2 

VeuneZnM.1血 6,289 5.60 0.00 130 745 34.46 5.03 

Chile 6,281 0.54 0.54 7４ 402 37.04 29.37 

PuertoRico 15,046 0.00 0.00 5４ 228 6.54 0.00 

Colombia 29,014 2.23 2.23 6５ 866 23.46 9.21 

Asin Zβ87,749 54.69 19.84 8,963,860 40.61 ２１aｎ 
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Phnippi恥Cｓ 119,066 56.08 30.00 184,934 26.75 13.19 

ＢｒＵｍｅｉ 107 68.22 21.50 2,227 0.00 0.00 

china 11,464 9.79 ７．７２ 133,346 53.28 42.72 

Indi兜 20,064 6.11 0.00 152,360 5.77 0.22 

Pakigtan ０ 40,927 0.00 0.00 

Bangdadesh 491 0.00 0.00 348 ，5.40 69.54 

SｎＵａｎｋａ 665 14.14 ４．９６ 3,609 53.67 12.64 
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109,783 92-21 5．９４ 411,⑬ ，ユ１２ 5Ｌ6６ 

Ｋｕｗａｉｔ 2,145 0.00 0.00 1,275 0.00 0.00 

Iran 2,578 0.00 0.00 2,663 38.57 38.49 

ＵＡＥ 67,657 98.37 98.37 12,299 ，1.76 91.67 

g⑨unniArabia ２１，８１４ 32.15 17.19 58,105 60.90 16.88 

BHhTaiTn 15,589 100.00 20.44 334,175 98.52 56.62 
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FIyingGceseThcoryandJapancseFO帷ignDircctlnvestmentsinSouthAsiａ

ThepattemofexportpropensityofJapaneseenterprisesacrosscountrieshaschanged 
significantlysmce１９８６．１１１１９８６，afYiliatesinEastAsianNIEsviz、HongKong，
Taiwan,SouthKoreaandSingaporealongwithPhilippineshadhighratiosoftotal 
aswellasJapanesemarketorientedexports、Ｂｙｌ９９２theexportintensitiesofafYili-

atesintheEastAsianNIEshaddeclinedTheapparentreasonseemstobetherising 
wagesandcurrencyappreciationsinthesecountriesinthelatel980s・Theinvest‐

mentsthathadbeenmovedfromJapantotheEastAsiancountriesml970sandearly 
l980stotakeadvantageoflowcostlabourweremovedonceagaintoSoutheastAsian 

andLatmAmericancountries・AmongtheSoutheastAsiancountries,china,Malay-
sia(andtosomeextentlndonesia）haveemergedasmajorhostsofexport-oriented 
investmentsbyJapanesｅＭＮＥｓ、1,1992,JapaneseafYniatesinChmaexported53.２８
percentoftheirsales,ｏｆｗｈｉｃｈ４２７３ｐｅｒｃｅｎｔｗｅｒｅｄｉｒｅｃｔｅｄtotheirhomecountry 
comparedtounｄｅｒｌＯｐｅｒｃｅｎｔｓｈａｒｅｏｆｅｘｐｏｒｔｓｉｎl986 

Hence，thepattemseemstofbUowthefbotloosecharacterofexport-oriented 
investmentandfittinginthepattempredictedbytheflymggeesetheory・Thisshift

inthecountryfbcushasalsobeenobserveｄｂｙＵｒａｔａ（1998)．AmongtheLatin 
Americancountries,Bermuda,Brazil,andPanamahavebeensuccessfUlinattracting 
export-orientedFDIfromJapaneseMNEs、SouthAsiancountriesincludingIndia
havefailedtoattractsigmficantamountofexport-orientedFDIsofar，Japanese 

investmentsinBangladesｈａｎｄＳｒｉＬａｎkaarequitetrivialalthoughtheirexportpro‐ 
pensitiesarehigh・Inthecaseoflndia,theexportratiohasactuallydeclmedfroman

alreaｄｙｌｏｗｆｉｇｕｒｅｏｆ６１ｐｅｒｃｅｎｔｔｏ５．７percentoverthel986-92period・

TheneglectofSouthAsiancountriesasbasesfbrexport-orientedproductionby 
JapaneseMNEsleavesonewonderingfbrexplanationsgiventheabundanceofthe 
regioninlowcostbuthigmyqualifiedlabourandmmeralresourcesthatdrivemuch 

oftheexport-orientedproductionabroadTofindanswersonceagainｗｅｔｕｒｎｅｄｔｏ 

ｏｕｒｒｅｃｅｎｔａｎａｌｙｓｉｓｏｆｔhedeterminantsofexport-orientationofJapaneseａｎｄＵＳ 
ＭＮＥｓ[seeKumar,1998a,2001,fbrdetails]． 

FactorsDeterminingtheHomeMarket-orientationofJapanese 
A唾uiates

Theanalyticalframeworkdevelopedfbrexplainingthelocationalpatternof 

exportplatfblmproductionabroadbyMNEstakesmtoaccountthedestmationof 

exports・WehavearguedthatexportplatfblmproductionbyMNEaffiliatesgeared
totheirhomemarketsisofadifferentnaturethanthatservesthethirdcountries[see 

Kumarl998a1Hence,difTbrentfactolsdetelminethem・Thisframeworkempha‐
ｓｉｚｅｓｏｎｔｈｅｒｏｌｅｏｆａｎｕｍｂｅｒｏｆｇｅｏｐｏliticalandstrategicfactorsinshapmgthe 

locationalpatternofexportplatfblmproduction,besidesstructuralandpolicychar-
acteristicsofhostcountries・Theseincludethetrendofregionaleconomicintegration

indifferentpartsoftheworldthatincreasinglyafTectstheglobalpattemofproduc-

tion,mvestmentandtrade・ThisfiPameworkisthenusedtoanalyzethedeterminants

ofexport-orientedproductionbyUSandJapanesecorporationsabroadwithG1ob‐ 
TeddatabasewhichaUowsustocaptureth正edimensionsintheanalysisviz,７４ｈｏｓｔ

countries,sevenbroadbranchesofmanufncturing,ａｎｄｔｈｒｅｅｐｏｍｔｓｏｆｔｉｍｅｏｖｅｒｔｈｅ 

l982-94period 

AmongthefindingspertainmgtoperfblTnanceofspecificexplanatoryvariables， 
wageratewasstatisticallysigniflcantwithapredictednegativesignwhneexplaining 
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theproportionofexportstoJapanbyJapaneseaffiliates，Soanimportantmotivation 
fbrrelocationofproductionfbrtheconsumｐｔｉｏｎｉｎｔｈｅｈｏｍｅｃｏｕｎｔｒｉｅｓｏｆＭＮＥｓｉs 
tobenefitfromavailabilityoflowcostlabourabroadThecountrieswithapoolof 
cheaperlabourhaveanobviousadvantageinattractingthisproductionfiFomMNEs， 
controUingfbrthequalityoflabouLMmeralendowmentsalsohadapredictedposi-
tivesignificanteffectonhomeboundexportmtensityofJapaneseaffIliates・There-
fbre,countrieswithabundantnaturalresourcesstandabetterchancetoattracthome 

marketorientedproductionfiromJapaneseMNEs，holdmgotherfactorsconstant・

SouthAsiancountrieshavingbeenendowedwithlargepoolsofsknledandunskilled 
labourandalsomineralreservesarenotatadisadvantageontheseaccounts、

GeographicaldistancefromJapancameupwithanegativeandsignificantinflu‐ 
encewhileexplainingthehomemarketexportsofJapaneseaffiliates、Therefbre，

geographicalproximitywiththehoｍｅｃｏｕｎｔｒｙｓｅｅｍｓｔｏｂｅａｎｉｍｐｏｒｔａｎｔａdvantage 
fbrattractingthehomecountrymarketorientedinvestments,holdingfbrotherfac-
tors・ＴｈｅsignificanceofbackyardefYbctmightexplaintheconcentrationofexport
orientedinvestmentbyJapaneｓｅＭＮＥｓｉｎｔｈｅＥａｓｔＡｓｉａｎｃｏｕｎｔｒｉｅｓａndtheirrelative 

neglectoftheSouthAsianCountries 

Thepolicyofsettingupenclavesprovidingliberaltradmgenvironmentand 
infrastructuremthefbrmofexportprocessingzoneshashelpedcountriesattract 

homemarketorientedproductionfromMNEswhichareessentiallyoflabourproc‐ 

essingtype・Havingestablishedexportprocessingzones，SouthAsiancountriesare
notatadisadvantageinthisrespecteither・

SpecialRegionalAdvantagesofEasｔＡｓｉａｎＣｏｕｎｔｒｉｅｓａｎｄＰｒｏｓｐｅｃｔｓ 
ｆｂｒSouthAsia 

EastandSoutheastAsianｅｃｏｎｏｍｉｅｓａｒｅｋｎｏｗｎｔｏｈａｖｅｂｅｅｎｐａｒticularlysuc‐ 

cessfUlinattractingexportplatfbrminvestmentsfiPomMNEsandmexpandingtheir 
manufncturedexportsrapidlyoverthepasttwodecades、１tcouldbeexplainedbythe

availabilityofrelativelycheapandeducatedworkfbrce，favourablepolicyenviron-
mentandotherfactorBspecifiedinthereportedexercise・Inordertoexamineifthese

countriesenjoyedanyspecialadvantagesthatarenotcapturedbythefactorsspecified 

here,werepeatedthemodelestimationswithdunⅡnyvariablesidentifymgthese 

cou､tries、Thesecountrieswereidentifiedwiｔｈｔｗｏｄｕｍｍｉｅｓ,oneseparatingthefirst

generationofNIEsviz，SouthKOrea,Taiwan,HongKong,andSingaporeU31VIE 
D,andthesecondincludmgthefastgrowingThailand,Indonesia,Malaysia,Philip‐ 
pines,andChinaU3AIIE2)． 

Ｔｈｅｒｅｍａｙａｄｙｎａｍｉｃｅｌｅｍｅｎｔｉｎｔｈｅｓｐecialadvantageofthesecountries・The

firstgenerationofNIEshaveexperiencedsustainedappreciationoftheircurrencies， 

1abourscarcity,andlossofGeneralisedSytemofPreferences（GSP）benefIts,and 
quotasundertheMultifIbreAgrCement（ＭＦＡ）smcethemid-1980sandhave 
emergedasimportantsourcesofoutwardFDImcludmgexport-orientedonethem-

selves［Kumar,1998b]・Becauseofthatreasontheymaybedisadvantagedashosts
ofexport-orientedFDIespeciaUyinthemorerecentperiod、ThesecondtierNmEs，

however,haverecentlyemergedasimportanthostsofexport-orientedFDIasseen 
above・Therefbre,theremaybeinteractionwithtimeintheeffectofthesevariables・

Ｉｎｏｒｄｅｒｔｏｄｅｔｅｃｔｔｈｅｍｏｖｅｍｅｎｔｍｔｈｅirspecialadvantagesovertime，timevariant 

regionaldummieswereused． 
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Figure2CoefficientsofSpecimAdWhntZlgesofAsianNIEs 
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ThecoefficientofA81VIEIinl982wasnotsigmficantlydifTbrentfromzerQIt 
becomesstatisticallysignificantwithapositivesignandagainlosesitsmagnitudeas 
weUasstatiSticalsignificancefbrl99ZHence，theHrstgenerationofAsianNIEs 
weｒｅｔａｐｐｅｄｂｙＪａｐａｎｅｓｅＭＮＥｓｆｂｒｈｏｍｅｍarketorientedproductionsignificantlym 
theperiodfbllowingtheP1azaAccordofl985．However,byl992theyhadlosttheir 
competitivenessasattractivelocationsfbrhomemarketorientedprocessingbｙ 
ＭＮＥｓ・Thistendstocorroboratethepredictioninlightoftrmdsobservedearlier
suchasrismgwages,appreciatingcurrencies,lossofGSPbenefitsandMFAquotas 
etc・TheimpactofthesetrendsontheEastAsianeconomieshasbeensosignificant
thattheirnationalenterprisesareglobalizingproductionandhavethemselvesbecome 
significantsourcesofexport-orientedFDIoverthepastonedecade・

ＴｈｅｓecondtierAsianNIEs,ontheotherhandemergedasincreasmglyimpor‐ 
tanthostsfbrhomemarketorientedproductionbyJapaneseMNEswiththeirsignifi‐ 
cantpositiveeffectandmcreasingma8mtudesofthecoefficientsovertime・Figure
ZshowsthechangingmagnitudesofthespecialadvantagesofASNIEsmagraphic 
manner、Thistendstoconfirmthefbotloosenatureofexportplatfbmlproductiｏｎｂｙ
ＭＮＥｓｗｈｉｃｈｍｏｖｅｓｆｒｏｍｐｌａｃｅｔｏｐlaceonthebasisofchangingcomparativeadvan‐ 
tage・Theliteraturehasemphasizedontheflyinggeesepatternoflocationofexport-
platfbrmproductionwherethenewcountriesfillthespacevacatedbyothers（seec 
g・Ozawal990;BragaandBannister,1994l

ThischaracterizationwouldcreatehopesfbrSouthAsiancountriesastheprob‐ 
ablelocationsfbrexport-platfbnnproductbyJapaneseaftersaturationoftheSouth-
eastAsian（orASlVIE2）countries・However,therecenteconomicturmoninEast
Asiahasupsetthosehopes・BecauseofsteepdevaluationsofculTenciesoftheEast

AsiancountIies,theneedfbrrelocationofproductionfbrregainingcompetitiveness 
hasdimmished、SouthAsiancountries,hence,willhavetowaitfbrsomemoretime・

Letushopethatthewaitisnotindefinite1 
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4．ＣｏｎｃｌｕｄｉｎｇＲｅｍａｒｋｓ 

lnthefbregoing,wehaveexaminedthepatternsofJapaneseFDIinflowsand 
theirexport-orientationintheperspectiveofSouthAsiaasadestinationofglobal 
inflows・ItisfbundthatJapaneseMNEshaveneglectedSouthAsiaasabasefbrtheir

operationsfbrdomesticaswellasfbrtheirhomemarkets．Wehavetriedtounder-
standthesetrendsinthecontextofdetermmantsoflocationofJapaneseFDIand 

theirexportorientation，ＪａｐａｎｅｓｅＦＤＩｆｌｏｗｓａｒｅｆｂｕｎｄｔｏｂｅｍｏ1℃sensitivetogeo‐ 

graphicalandculturalproximitythantheirWesterncounterparts，holdingother 
factorsconstant・ＴｈａｔprobablyexplainstheirhighconcentrationintheEastAsian

countries・ＡｓＪａｐａｎｅｓｅＭＮＥｓｂｅｃｏｍｅｍｏｒｅｇｌｏｂａｌintheiroutlookinfUture，the
relativeimportanceofdistanceandcultureasmajordeteImlnantsoftheirlocation 

maydiminishandtheymaybemoreinclinedtoventureintoSouthAsia・

Theexport-orientationofJapaneseinvestmentsisalsosensitivetodistance・But
thereisevidenceofthefbotloosenatureofexport-platfblminvestmentsanditsrelo‐ 

cationtootherhostcountrieswhenthecompetitiveadvantageoforiginalhostcoun‐ 
triesasalocationdiminiRhes、ThishadledtoSoutheastAsiancountriestotakeover

fromtheEastAsianNIEsasprefeITedhostsofexportplatfblmproductionbyJapa‐ 
neseMNEsinthel990s・ThetransitionfiPomSoutheastAsiatoSouthAsia,however，

maytakesomemoretimeinthelightofthedisruptioncausedbytherecentcurrency 
crisisinAsia 
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