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Abstract: It is casually known that FDI becomes to pursue capital market efficiency throughout resource
allocation transferred from developed countries to less developed countries. Simply speaking, not only
capital but also technologies along to know-hows can be transfeered through FDI. Differently from the
traditional view of resource allocation, this paper adopts the view of resource linkage for identifying
FDI determinants. For this purpose, a theoretic mechanism, based on a concave utlity fuction, is
attempted to demonstrate that inward FDIs, when linked with a local country’s social infrastructure, are
able to increase the total welfare of local countries. Some empirical works done with 144 countries
reveal that the larger the economy size is, the larger the capital scale of FDI would be, and the higher
the corruption level of a local country is, the smaller FDI invesmtnent scale would be. Those social
infrastructures like ‘enforcing contracts’ and ‘resolving insolvency’ have positive effects on FDI investments.
Acknolwdging that the degree of socal infrastructures can be different across national borders due to the
different economic development stage of individual countries, a regional empirical work classifying OECD
region from non-OECD region is done. It is an eye-catching finding that the former can invite large FDIs as
lower the degree of the country’s corruption level while the latter shows an exactly oppositive direction.
Further, enforcing-contracts significantly affects those FDIs heading to non-OECD region only, which
implicates that a group of developed countries owning relatively refined social infrastructures are more likely
to enjoy larger scale FDIs.
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[Fig. 1] The Evolution of Regional FDIs (the Natural Logged Million $)
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