Entry, Exit, R& D and Productivity—

Evidence from Taiwan Manufacturing Firms
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Abstract

This study is aimed to examine
the impart of foreign investment on
domestic investment using
1992-1999 Taiwan industrial survey
data collected by Ministry of
Economic Fairs. The methodology
is quite different from previous
empirical work. We examine the
short and long term impact of FDI
on domestic investment basing on
1993  vyear. Moreover an
endogenous switching regression
model is used to analyze the
relationship of FDI and domestic
investment, as wel as the
differential of FDI enterprise and
Non-FDI enterprise.

The main findings are:

(1) The profitability and total fixed
asset are essentiad  factors  to
determine the domestic investment
for both FDI and Non-FDI
enterprises.

(2) The impact of R&D activity and
capacity utilization on domestic
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(4)

()

investment relatively important for
Non-FDI, however, the export
intensity had large for FDI
enterprises.

Defensive FDI had substitute effect
for domestic investment.

There are differential effect of FDI
on short and long term domestic
investment. The empirical results
aso show that there exist different
effects for industries.

The FDI of large enterprises will
stimulate domestic investment, in
short and long term.  However, the
FDI of small and medium enterprise
has an adverse effect on domestic
investment.

Keywords: Foreign direct investment
(FDI), Non-FDI, investment function,
endogenous switching regression model
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54 FDI  Non-FDI 82-87
FDI NON-FDI
-27.4190 -0.8709"
(-2.401) (-3.847)
0.0205™ 0.0161""
(60.938) (120.156)
1.3276" 0.0214
(2.346) (0.861)
— 0.0100 0.0189™
(0.099) (5.334)
-0.1336 0.0206™
(-1.166) (2.205)
0.0495" -0.0134™
(2.829) (-10.466)
0.0005 0.0003
(0.084) (0.993)
-2.1388" -0.0221
(-1.710) (-0.293)
-35112"
(-3.612)
0.5336""
(3.380)
1.5461 0.4075""
(0.924) (2.494)
1.1787 0.2851
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(0.366) (1.073)

2.0057 -0.6270

(0.568) (-1.487)

0.5309""

(2.958)

0.7052 0.2122

(0.304) (1.064)

0.5519""

(2.902)

0.5062""

(2.810)

0.7810""

(3.226)

1.0212 0.3104

(0.408) (1.396)

0.2093

(0.383)

2.0013 0.0055

(0.790) (0.023)

0.8161 0.1698

(0.610) (1.190)

0.4894""

(2.989)

0.4701""

(2.794)

04757

(3.520)

0.4619™

(3.372)

0.9094 -0.0040

(0.763) (-0.027)

0.5083""

(3.205)

0.7552 0.1446

(0.299) (0.648)

/ 7.7837" -9.1753"™

(2.961) (-14.988)

1927 47030

Ad R 0.72437 0.58873

r 0.43165 -1.0000

*10% ** 5% ***  10% 0) t

55 FDI  Non-FDI 82-88

FDI NON-FDI

-84.413" -1.3387"

(-3.023) (-4.133)
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0.0141""
(49.553)

kK

4.5602
(3.291)

0.1780
(0.688)

-0.3608
(-1.336)

* kK

0.1043
(2.478)

-0.0069
(-0.535)

1.3261
(0.350)

kKK

-7.5952
(-3.258)

-1.3202
(-0.331)

5.2833
(0.663)
8.1244
(0.930)

1.4133
(0.232)

-0.1293
(-0.022)

6.0100
(0.972)

5.7974
(1.800)

0.0076™"
(125.520)

0.0756
(2.141)

*kk

0.0051
(6.823)

% kK

0.0330
(2.879)

kK

-0.0138
(-8.264)

0.0002
(0.354)

-0.0609
(-0.456)

0.5268""
(2.497)

kK

0.5718
(2.618)

0.2551
(0.700)

-0.8424
(-1.499)

0.5858"
(2.351)

0.3375
(1.260)

0.5266"
(2.063)

0.5156 "
(2.117)

* kK

1.4179
(4.423)

0.0075
(0.027)

0.1218
(0.173)

-0.0470
(-0.151)

0.1756
(0.917)

0.3988"
(1.782)

0.5360"
(2.367)

kK

0.5077
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(2.783)
0.4895""
(2.646)
44272 0.1896
(1.727) (0.953)
0.4469
(2.098)
2.6901 0.1017
(0.432) (0.337)
/ 20.258™" -10.0230""
(3.198) (-12.439)
1533 37794
Ad R 0.69733 0.56594
r 0.50839 -1.0000
* 10% ** 5% *** 10% 0) t
56a FDI  Non-FDI 82-83
Elily=1X,)| E1;|v=0,X,) D
€)) (2
7.049984 0.208249 6.841735
5.945964 -0.21259 6.158554
6.703484 -0.67656 7.380044
5.586654 0.038592 5.548062
5.135931 -0.03967 5.175601
7.013384 -0.30626 7.319644
5.298004 -0.03993 5.337934
5.473504 -0.36467 5.838174
5.533724 -0.09003 5.623754
* z 0.01
(6)
56b FDI  Non-FDI 82-83
E(II|YZ1')_(1) E(l;|YZ0' )_(1) (1)_(2)*
€)) (2
7.049984 2.05827 4.991714
5.945964 1.637687 4.308277
6.703484 1.173715 5.529769
5.586654 1.88887 3.697784
5.135931 1.810608 3.325323
7.013384 1.544014 5.46937
5.298004 1.810347 3.487657
5.473504 1.48561 3.987894



5533724 1760251  3.773473
z 0.01
(7)
56c FDI  Non-FDI 82-83
Elr;|y=1X)| £1;|v=0Xx) (-2
() 2
-3.356547 0.28693  -3.643477
-4.460567 -0.13391|  -4.326657
-3.703047 -059788|  -3.105167
-4.819877 0117273  -4.937150
-5.270600 0.039011]  -5.309611
-3.393147 -0.22758|  -3.165567
-5.108527 0.03875  -5.147277
-4.933027 -0.28599|  -4.647037
-4.872807 -0.01135  -4.861457
z 0.01
(8)
57a FDI  Non-FDI 82-88
Elily=2X) Hi=0%) 0
() (&)
15.16471 0681491  14.48322
17.86385 0.665631  17.19822
19.83796 -0.34998|  20.18794
15.6527 0.607404 15.0453
10.91954 0376317 1054322
16.20207 0.603677| 1559839
18.24594 0598235  17.64771
16.6132 0.63666f  15.97654
16.13057 0436797  15.69377
z 0.01
(6)
57b FDI  Non-FDI 82-88
E(II|YZ1')_(1) E(l;|YZO' )_(1) (1)_(2)*
() (&)
15.16471] 5435144  9.729566
17.86385 5419283  12.44457
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19.83796 4.403672 15.43429
15.6527 5.361056 10.29164
10.91954 5.129969 5.789571

16.20207 5.35733 10.84474
18.24594 5.35188 12.89406
16.6132 5.390312 11.22289
16.13057 5.19045 10.94012
z 0.01
(")
5.7c FDI  Non-FDI 82-88
Aifr=13) [ A =0]r
€Y 2
-2.629010 0.846783 -3.475793
0.070129 0.830923 -0.760794
2.044246 -0.18469 2.228936
-2.141020 0.772696 -2.913716
-4.874180 0.541609 -5.415789
-1.591650 0.768969 -2.360619
0.452225 0.763527 -0.311302
-1.180510 0.801952 -1.982462
-1.663150 0.60209 -2.265240
z 0.01

(8)

32



	page1
	page2
	page3
	page4
	page5
	page6
	page7
	page8
	page9
	page10
	page11
	page12
	page13
	page14
	page15
	page16
	page17
	page18
	page19
	page20
	page21
	page22
	page23
	page24
	page25
	page26
	page27
	page28
	page29
	page30
	page31
	page32

