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Humanistic Differences and FDI Location Preferences

XU He-lian, WU Gang

(School of Economics and Trade s Hunan University s Changsha 410079, China)

Abstract: This paper analyzes the impact of humanistic differences on
FDI location preferences based on a game theory model concerning multina-
tional competition, and constructs a two-step econometric model based on
panel data to estimate the FDI location preferences. Then it employs the data
of 118 countries from 1992 to 2010 with regard to FDI into China, humanity
and geography to calculate their preferences for FDI into China and tests the
effects of humanistic and geographic gaps on FDI location preferences. The
results indicate that the humanistic and geographic gaps between the coun-
tries as investors and China have strong negative impacts on FDI location
preferences and humanistic differences play a more important role in FDI
than geographic distances. The share of common interests is the basis of the
rise in FDI into China, and the enhancement of value identification is the
major driving force of the rise in FDI into China.

Key words: foreign direct investment (FDI); humanistic value; loca-

tion preference (wiERiE A—rH
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