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Abstract 

   There are four major modes through which firms undertake foreign direct investment 

(FDI) – merger and acquisition (M&A), joint venture (JV), new plant (NP) and others 

(O). The four modes of FDI are distinct from each other, and each has its own unique 

advantages and disadvantages. While a large and growing empirical literature examines 

the determinants of FDI, very few studies examine the determinants of different modes of 

FDI. The central objective of this paper is to empirically analyze the extent to which the 

determinants of FDI such as firm size influences the choice of one mode of FDI over 

another. Our analysis follows a stylized two-stage investment process. First, we look at 

the probability of whether a Japanese firm is willing to undertake FDI in the US. Second, 

for firms that are willing to undertake FDI, we analyze which mode of FDI - i.e. M&A, 

joint venture, new plant or other FDI - they will undertake. The second stage is the 

innovation of this paper and its main original contribution to the FDI literature. 

 

JEL codes: F21, F23 

 

Keywords: FDI, merger and acquisition, joint venture, new plant, relative access to bank 

credit, relative wealth, hurdle regression model, multinomial logit model 

                                                             
++ Affiliation: Associate Professor of Finance, Auckland University of Technology. Mailing Address: 

Faculty of Business, Auckland University of Technology, Private Bag 92006, Auckland 1020, NEW 

ZEALAND. Email: peiming.wang@aut.ac.nz 
+
 Affiliation: Senior Economist, Asian Development Bank. Mailing Address: Dr. Donghyun Park, 

Economics and Research Department (ERD), Asian Development Bank (ADB), 6 ADB Avenue, 

Mandaluyong City, PHILIPPINES 1550. Email: dpark@adb.org 
*
 Corresponding Author, Affiliation: Associate Professor of Economics, Nanyang Technological University.  

Mailing Address: Division of Economics, School of Humanities and Social Sciences, Nanyang 

Technological University, SINGAPORE 639798. Tel: 65-6790-6234 Fax: 65-6794-2830 Email: 

ajoalba@ntu.edu.sg 


