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Abstract

We examine the interactions of project-specific scale and country-specific economic
and institutional attributes in determining inward FDI location choices in emerging
economies. We study a large project-level sample with over 15,000 investments orig-
inated in 20 industrialised countries and located in 25 emerging economies, between
2003 and 2014. Overall, firms show investment location preferences for emerging
economies characterised by larger consumer markets, cheaper labour costs, lower
corporate taxes and lower institutional distance. The effects of such country attrib-
utes on FDI location are significantly moderated by the project’s scale (measured as
Capex and Employment). Larger project scale renders FDI location more sensitive
to larger market size and to cheaper labour costs, but less sensitive to lower corpo-
rate taxes and to lower institutional distance. These results are consistent with the
notion that project scale significantly affects firms’ locational sensitivity to country
attributes when choosing between FDI target locations.
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1 Introduction

FDI (Foreign Direct Investment) is a strategic source of finance for emerging
economies, exerting beneficial impacts on employment, technological upgrading,
productivity and economic growth (Alfaro 2017; Wei and Liu 2006). Given its
importance for both private sector development and public policies, research ana-
lysing the factors affecting FDI location choices gained prominence in the inter-
national business literature. While a voluminous body of research has uncovered
a number of country and firm-level attributes affecting FDI attractiveness, studies
emphasising a micro-based approach, as to consider project heterogeneous char-
acteristics, are much scarcer (Blonigen 2005).

In this paper, we examine the effects of project scale on multinational enter-
prises’ (MNEs) location choice sensitivity to four important determinants of FDI:
market size, labour costs, corporate taxes and institutional quality. Our choice for
these determinants is motivated by recent comprehensive review articles sum-
marising the extensive literature on location choice by Jain et al. (2016), Kim
and Aguilera (2016), Nielsen et al. (2017) which show that these country attrib-
utes are among the key determinants of MNEs’ location selection. In broad lines,
these four locational traits are purely economic or institutional factors exerting
direct impacts on foreign revenues, costs and on investment risk, thus affecting
FDI location decisions. However, a gap exists in the extant international business
literature in linking country locational factors to project characteristics.

As well noted by Nielsen et al. (2017), most studies treat country locational
determinants in a somewhat atomistic way, paying limited attention to how they
interact with other factors driving firms to a particular host market. In synergy
with this view, Kim and Aguilera (2016) also remark the importance of digging
deeper into MNEs’ operations, as to allow for a more birds-eye view of MNEs’
FDI decisions. Moreover, Nielsen et al. (2017) also highlight a paucity of loca-
tion studies which have considered the role of investment scale. For instance, a
recent theoretical model presented by Jain et al. (2016) provides clear predictions
regarding how firm and industry characteristics might interact with country deter-
minants of FDI location. However, the role of project scale, which is a crucial
characteristic of any FDI project, remains under-researched. Therefore, the main
contribution of our paper is to derive and empirically test hypotheses predict-
ing interactive effects between project scale and several important country-level
determinants of FDI location. In doing so, we shed light on how the salience of
country locational factors might change contingent on micro-level determinants,
such as it is the case of the scale of FDI projects.

Our analysis employs a large project-level dataset with over 15,000 greenfield
manufacturing investments from 5182 multinational enterprises. These FDIs are
originated in 20 industrialised countries and are located in 25 emerging econo-
mies, covering a time period from 2003 until 2014. We empirically estimate FDI
location models employing conditional logistic regressions. By including interac-
tions between project scale (measured in financial terms by Capex and in labour
terms by Employment) and market size, labour costs, taxation and institutional
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distance, we analyse if project scale and country attributes jointly affect MNEs’
FDI location decisions.

Our sample includes top FDI destinations in the emerging world, like China,
India, Brazil, Mexico and Russia, as well as Asian fast-growing economies like Sin-
gapore, Thailand, Malaysia, Indonesia and Vietnam. We also cover transition econo-
mies, like Poland, Czech Republic, Hungary and Romania (among others). As to
the senders of FDI, all the major developed economies are present in our sample:
the US and Canada, Japan, Western European countries and Australia. Our empiri-
cal study boasts great diversity in terms of numbers of recipients and senders of
FDI. However, it is important to clearly set up the boundaries of our examination.
Our sample does not cover M&As, nor technological and knowledge-intensive FDI,
further being restricted to location choice and not covering other entry modes and
internationalisation decisions.

While taking stock of the boundaries of our work, our empirical design adds
valuable insights nevertheless. The most common design in the location literature
analyses outward FDI from one sender country going to a limited number of recipi-
ent countries, typically within a geographic region, or from multiple senders going
to one recipient country. For example, reviewing 153 studies, Nielsen et al. (2017)
find a considerable bias towards studies based on US and Japan as senders of FDI,
and towards China as main FDI recipient. We offer empirical evidence that con-
siderably expands extant studies by analysing FDI location choices of MNEs from
multiple sender countries in industrialised economies investing in multiple recipient
countries in emerging economies. This gives a good scope for generalisation of our
results in the context of emerging economies.

Although studies focussing on investment scale are scarce, a few papers have
examined the issue. For instance, larger projects involving more capital are consid-
ered to be inherently riskier than smaller projects (Chadee et al. 2003). In line with
this view, some evidence suggests MNEs are more likely to locate subsidiaries with
larger scale in countries characterised by lower risk (Duanmu 2014; Pak and Park
2005). However, this research stream remains somewhat fragmented, with the role
of investment scale yet to be streamlined into a more coherent theoretical frame-
work. Our work differs from and contributes to these studies in many ways. First,
building on insights from the economics literature (Chen and Moore 2010; Defever
2012; Halvorsen 2012; Tomiura 2007), we establish a pathway linking micro-level
factors, such as project scale heterogeneity, to country-level locational factors. The
main insight we borrow from this literature is that investment (project) heteroge-
neity can shift the salience of FDI location to country-level determinants. Second,
our empirical examination goes beyond country risk, as we analyse the interplay
between scale and a wider set of country-level locational factors potentially affect-
ing expected revenues and costs. Third, regarding the role of scale, Duanmu (2014)
analyses how expropriation risk influences the scale of Chinese outward FDI. While,
like Duanmu (2014), we use Capex as a proxy for the investment’s scale, our analy-
sis differs from the former in that by examining the impact of country expropriation
risk on Capex directly, Duanmu (2014) seems to embed the location and the capital
commitment decision as jointly determined. We examine whether the scale of the
investment affects location sensitivity to country determinants, instead, analysing
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a cross-country sample of FDI senders and not only a single sender. Fourth, the
locational role of scale was analysed in the context of joint-ventures (Chadee et al.
2003), whereas we look into greenfield FDI.

Furthermore, our study is important from theoretical and conceptual perspec-
tives, adding a more granular view on how location decisions are made by MNEs.
Most of FDI location studies, for being unable to account for project scale in the
empirical design (usually due to data restrictions), intrinsically assume that firms
pick their target locations either neglecting the scale of the project, or assuming that
the scale (how much capital is to be committed) will be determined sequentially
after the target market is selected. But it is very likely that the capital budgeting
process of strategically relevant ventures, like FDI, occurs either before or concomi-
tantly with foreign market choice. Our paper provides evidence that this is exactly
the case: Projects with different scales might end up located in target countries with
different economic and institutional characteristics.

The paper continues as follows. In Sect. 2, the literature is reviewed and empiri-
cally testable hypotheses are proposed. Section 3 describes the dataset employed in
the empirical test and the empirical methods. In Sect. 4 the main empirical results
are presented and discussed, followed by sensitivity checks in Sect. 5. Section 6 dis-
cusses our findings with the extant international business literature, whereas Sect. 7
concludes.

2 Literature Review and Hypotheses Development

This section discusses the literature and proposes testable hypotheses. We begin by
discussing the extant International Business (IB) literature on FDI location choices.
Building on recent valuable and comprehensive reviews, we discuss the current
boundaries in the literature and propose the need to dig deeper into investment-spe-
cific characteristics, like scale, as to further expand location choice theory. In doing
s0, we propose ways to integrate the micro-level approach typically employed in the
economics literature into IB. We then streamline project scale in a cohesive theo-
retical framework, where the size of the investment might interplay with important
locational factors well established in the field. We propose hypotheses linking pro-
ject scale, market size, labour costs, taxation and institutional quality distance with
FDI location attractiveness.

2.1 An Overview of Location Studies in the International Business (IB) Literature

FDI location choice has been a subject of vigorous research in many disciplines,
such as international economics, economic geography, international business, and
strategic management. The field was initially rooted in the economics discipline,
mostly led by the early seminal works by Buckley and Casson (1976), Coase (1937)
and Hymer (1960). The core concepts from these studies are that multinational
firms explore foreign investment opportunities as to arbitrage from market imper-
fections across jurisdictions and thus maximise returns (Hymer 1960), and as ways
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to minimise transaction costs by internalising cross-border activities within the
umbrella of the same firm as opposed to conducting arms-length transactions (Coase
1937). In seeking such benefits, MNEs would locate optimally as to pursue cost-
efficient locations (Buckley and Casson 1976).

These early concepts were expanded and integrated into a more cohesive con-
ceptual framework in the seminal work by Dunning (1980). In the spirit of the OLI
paradigm, the extent to which the firm will serve the foreign market through local
production by undertaking FDI depends critically on Ownership, Locational and
Internalisation advantages possessed by the firm. If the firm owns valuable propri-
etary assets (like technology, organisational skills, brands, etc), if it is more valu-
able to internalise activities as opposed to conduct arms-length transactions, and if
the foreign economy offers locational-specific advantages, then FDI is an attractive
choice. While locational theory grew more robust following the OLI paradigm, the
geography of foreign investment lost space to issues like the ownership and govern-
ance of multinational firms (Kim and Aguilera 2016). It was even suggested that
location has been mostly neglected in the IB discipline (Dunning 1998).

Since then, location choice theory has experienced a surge and revival, with hun-
dreds of studies devoted to understanding how MNEs locate their FDIs. In order to
coherently and rigorously summarise the vast contributions in the field (since one
can hardly cover so much work), we rely on the valuable and comprehensive recent
review studies by Jain et al. (2016), Kim and Aguilera (2016) and Nielsen et al.
(2017). In doing so, we discuss how location theory can be expanded.

The review conducted by Nielsen et al. (2017) analysed 153 quantitative studies,
examining mostly how location choice theory evolved in terms of the theories of
FDI, methodological issues and the key findings in the literature. From a theoreti-
cal perspective, they highlight the focus of extant studies on three levels of analy-
sis, namely destination location, parent firm and the interaction parent firm-location,
and on six major theoretical branches, namely purely economic factors, institu-
tions, industrial clusters, global cities, resource-based view and liability of foreign-
ness. Focussing on locational factors as the prime interest of our study, their review
reveals that several hypotheses were formulated, among the most important being
the role of market size, wages (labour costs), taxation and institutional quality. In
terms of the empirical findings, there is consistently reliable evidence indicating that
locations with large market size (74% of studies) and with better institutional quality
(75% of studies) typically receive more FDI. The conclusions on wages and taxation
are ambiguous. About 49% of studies report a significantly negative association of
wages and FDI location, whereas for taxation about 50% of studies show negative
effects on location.

From a methodological perspective, the study of Nielsen et al. (2017) uncovers
interesting patterns in the literature. The vast majority of papers look into country,
industry and firm dimensions, with a clear bias towards FDI originating in the US
and in Japan, and located in China. Thus, papers encompassing a larger number of
both home and host economies are welcome to further expand the empirical reli-
ability and generalisation of findings. Our paper contributes to enrich the literature
with a comprehensive empirical setup with FDI originated in 20 countries and flow-
ing to 25 locations. The same holds regarding the scarcity of studies looking at the
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micro-level on a more granular dimension than firm level determinants, such as it
is the case of investment (project) level data. Our study, by examining FDI location
at the project level, contributes towards understanding more about this overlooked
layer of locational decisions. Furthermore, and crucially linked to our paper, the
authors report a significant scarcity of papers examining the role played by the scale
of the investment. Thus, our focus on the importance of incorporating investment
scale in location choice theory helps bridging another important gap in the literature.

Although, as well noted by Nielsen et al. (2017), the role of investment scale
received limited attention in the literature, we identify a few studies which shed
some light on the issue. The concept of investment scale has appeared in some IB/
management studies, although it has not yet been cohesively streamlined into an inte-
grated conceptual framework. Such studies suggest that there might be an important
role to be played by project scale in shaping FDI location decisions. From a trans-
action costs perspective and from the ownership-specific and locational advantages
achievable from engaging in FDI, the scale of the investment should interplay with
the selection of foreign target markets (Dunning 1998; Hennart 1991; Root 1994).
Studies looking at project (subsidiary) scale mostly agree that projects with larger
scale carry higher financial risks (Pak and Park 2005). Consistent with the view
that risk-exposure is proportional to total investment, Chadee et al. (2003) find that
MNE:s locate larger investments in Chinese areas providing policy and economic
incentives. Also in line with the notion of risk-exposure, Duanmu (2014) finds that
Chinese MNEs reduce investment scale in countries with higher expropriation risks,
though this effect can be mitigated by the strength of home-host political relations.

In their rich review article, Kim and Aguilera (2016) summarise the findings of
137 studies on FDI location choices. The authors begin by providing a comprehen-
sive historical overview on how different theoretical perspectives combined to forge
the contemporary location theory, from the early contributions from economics and
the behavioural tradition to the neglect and revival of the discipline in more recent
years. Next, they categorise the main findings of the literature into 8 main topics that
received most attention: institutions (like culture, corruption, etc), emerging mar-
kets (studies on China, India, Transition economies, etc), new economic geography
(agglomeration economies, cities, geography), strategic asset seeking (knowledge-
seeking FDI, R&D investments, etc), regions (economic integration, regionalisation
vs globalisation, subnational spaces, etc), networks (social ties, immigrant networks,
etc), offshoring (outsourcing of activities) and others.

Several interesting insights emerge from Kim and Aguilera (2016)’s review.
For instance, the authors note that while the institutional environment is one of
the most researched topics, the literature indicates that firms are heterogeneous
in their perception of institutional constraints. In effect, firms with specific gov-
ernance and ownership structures might evaluate institutional quality differently
when making locational decisions. Furthermore, the renewed focus on location
choices into and by emerging market firms has expanded the boundaries of the
discipline by combining insights from Institutional and Organisational theories.
Yet, going forward, Kim and Aguilera (2016) suggest two particularly fruit-
ful avenues for further research: to consider institutions as configurations (that
is, systems of interrelated components governing social actions as opposed to a
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continuum of good/bad institutions), and to consider MNEs as networks of activi-
ties in multiple spaces (as opposed to conceptualising activities and locational
decisions in isolation). In sum, Kim and Aguilera (2016) encourage researchers
to dig deeper into MNEs’ operations as to uncover a sharper birds-eye view of
MNESs’ FDI decisions. Following this recommendation, we propose a more gran-
ular analysis focussing on project characteristics, such as the investment scale, to
uncover newer mechanisms expanding beyond country, industry and firm level
locational determinants.

While recognising the stupendous progress achieved by the IB literature in iden-
tifying the determinants of FDI location choices at several levels and dimensions,
Jain et al. (2016) argue that such determinants have been employed in such dispa-
rate ways as to produce a somewhat fragmented theoretical framework. To bridge
this organisational gap in the literature, they propose a two steps comprehensive
model whereby the FDI location determinants are systematically categorised and
unified in a comprehensive model. The authors categorise locational factors into
two broad categories: firm and industry-specific determinants, and country-specific
determinants.

Step 1 of Jain et al. (2016)’s model includes the firm-level determinants that
facilitate resource deployment internationally for exploration or exploitation, being
comprised by four main dimensions: The firm’s degree of experiential learning,
top management’s background and networks, customer relationships and industry
structure. In Step 2 of the model, informed by the first step, firms examine country-
specific location determinants to evaluate the attractiveness for FDI. The country
locational factors include mainly the macroeconomic environment, inter-regional
ties, distance between home and host country, availability of natural resources and
agglomeration economies. In summary, FDI location choices combine firm, indus-
try and country locational factors, whereby firms with specific characteristics might
choose to invest in countries with specific advantageous locational traits. This rela-
tionship seems to entail an interactive effect of firm and country determinants in
shaping location choice. While the model coherently streamlines firm, industry and
country locational factors, the model does not encompass the project-level dimen-
sion. But this can be important. Since not all FDI projects are equal nor pursue the
same objective, the same firm might evaluate the attractiveness of candidate loca-
tions differently depending on the heterogeneity of singular FDI projects, such as
scale, FDI type, resource dependence, etc. Furthermore, Jain et al. (2016) highlight
the importance of examining the factors causing changes in the salience of location
to country determinants. While the authors remark the role of time, we position pro-
ject scale as an important factor potentially affecting location salience.

In summary, after reflecting upon the boundaries in location theory as highlighted
in the reviews by Jain et al. (2016), Kim and Aguilera (2016) and Nielsen et al.
(2017), we view a potential interaction of project characteristics, like the scale of the
investment, with country locational traits as an interesting way to expand IB’s loca-
tion choice theoretical framework. Yet, as we shall discuss, in order to propose ways
in which such micro-level project dimension can be embedded into IB locational
theory, we rely on solid concepts from the international economics literature, which
has recently developed a particularly insightful focus on micro-level heterogeneities.
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2.2 Investment Heterogeneity: Some Insights from Economics

A solid international economics literature emphasises the influence of investment
and firm heterogeneity on the proclivity to undertake FDI and on FDI location as
well. When firms and their investments are heterogeneous, optimal FDI decisions
differ across firms (Tomiura 2007).

Investment heterogeneity is manifested from multiple factors, such as the size
(scale) of the FDI (Halvorsen 2012; Markusen 2004; Yeaple 2009), FDI typology
or category (Defever 2012), the expected productivity of the investment (Aw and
Lee 2008; Chen and Moore 2010; Helpman et al. 2004; Tomiura 2007). Halvorsen
(2012) finds that investment size is affected by several locational variables, such as
market attractiveness, taxation, labour costs and agglomeration. For instance, the
author highlights that market determinants might be relatively more important for
larger investments for they are more dependent on high turnover. Defever (2012)
shows that the spatial organisation of multinational firms and therefore their loca-
tional choices depend on how heterogeneous investments are regarding FDI type
(production, services, R&D, headquarters, etc).

Chen and Moore (2010) find that investments undertaken by firms with higher
productivity levels are more likely to be located in tougher and more competitive
host markets, characterised by smaller market size and lower trade barriers. Head
and Ries (2003) find that firms making less productive investments are more likely
to locate in countries with lower costs. Scale economies at both investment (plant)
and firm levels are known to affect both the proclivity to invest abroad (Brainard
1993) and the potential gains from FDI exploitable through optimally locating for-
eign plants in host economies with advantageous locational factors (Guimaraes et al.
2004; Helpman 2006; Markusen 2004; Yeaple 2003). What is common to many
studies in this literature is that the characteristic of the investment at hand, being
scale, productivity or technology, as well as the characteristics of the investing firm,
affect location choice sensitivity to country determinants.

In summary, the main insight we gain from these studies is that investment het-
erogeneity can influence how multinational firms evaluate locational factors when
making FDI locational decisions. In what follows, building on the insights mostly
borrowed from economics, we articulate how investment scale, a particularly impor-
tant heterogeneous characteristic, might affect FDI location choices by increasing
or decreasing the salience of locational advantages/disadvantages. In doing so, we
propose an important role for investment scale in the development of location theory
in the IB literature, which has thus far uncovered key findings relating FDI location
to country, firm and industry dimensions, while overlooking project-level character-
istics, such as investment scale.

2.3 The Influence of Project Scale on the Salience of FDI to Locational Factors

The literature on the locational factors affecting FDI location choice is vast, with
numerous characteristics and advantages of host economies having been considered,
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both in the IB and in the economics literatures. Having already discussed the IB
literature on locational determinants in Sect. 2.1, and further considering that our
main inspiration to expand locational theory as to encompass project heterogeneity
in terms of scale is borrowed from economics, we study the interplay between scale
and some locational traits with an established influence on FDI in the economics
literature. It is noteworthy that there is a significant overlap with the studies in the
IB domain which also looked at some of these locational factors. However, in order
to avoid an overly encompassing yet unclear theoretical setup and underdeveloped
arguments, we focus predominantly on the studies in economics as to derive our
testable hypotheses. Such choice is motivated by the clearer conceptual pathways in
the economics literature linking project heterogeneity with locational factors. Yet,
we discuss any nuances in the approaches of the two disciplines when needed (such
as with institutional quality). Later on, in Sect. 6, we thoroughly discuss our find-
ings with the extant IB literature and how we seek to expand the existing locational
theory.

We discuss the interplay of project scale with four locational factors: market size,
labour costs, taxation and institutional quality. Market size and labour costs speak
directly to the core of trade theory, as these are locational traits clearly linked with
market-seeking and efficiency-seeking FDI typologies (Braconier et al. 2005; Help-
man et al. 2004; Markusen and Venables 1998; Yeaple 2009). Taxation is another
key locational advantage thoroughly analysed in this literature, with MNEs typi-
cally tax shifting into low tax jurisdictions to maximise profits (Barrios et al. 2012;
Wheeler and Mody 1992). Institutional quality is also a key dimension affecting
firms’ locational choices. Seeking to minimise agency costs and avert expropriation,
foreign firms typically locate investments in countries with stronger institutional
quality (Bevan and Estrin 2004; Disdier and Mayer 2004; Quere et al. 2007; Sen and
Sinha 2017). Next, we discuss each locational factor in detail.

2.3.1 Market Size

Market size is an important factor affecting a country’s FDI attractiveness. It is
widely accepted that larger market size is associated with a higher inflow of inward
FDI (Markusen and Venables 1998). Market size works as a signal for the host econ-
omies’ consumer market potential, with larger markets signalling greater volume
and consumer demand potential, as well as economies of scale in foreign produc-
tion (Markusen 2004). Moreover, scale economies is a key concept affecting firms’
proclivity to undertake market-seeking FDI (Helpman 2006; Markusen 2004), with
such type of investment typically being located in larger economies (Yeaple 2009).
In addition, it is well established that larger projects further contribute with econ-
omies of scale (Haldi and Whitcomb 1967), which in turn might dilute costs and
therefore mitigate investment risks. Moreover, Halvorsen (2012) shows that mar-
ket attractiveness is a more salient factor for larger investments, because the greater
the scale of the investment, the more it depends on achieving a higher turnover,
which clearly links investment scale to demand potential. This discussion indicates
that project scale might affect MNEs’ assessment of market size as a locational
advantage.
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While developing economies are relatively more fit to receive efficiency-seeking
FDI than industrialised countries, such investments might not be purely efficiency-
seeking. Firms might locate in developing economies to minimise labour and input
costs and to gain access to the local and surrounding markets, following a more
complex integration strategy (Yeaple 2003). This is consistent with real world regu-
larities, such as the strong presence of automobile manufacturers from industrial-
ised countries in large emerging consumer markets, like Latin America. The argu-
ment is germane since many emerging economies have experienced substantial
economic growth which increased the attractiveness of consumer markets, while in
many developed economies markets seem saturated (London and Hart 2004; Radjou
and Prabhu 2012). Thus, firms might be better off and profit more from the FDI by
choosing the host economy with the largest domestic market.

Based on this discussion, we propose that FDI location likelihood should be
higher in emerging economies with larger markets, with such salience increasing the
larger is investment scale.

Hypothesis 1a: Market size is positively associated to FDI location likelihood.

Hypothesis 1b: The effect of market size on FDI location likelihood is posi-
tively moderated by project size.

2.3.2 Labour Costs

International specialisation led to reallocation of production towards emerging coun-
tries (Gao 2007), especially to benefit from cheaper labour costs (Braconier et al.
2005). The knowledge-capital model (Carr et al. 2001) provides clear predictions
indicating that production activities are likely to be located where unskilled labour
is cheap, whereas knowledge-intensive activities go to places where skilled labour
is cheaper, instead. Labour-intensive FDI is more prevalent in emerging econo-
mies (Aizenman and Noy 2006), mostly because of a greater availability of cheaper
unskilled labour, lower factor prices and overall cheaper production costs (de Mello
1997).

While, as we previously discussed, investments into emerging economies might
not be driven purely by efficiency considerations, with market-access also poten-
tially taking on importance, when it comes to labour costs, the gains from locat-
ing in host economies where labour is cheaper are notorious in the literature. For
instance Chen and Moore (2010) show that French firms are more likely to locate
FDI in countries with lower labour costs. Braconier et al. (2005) find that more FDI
by US firms takes place in countries where unskilled labour is relatively cheaper.
Consistent with the view that cheaper labour costs can attract manufacturing FDI,
Du et al. (2008) show that FDI location likelihood is more likely in Chinese regions
with lower wages.

Given that labour-intensive investments with larger scale might be even more reli-
ant on labour availability, and considering that cheaper labour reduces costs and cash
outflows, investments with larger scale might fit better with locations where labour
is cheaper. For instance, since larger investments entail higher risk, and higher risks
command higher returns (Campbell 1996), it is plausible to expect that the labour
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bill of larger investments should be as cheap as possible as to reduce cost and boost
the investment’s profitability. Indeed, Jain et al. (2016) note that when firms expand
into locations to benefit from low-cost labour, such investments become highly scale
sensitive, with substantial capital allocated. This discussion provides an indication
that investment scale might affect the salience of FDI location to labour costs. Thus,
we conjecture that:

Hypothesis 2a: Labour costs are negatively associated to FDI location likeli-
hood.

Hypothesis 2b: The effect of labour costs on FDI location likelihood is nega-
tively moderated by project size.

2.3.3 Taxation

Taxation is a strong force affecting FDI, with lower taxes typically encouraging
foreign investment (Barrios et al. 2012). As argued by Wheeler and Mody (1992),
governments compete in international location tournaments by offering tax and
other short-term incentives to increase MNEs’ perceived attractiveness of locations.
Indeed, in recent years several countries around the world have reduced corporate
taxes to stimulate inward FDI (Becker et al. 2012).

Yet, the effect of taxation on locational choices is not necessarily homogeneous
across firms, with investment and firm heterogeneities playing an important role.
For example, Krautheim and Schmidt-Eisenlohr (2011) present a theoretical model
predicting that the extent to which firms benefit from lower international taxation
depends on scale, productivity and on the industry competitive structure. In a simi-
lar vein, Haufler and Stihler (2013) provide evidence that low cost firms are more
likely to exploit locational tax advantages, because these firms are more profitable
and hence benefit more from a lower tax burden. Becker et al. (2012) also show that
firms making more profitable investments are more likely to locate projects in low
tax jurisdictions.

Since investments with larger scale have the potential to reduce costs by generat-
ing scale economies, and given the evidence just debated that the lower the cost, the
more firms benefit from lower taxes, this discussion indicates that investment scale
might affect FDI location salience to taxation. In light of this, on one hand, MNEs
will be better off by locating the investment in the host country charging the lowest
taxes over profits, while, on the other hand, given economic and policy incentives
(like lower taxes) tend to decrease investment risk, mostly by reducing cash out-
flows, FDI projects with larger scale might benefit even more from lower corporate
taxes.

Hypothesis 3a: Corporate taxes are negatively associated to FDI location like-
lihood.

Hypothesis 3b: The effect of corporate taxes on FDI location likelihood is neg-
atively moderated by project size.
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2.3.4 Institutional Quality

Institutional quality has an important impact on internationalisation, in particular for
FDI (Sen and Sinha 2017). As well pointed by North (1991) on his seminal works,
economic institutions determine transaction and production costs and therefore the
profitability of investments. Good institutional governance enhances productiv-
ity prospects, thus attracting more foreign investors (Quere et al. 2007). In synergy
with this argument, the quality of institutions is viewed by MNEs as an important
attribute of a location, in particular because foreign investors may be expropriated
by local governments (Azzimonti 2018; Bevan and Estrin 2004; Brada et al. 2019;
Du et al. 2008; Kesternich and Schnitzer 2010; Stulz 2005; Wei 2000). This is espe-
cially the case in emerging economies, where agency problems can be acute (Asiedu
et al. 2009).

Empirical studies mostly corroborate these predictions. For example, Wei (2000)
finds that corruption is quite taxing to foreign investors, strongly reducing FDI
flows. Du et al. (2008) show that US MNEs investing in China prefer locations that
have better protection of intellectual property rights and lower levels of government
intervention and corruption. The quality of institutions of host countries influences
significantly the location choices of French MNESs’ investments in European coun-
tries (Disdier and Mayer 2004). Institutional quality stimulates international busi-
ness and FDI flows into transition economies (Bevan and Estrin 2004). More FDI
flows into countries enforcing stronger property rights, which increases MNEs’ val-
uations (Lin et al. 2019).

Expropriation risk is a decreasing function of institutional quality, for higher
institutional quality enhances monitoring on local governments and firms (Stulz
2005). Therefore, MNEs can minimise expropriation by investing in the country
with the highest institutional quality. The benefits from a well-functioning institu-
tional environment go beyond reducing agency conflicts and expropriation risks,
also affecting the expected productivity of the investment. Good institutions push
entrepreneurial activity towards more productive outputs, as opposed to political and
lobbying activities (Baumol 1996; Sobel 2008). Such better business environment
typically leads to stronger productivity levels (Lasagni et al. 2015), which attracts
more FDI (Cheng and Kwan 2000). Therefore, countries with better institutions are
likely more attractive locations for FDI.

Given large scale investments are riskier, MNEs can mitigate risk-exposure by
locating large scale projects in host economies where strong institutions protect
foreign investors against expropriation. Consistent with this, Pak and Park (2005)
contend that in locations with high investment risk due weaker institutional setups
(like unstable political and legal environments), firms make more cautious invest-
ments, with the subsidiary scale being negatively correlated with country riskiness.
For example, Duanmu (2014) shows that firms reduce the scale of investments in
countries with higher expropriation risks. This discussion altogether suggests that
the scale of the investment might also affect the salience of FDI location choice with
respect to institutional quality.

There is an important difference between the IB and economics studies regard-
ing how institutional quality is conceptualised and measured. While both disciplines
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build on the economic theory of institutions (North 1991), studies in economics
typically focus on institutional quality indexes continuously measured, whereas it
is more common in the IB literature to work with the idea of institutional distance
(Donnelly and Manolova 2020). Institutional distance hampers foreign MNESs’
understanding of the functioning of the host market, which complicates the inter-
action with local consumers, suppliers and other entities (Salomon and Wu 2012).
Such hurdles to adapt affect the extent to which MNEs gain legitimacy in the local
market (Kostova and Zaheer 1999).

An important assumption within the concept of institutional distance is that the
institutional gap between home and host economies takes on even more importance
than absolute quantitative measures of the quality of the institutional environment
per se. Hence, MNEs from countries with relatively weaker institutional qual-
ity might be better able to navigate the institutional environment of countries with
weaker institutions, whereas firms from institutionally well developed countries
might find it more difficult to adapt. In terms of hypotheses development, the main
nuance to consider is that under the economics approach one would typically expect
a positive relationship between institutional quality and FDI location, whereas under
the IB approach a negative relationship between institutional distance and FDI loca-
tion is a common finding.

Hypothesis 4a: Institutional distance is negatively associated to FDI location
likelihood.

Hypothesis 4b: The effect of institutional distance on FDI location likelihood
is negatively moderated by project size.

3 Research Design
3.1 Data and Variables

The empirical analysis employs project-level FDI data sourced from FDI Markets:
Cross-Border Investment Monitor database (a service from The Financial Times).
The dataset provides detailed project-level information, and has been employed in
numerous empirical FDI studies (Castellani and Lavoratori 2020; Duanmu 2014).
The dataset includes the identification of the investing firm, the location of the pro-
ject, as well as information on the scale of the investment’s capital expenditures and
employment.! The period covered in the analysis spans from 2003 to 2014.

Our study covers industrial greenfield FDI projects originated in industrialised
countries (Australia, Austria, Belgium, Canada, Denmark, Finland, France, Ger-
many, Greece, Ireland, Italy, Japan, Luxembourg, Netherlands, Norway, Portugal,
Spain, Sweden, Switzerland, United Kingdom and United States) and located in 25

' A limitation of the FDI Markets dataset is that it does not include firm numerical identifiers (such as
Tickers and ISIN codes), hence we could not incorporate firm-level characteristics in the analysis given
the large number of companies from multiple countries present in our dataset.
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emerging host economies (listed in Table 2), boasting a dataset with over 15,000
individual FDI projects. We choose to study industrial projects given the clearer
conceptual pathways linking scale economies, manufacturing FDI and location
(Brainard 1993; Guimaraes et al. 2004; Markusen 2004).> The FDI projects data-
set is complemented with host countries’ economic data, sourced from Penn World
Table 9.0 (Feenstra et al. 2015), the World Bank and Worldwide Governance Indica-
tors, among other data sources. Table 1 summarises the variables used in the study,
and brings descriptive statistics:

Variables indexed by j refer to host country characteristics, whereas the subscript
t refers to time (years), and variables indexed by Aj capture dyadic relationships
between home and host countries (like distance between home and host country,
colonial ties, shared language, etc). For every project, we match country economic
data corresponding to the year in which the investment is recorded (thus our dataset
has cross-country and time series variability). Location choice, L_,-, is operationalised
as a dummy variable, taking the value of 1 if a host country j is chosen amongst a
choice set containing J potential host countries, and takes the value of zero if not
chosen.

Following Duanmu (2014), who employed data from the same source as we do,
we work with project Capex (capital expenditures) as a proxy for the scale of the
investment. This makes sense, since investments with a larger scale require greater
financial capital commitment. We convert project scale to a dummy variable to facil-
itate the economic and statistical interpretation of the interactive effects with con-
tinuous country-level variables. We do this because it is quite challenging to inter-
pret the interactions between two continuous variables, especially in the context of
discrete choice models. Using the projects’ Capex sample median as a cut-off point,
we set investments with Capex above the median as to have a large Capex scale
(= 1), whereas we set investments with Capex below the median as to have rela-
tively smaller Capex scale (= 0). For the average FDI project in our sample, Capex
is about USD 90 million whereas Employment is about 356 job posts.

We employ four main country locational factors in the analysis: market size,
labour costs, taxation and institutional distance. In line with the literature (Carr et al.
2001; Yeaple 2009), host market size is proxied by natural logarithm of Total GDP,
gdpj,, obtained from Penn World Table. The most common measure for labour costs
often found in the literature is unit labour costs (Chen and Moore 2010). However,
we are unable to employ the exact same measure because for many emerging econo-
mies in our sample data is either limited or unavailable. Alternatively, we construct
a similar proxy factored from labour compensation data. We extract information on
labour compensation and the size of countries’ workforce from Penn World Table
(Feenstra et al. 2015). We employ the natural logarithm of the ratio between labour
income and the total number of workers, which returns a measure of labour compen-
sation per worker, which we label labcompjt.

The variable rax;, stands for statutory corporate tax rates, and is calculated as taxes
due as a share of commercial profits (Becker et al. 2012; Wheeler and Mody 1992),

2 We discuss the limitations of this approach in the Conclusion.

@ Springer



171

The Effects of Project Scale on FDI Location Choices: Evidence...

e 0 €Y0°LT 788°L 1A s1ead Anuno) paje[noR) U agunosowns surIy Anunod awes Aq (]
€01 0 788°L 979'¢ 1ad s193d Ansnpuy paje[nore) :b:.:%:.sss suy Ansnput awes Aq [
8161 8IS°S 010'T€ 09%'S€ uonnadwod yroduy Imd “sriodu (%) dao/svoduy
7781 0cs'e 000°C¢ 00T've uoneusLIo Hodxy LMd “spaodxa (%) danysHodxg
00299 0 779 1861 ASLIAPaID) 01D d%S Hsspo sdems Jnegop 11par)
000°8% 0 0868 088'v¢ ASLI Sruouodoy DUDI "ys11009 JSLI SIouodoyq
991°8% 0 6 oY'LE ASLI [eroueUL] DYDI ystauyf JSLI [erourUL]
60L798 0SL 9y S8G°L 100°69 JSLI [esnifod DYDI “ysrajod ASLI [ednI[od
I 0 910 120°0 S91) [BOLI0STH Awwng Mpuogoo diysuonefar [eruo[o)

1 0 +11°0 €10°0 s [RIM[ND Awwungg ia8nnsun) a3en3ue| uowrwo))

I 0 81€°0 ¥11°0 uoneIIUI JIWOU0dH Awwng fyoypaSann uoneIgouI dIoU0dg
0LE8T Y 816 vICy 819°98¢CL 1500 9pelLL paje[noren Mysip (ury) aoueIsIp [eraNe[ig
LIV’ Sve 961°LI SCe8s S19°68 ssouuado opel], Jueq pHOM *uadoapoy (% ) daD/epei],
TOTLT 000°0 1¥9°¢ YoL’L 9dueISIp [euonmnsuy oM ispisut QJOUEISIp [euonmINSUL
000°SS 00001 8168 8L0VC $3500 uonexe], DN vy (%) @yex xey dgerodio)
966°CS Sy8C IS9°T1 P11°0T $3509 Inoqe| LMd duioaqny (asn) s-d -dwoo moqe]
000°00T°LT 66819 OLLT61'T 11Tl 9ZIS 1IN Imd Hdps (AW asn) dao
I 0 00S°0 6670 uoneard juswiojdwy jo a[eds SIONIBIN 1A Maosduia (1/0) oreos yuswhojdwyg

0008 I G8LC9S £66'95¢ uonearo Juewordury SINIBIN 1A Y yuawKorduugy

1 0 00S°0 00S°0 sarnyipuadxa reyde) jo o[eos SIONIBIN A4 Maosxadno (1/0) oreds xode)
0000 0100 8C1'8TE £68°16 sarmpuadxs [ende) SINIBIN 1A “xadpo (NN asn) xede)
1 0 S81°0 €00 M10 () ‘USSOYD JI | SIONIBIN 1A 1 uoneso[ [ad

XAl Uz as UBIIA uonejardiayuy 92IMog puaSoy SO[qRLIBA

Arewwuns so[qeries | a|qeL

pringer

As



T.Loncan

172

wy SunsaAul Y Jo ANUNOd dwes AY) Wolj sully £q Ieak-Anunod swes Y} ul pajedo[ S| JO Joquinu [e303 2y} SI suLly Anunod swes Aq [ ‘WIy
SursoAur 2y} Jo A1Snpur Swes oY) WOIJ SWIY Aq Jeok-AIUnod auwres dy) ur pajedso[ S[] JO Jequinu [ejo) ayy ST swry Ansnpur awes £q [ 9[qe], PIIOA\ UUod wWolj ‘ddD
2101 03 syrodwr Jo onel Y ST JO/s1Iodw] "9[qe], PHOA UUSd WO} ‘J(D 8103 03 s110dxa Jo onel oy st JqO/s1odxy QI 1eyde) woig ‘sdemg Jnejo IPa1)) USIoIoA0S U0
peaids Apreak oy ST SSOD “XOPUI Suned YSLI JTWOU0dq YD Y3 ST JSII JIWOU0IH “XOPul Suned YSI [eroueul] OYD] Y} SI YSTY [eIOURUL] "XopU] Suner YSiI [eonijod DYD]
Q3 ST ST [eONI[0J "9SIMIYI0 () 0} [enba pue ‘dIysuone[al [eIUO[0D JOWIOJ B 9IeYS SATWOUO0ID JSOY puk dWOY 9y} JI T 03 [enba o[qerrea Awwunp e ST SOL], [BIUO[0)) "9SIMIAYI0
0 01 [enba pue ‘oSenue] UOWIWIOD IBYS SAIUIOUOII JSOY PULB WO Y} JI | 0) [enba 9[qerieA Awwnp e st 98enSue uowwo)) *asIMIaYI0 () 0) [enba pue ‘QuAYdS uoneISayul
JIWOU09 [RUOISAI QWIES AU} JO SIQUIAW [J0q I8 SIAMWOUOII ISOY PUE W0y Y} JI | 0} [enba 9[qeLreA Awunp e ST uoneI3ou] SIOU0dH *(B[NULIOJ QUISIOARH ) SUIMO[[O]
sioyne £q poje[nofed) AWOoU0I9 JSOY pPue SWOY 9y} U9dMIOq ‘SISIOWOITY Ul ‘90Ue)SIP [eIdje[lq Y} SI 90ue)SI(] ISOY-oWOH "(Jueq PMIOA\ WOIJ padInos) JOO JO 2Ieys e se
syzodwr pue sy10dxe Jo wns ay) ST ssouuad() opeI], *(SIOILIIPU] AIUBUIAOD) PIIOA\ ) WOIJ PadINos) xapur Asodwod Ayenb [euonmmsur [HA\ 943 UI SILIUNOD JSOY pue
QUIOY U9M]Oq IOUSIIIP 9IN[OSqE Y} ST d0UBISIP Teuonmnsuy (DINJY Auedwoo Sunrpne woij paoInos) AWouods IS0y Yoes Ul ajel Xe) 9je1odIod £10jnjels oYy ST SOXe], ajel
-0d10D) *(9[qB], P[IOA\ UUSJ WO} PAJINOS) SINIOM JO Joquunu 810} 9yl £q papIAIp (IS ul uonesuadwod Ioge| 0} sjuawked [210) Y3 ST JoyIom J1od uonesuadwo)) moqe]
*(9]qBL PHOM UUSJ WOIJ PIdIN0S) SUOI[[IW (JS() UI AWOU0I9 JSOY Yord I0J 10onpoid dNSAWO(] SSOID) ST J(IO) [810], "(eseqelep SIONIEIA [([] WOIJ PIdINos SoINSeaw JUSt
-Kordwig pue xode) yjoq) uerpaw ojdwres ay) mo[aq J1 () 0) [enba pue ueipaw sjdures ay) aaoqe Juswkojdwy sey 10afoxd ay) J1 | 03 [enba g[qerIeA AUrwnp € st (1/0) 9[edS
juowAordwry -309fo1d ay) £q pareaid sysod qof Jo roquunu ayj st JudwAodwy 109f01d “uerpaw ajdures ay3 mo[aq jI () 03 [enba pue uerpew d[dwes ay) aaoqe xade)) sey 3o0ofoxd
oy J1 1 03 Tenba o[qerrea Kwrwunp e St (]/0) 9[eds xode)) *(9[eos JUSUISIAUT JO INSLIW INO) UOI[IW (IS Ul Xode)) s juaunsaaut oy st xode)) 30001 “(aseqerep sIIeI 1]
WOIJ PAdINOS) 9SIMISYIO 0I9Z PUB ‘UISOYD ST ANUNOD oY) JI | JO anjeA oy} Surye) d[qeLiea Awwnp e ST uonedo[ [ "Apnis 2y} Ur pasn SI[QELIEA J} SISLIEWWNS d[qe) SIY],

(ponunuod) | s|qe]

pringer

As



The Effects of Project Scale on FDI Location Choices: Evidence... 173

sourced from the auditing company KPMG.? Institutional quality distance is cal-
culated with data from the World Bank’s Worldwide Governance Indicators (WGI)
composite index (Herrera-Echeverri et al. 2014). The WGI composite index has six
dimensions of institutional quality: voice and accountability, regulatory quality, cor-
ruption control, rule of law, political stability and government effectiveness. Each
sub-index stays in the [—2.5, +2.5] interval, with higher scores associated to stronger
institutional quality. The composite index is obtained by summing the scores
across each dimension of the index. Following a common approach in the literature
(Duanmu 2011; Salomon and Wu 2012; Xu et al. 2004), we calculate institutional
distance as the absolute distance (module) between the WGI institutional quality
composite index of the home (h) and host (j) economies:

instdist, = |WGI,,, — WGI,| (1)

We then calculate interactions between our proxy for investment scale with the
aforementioned country locational attributes. In sensitivity checks to ensure robust-
ness, we first employ Capex measured on a continuous basis, to mitigate measure-
ment issues. Second, we also adjust Capex by industry since firms in capital inten-
sive industries likely commit more capital to FDI projects, and by home-host dyad
since bilateral ties might affect how much capital firms commit to the FDI. Third,
we also use the investment’s Employment (jobs created) as an alternative proxy for
scale.

A vector of control variables is further included in the models. While many dif-
ferent control variables have appeared in the empirical FDI location literature (much
dependent on what is the main explanatory variable of interest), we try and include
control variables that may correlate with our four main locational traits and also
affect location choice. We control for trade openness since emerging economies
which are more open to trade typically receive more FDI (Asiedu 2002), whereas
openness to trade can relate with explanatory variables like the quality of institu-
tions (Dollar and Kraay 2003), labour costs (Arbache et al. 2004), etc. Following the
literature (Asiedu 2002; Baltagi et al. 2009; Papadopoulos et al. 2002), trade open-
ness (tradeopen;,) is calculated as the sum of exports and imports divided by total
GDP (Gross Domestic Product). We include the variable dist;, the distance between
the home and host country.* Geographical distance is known to affect FDI location
mostly through trade and transaction costs (Amiti and Javorcik 2008; Chen and
Moore 2010; Halvorsen 2012; Markusen 2004), being a common control variable.

Additional proximity factors, besides geographical vicinity, are also important
determinants of FDI, like sharing a common language, colonial ties and regional
integration schemes (Navaretti and Venables 2006). For example, the importance
of regional economic integration schemes is evidenced by Basile et al. (2008), who
show that European Union membership increases the attractiveness of locations

3 Statistics on global corporate tax rates are presented at KPMG website: https://home.kpmg.com/xx/en/
home/services/tax/tax-tools-and-resources/tax-rates-online/corporate-tax-rates-table.html
4 Distances are calculated between home-host capital cities, employing the Haversine formula.
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as hosts for FDI by MNEs from both within and outside the European Union. To
account for this kind of economic proximity effect, the control variable integration,
captures shared membership between home and host countries in regional economic
integration schemes, such as the European Union and NAFTA. For instance, consid-
ering an investing firm originally from an EU country (such as France), the variable
takes the value of 1 if the candidate location is also an EU country (such as Poland,
for instance), but is equal to O for a candidate location outside Europe (such as Brazil,
for instance). In addition, we include control variables capturing cultural and histori-
cal proximity between the home and the host economy, such as a dummy for shared
common language (language,,;) and for former colonial relationships (colonial,,)).

Table 2 reports the distribution of inward FDI by recipient country, plus coun-
try averages for selected country-level economic and proximity variables. We also
present cross-country statistics on the projects’ scale (Capex and Employment).
The BRIC countries, China (4251), India (1727), Brazil (1044) and Russia (1011),
as well as Mexico (1175), are the emerging countries receiving the largest number
of FDI projects in our sample. Other important destinations are Eastern European
countries, like Poland (685), Hungary (674), Romania (635) and Czech Republic
(517), and Southeastern Asian countries, such as Thailand (648), Malaysia (396)
and Indonesia (323).

3.2 Econometric Specification

The econometric specification follows a random utility model of foreign plant loca-
tion, in line with the industrial and FDI location literatures (Arauzo-Carod et al.
2010; Chen and Moore 2010; Defever 2012; Disdier and Mayer 2004; Guimaraes
et al. 2004). According to this established methodological approach, the empiri-
cal analysis abides by the underlying assumptions of utility (profits) maximisation,
being consistent with optimal firm behaviour.

Consider the profits (utility) z, derived by firm i from investing in country a as
being a function of the set of country attributes summarised by vector X;. Profits
derived from investing in country a are a function of these parameters, producing
a vector of coefficients of proportionality 8, and subject to a random disturbance
term e,. Alternatively, firm i might choose to locate the investment in country b,
based on country b’s attributes set, summarised by X. Again, profits are a function
of such parameters, producing a vector of coefficients 8, and subject to a random
disturbance term ¢,,. The profit equations for countries a and b are shown below:

7, =0,X; +e, )

I, = Hij + €, 3)

If the firm chooses to locate the investment in country a, the location choice decision
is driven by the random components of the decision-maker’s preferences, reflecting
a higher level of expected profits obtained by locating the investment in country « in
detriment of country b:
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Prob|L; = a|Xj] = Prob[rx, > ;] 4)
Prob[X;(0, — 0,) + ¢, — ¢, > 0] (5)
Prob[X;p + € > 0|Xj] (6)

The vector X;f summarises the observed characteristics of the differences on the
preference functions for countries a and b, whereas ¢ summarises the difference
between the random disturbance elements. The implication is that a positive coef-
ficient obtained in a regression (6, — 6, > 0) implies that a given variable (attribute)
yields higher utility in country a than in country b, and based on such attribute, the
firm would be better off locating the investment in country a.

Following Greene (2012), the empirical counterpart of the random utility model
is estimated via conditional logistic regressions (CLM). Consider a firm i choos-
ing between the set of countries j, ..., J. Location choice of country j (L; =) is
modelled as a function of the following country attributes summarised in vector X;:
market size (gdp;,), labour costs (labcomp;,), corporate taxes (fax;,) and institutional
quality distance (instdist;,). These variables are further interacted with the project’s
Capex scale (capexscale,,). Control variables include trade openness (tradeopen;,),
distance (dist;;) and dummies for economic integration schemes (integration),
common language (language,,;) and colonial ties (colonial,;). The conditional logis-
tic model reads as:

. exp(PX; + Scapexscale,, - X.)
Prob[L; = j] = - J pt " | -
ijl exp(fX; + dcapexscale,, - X;)

The location choice (alternatives) set is constructed considering the 25 host coun-
tries shown in Table 2 as candidate locations for receiving the FDI. The CLM model
is estimated by maximum likelihood (ML), and standard errors are robust to non-
spherical variance of the error term. Since we are interested in the interaction effects
of locational factors with project scale, at first we report the raw coefficients from
the CLM model. The raw coefficients are informative as to whether the interaction is
statistically significant. Next, to understand how the interaction might change loca-
tion probability, we further report the marginal effects of the interacting variables.

4 Main Results

Estimation results for the empirical FDI location model are reported in Table 3.
Panel A reports the model output with raw logit coefficients. As per the results
shown in model (1), MNEs reveal preferences for locations with larger markets, as
the effect of GDP on location likelihood is positive, supporting hypothesis la. The
interaction of GDP with Capex scale is statistically significantly positive, indicating
that MNEs are more likely to locate larger FDI projects in countries boasting larger
consumer markets, in line with the notion that a greater capital commitment in a
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larger scale FDI project requires a larger consumer market as well, as to absorb such
larger supply. This result supports hypothesis 1b. Marginal effects reported in Panel
B at the bottom of the table further corroborate that larger market size is associ-
ated to increased location probability, with the elasticity’ of location with respect to
market size being quantitatively stronger for projects with high Capex scale (0.24)
versus low Capex scale (0.22).

Model (2) shows that the effect of labour compensation on FDI location likeli-
hood is significantly negative, indicating that MNEs prefer countries with lower
labour costs, consistent with hypothesis 2a. That is, when investing in emerging
economies, MNEs from developed economies seem to favour cheaper labour, indi-
cating that FDI going into emerging economies is labour-seeking in addition to
being also market seeking as indicated by the results we obtained from the analysis
of market size. Moreover, we find a significant and negative interaction of labour
compensation per worker with investment’s Capex scale, suggesting that the larger
the project is, the more important cheaper labour becomes. Thus we find support for
hypothesis 2b. The marginal effects estimates further corroborate that lower labour
compensation costs increase location choice probability, with the negative elasticity
of location choice with respect to labour costs being roughly twice stronger for large
scale investments (—0.13) when compared to smaller scale investments (—0.07).

The results from model (3) show that the coefficient of corporate taxes is sig-
nificantly negative, therefore taxation reduces the FDI location likelihood, support-
ing hypothesis 3a. On the other hand, we find a significantly positive interaction of
Capex scale with corporate taxes, in contrast with hypothesis 3b. Therefore, FDI
projects with smaller scale seem to benefit more from lower taxes, whereas tax
advantages seem less pronounced for larger investments. Marginal effects estimates
uphold these views. The elasticity of location choice probability with respect to tax-
ation is negative for small scale investments (—0.22), while being rather positive for
large scale projects (0.14).

The results from model (4) indicate that the effect of institutional distance on
location likelihood is significantly negative, in line with hypothesis 4a. We find a
significantly positive interaction of Capex scale with our measure of institutional
distance, in contrast with hypothesis 4b. This finding indicates that while institu-
tional distance deters FDI with smaller scale, MNEs actually become more tolerant
to a less familiar (more distant) institutional environment when the investment is
larger. Marginal effects show the elasticity of location choice with respect to institu-
tional distance is indeed negative for smaller projects (—0.29), while being positive
for larger projects (0.06).

5 The elasticity coefficient is the % change in location probability for a 1% change in the explanatory
variable.
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Briefly comment on the control variables, these post significant coefficients which
are mostly in line with the expectations.® The effect of trade openness on location is
significant and positive. This result suggests that countries more open to interna-
tional trade are more likely to receive FDI, in line with the view that trade frictions
deter FDI. Home-host bilateral distance decreases the location choice likelihood, in
line with the view that geographical distance hampers FDI, mostly via trade costs.
Shared regional economic integration schemes and cultural proximity between home
and host countries contribute with increasing the likelihood of location, also sup-
porting prior studies. For instance, the positive effect of sharing economic regional
integration schemes (like the EU and NAFTA) highlights the benefits which accrue
in terms of inward FDI from economic proximity. This could be related to facilita-
tion of investments, alignment of legislation and economic policies, among others.
Moreover, the positive effect of sharing common language could signal that by low-
ering communication barriers, firms can benefit from lower information asymme-
try and improve their understanding of how the local market functions, which can
potentially mitigate the so-called liability of foreignness.” Lastly, the positive effect
of colonial ties might reflect the existence of long-lasting business and economic
ties between home and host economies, easing investment.

5 Robustness Checks and Extensions
5.1 Capex Continuously Measured

We also tested additional models as robustness checks, using a continuous version
of the variable Capex. We compute the natural logarithm of Capex, and interact it
with all four main explanatory variables. Results are reported in Table 4.

We find robust results for all the interactions. Model (1) reports that the interac-
tion of GDP with Capex is significant and positive, showing again that projects with
larger scale are more likely to be located in countries with larger markets. Model
(2) indicates that the interaction with Labour compensation per worker is signifi-
cant and negative, further indicating that projects with larger capital expenditures
demand an even cheaper labour force in the host economy. In model (3), we find that
the interaction of Capex with Taxes is positive again, suggesting scale might miti-
gate (dilute) taxation costs. In model (4), the interaction of Capex with institutional
distance is positive, hence potentially suggesting that the prospect of a higher return
achievable by a larger scale investment might offset the risk-exposure to a relatively
unfamiliar institutional environment.

% In the interest of space, we do not tabulate nor elaborate much on the marginal effects of control vari-
ables since we do not test hypotheses on these variables and they do not interact with scale. For the sake
of completeness, the marginal effects estimates are: Trade/GDP (0.120), Distance (-0.248), Economic
Integration (0.196), Colonial Ties (0.170) while the marginal effect of Language is insignificant (hence,
common language might have a weak effect).

7 This finding should be caveated since the marginal effect of Language is insignificant.
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Panel B shows the marginal effects. We show the elasticity of location choice to
each country determinant calculated at the 25th percentile, 50th percentile (median)
and 75th percentile of Capex’s distribution. This allows us to verify where at the dis-
tribution of investment scale we might observe some change in the effects. For mar-
ket size (GDP), as we move from low to high values of Capex, the effect becomes
increasingly stronger. For labour compensation costs, we observe a similar pattern,
with larger investments associated to an even stronger location probability in coun-
tries offering cheaper labour. Regarding taxation, we find that for a typical invest-
ment at the 25th percentile of Capex’s distribution (small investment), the elasticity
of location is negative, whereas for a typical investment at the 75h percentile (large
investment), the elasticity is positive. Since at the median the effect is null, the turn-
ing point is likely somewhere in between the 25th percentile and the median. Lastly,
the elasticity of location with respect to institutional distance is significantly nega-
tive for typical investments located at both the 25th percentile and at the 50th per-
centile of the distribution (median), turning positive only for very large investments
at the 75th percentile. Thus, for the majority of investments institutional distance
loads negatively on location, but this effect loses power and turns positive for very
sizeable investments only.

5.2 Industry-Adjusted Capex

It is possible that project Capex follows industry patterns, such as firms in capital
intensive industries making larger investments. To account for this, we normalise
project Capex by the average Capex in the industry. Then we re-run our baseline
model. Results are in Table 5.

The interactions of Industry-Adjusted project Scale with all four main explana-
tory variables remain statistically significant, keeping the same signs and roughly
similar economic magnitudes as in previous analyses. Therefore, industry character-
istics are not influencing our results.

5.3 Home-Host Dyad-Adjusted Capex

It is also possible that Capex might follow a dynamic specific to the home-host dyad.
That is, firms from a particular home country with investments in another particular
host economy might behave similarly, and this might be an unaccounted factor in
our analysis. A potential reason might be the existence of investment and commer-
cial ties between countries (only imperfectly controlled for by our measures of prox-
imity, like distance, language and colonial ties), which might affect the pattern of
investments. To control for this potential effect, we normalise project Capex by the
average Capex in each home-host dyad. Then, we re-estimate our baseline model.

Table 6 shows the results. Our findings remain robust since there are no material
changes in our estimates even after accounting for investment patterns across home-
host dyads.
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5.4 Employment as a Measure of Scale

We also used the Employment (number of job posts created) as an alternative proxy
for scale, replacing for Capex. The two variables are significantly positively cor-
related (0.73), indicating they indeed capture investment’s scale. We adopt the same
design, converting the variable to a dummy equal to 1 for those investments with
employment generation above the median, and equal to O if below the median.
These additional results are reported in Table 7. We find significant interactions of
Employment scale with all country attributes, and the interactions once again posted
the same signs as before. Thus there are no apparent issues with measurement of
investment’s scale, since findings are robust across two different measures. We also
estimated models with Employment continuously measured (unreported, for the
interest of brevity), obtaining robust results.

5.5 A Closer Look at Country Risk

While our main results shed light on the interaction between project scale and insti-
tutional distance, there might be other sources of country institutional risk worth
considering. For example, evidence indicates that firms choose low resource com-
mitment strategies when entering countries with higher political risk (Giambona
et al. 2017; Oetzel and Oh 2014). Furthermore, the conceptual nexus linking invest-
ment size and scale economies in which we build needs caveating since we do not
observe empirically how well these constructs correlate. We examine potential alter-
native channels, checking on the robustness of our analysis by considering whether
project scale interacts with other important country risk factors, such as political,
financial, economic and credit risk.

Following an established literature (Bekaert et al. 2014; Click and Weiner 2010;
Henisz 2000), we employ several risk metrics sourced from International Country
Risk Guide (ICRG). The political risk index is comprised of 12 dimensions: govern-
ment stability, socioeconomic conditions, investment profile, internal and external
conflict, corruption, military in politics, religious tensions, ethnic tensions, law and
order, democratic accountability and bureaucratic quality. The financial risk index
accounts for 5 dimensions of financial fragility: foreign debt to GDP ratio, foreign
debt service as a share of exports, current account balance as a share of exports, net
liquidity to cover imports and exchange rate stability. The economic risk index com-
prises another 5 metrics: GDP per capita, GDP growth, inflation rate, government
budget as a ratio of GDP and current account balance. For all the three indexes, a
higher rating is associated to lower risk.® Furthermore, we proxy for country credit
risk using data from S&P Capital 1Q on Sovereign Credit Default Swaps (Bailey
and Chung 1995; Cuadra and Sapriza 2008; Ismailescu and Kazemi 2010), which
are, in broad lines, market-based instruments which capture a country’s likelihood

8 For details on the ICRG methodology, see: https://www.prsgroup.com/wp-content/uploads/2012/11/
icrgmethodology.pdf
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of defaulting on its outstanding debts. Higher spreads signal default is more likely,
deteriorating credit conditions.

Using these additional country risk metrics, we re-estimate our models. Findings
are reported in Table 8. The interaction of project scale with all four risk variables
is statistically significant, indicating that project scale moderates the effects of such
risk factors on FDI location choice. Referring to the marginal effects reported in
Panel B, we see that the effect of political risk is stronger for projects with larger
scale (0.27) when compared to projects with lower scale (0.24). Since higher scores
in the political risk index signal lower political risk, this result suggests that invest-
ments with larger scale are more sensitive to political risk (that is, large scale pro-
jects are more likely to be located in countries with a higher political risk rating,
which implies lower risk).

Larger projects are significantly more likely to be located in countries with a pos-
itive financial risk rating (less financially fragile), whereas financial risk rating is
insignificant for projects with smaller scale. The same pattern is observed for eco-
nomic risk. Similarly, we find a significantly negative effect of Credit Default Swap
Spreads (CDSS) on the probability of location for projects with larger Capex, but
insignificant effects for projects with smaller scale. Overall, this analysis shows that
project scale makes location choice more salient to positive risk ratings, which indi-
cates that firms avoid committing larger resources to FDI projects going to riskier
countries. These findings suggest that risk aversion and the fear of loss in making
sizeable investments might be additional channels linking project scale with loca-
tional traits which complement scale economies.

5.6 Miscellaneous Tests

In this section we run a few miscellaneous robustness tests. First, an interesting con-
jecture that emerged from our initial results is whether the effect of project scale
might be different in countries with stronger exporting orientation, or if it matters
more for countries more inclined for domestic consumption. A growing strand of
literature suggest that FDI might also serve as an export platform to other countries
(Yeaple 2003), hence it is interesting to verify if larger investments target local con-
sumption or subsequent exporting.

To examine this issue, we introduce two additional interactions of project scale
with (1) Exports/GDP and (2) Imports/GDP. Referring to Panel B of Table 9, we
can see that Exports/GDP has a positive effect on location choice (which indicates
that export platform is a channel explaining FDI decisions), but the marginal effect
is weaker for larger (0.05) when compared to smaller (0.07) projects. This might
suggest that larger projects are more attracted by the local consumer market (since
Exports/GDP is less important). Moreover, we find that Import/GDP loads nega-
tively for large scale projects, while being insignificant for projects with smaller
investment. This might signal that large scale projects are more likely to be located
in countries where import penetration by foreign products and therefore foreign
competition is lower. That is, firms seem to value large consumer markets as targets
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for large scale investments, provided these markets are not overly crowded by
imported products from other foreign providers.

Two remaining issues pertain to the presence of firms from the same industry and
home country in the host economy. A well established literature posits that agglom-
eration with industry peers is an important locational factor (Nielsen et al. 2017), for
firms benefit from co-location economies like knowledge spillovers (Alcacer 2006;
Head et al. 1995; Nachum et al. 2008). Furthermore, as MNEs often resort to imitat-
ing rivals’ location choices as to reduce uncertainty (Jain et al. 2016), we analyse the
locational patterns of firms from the same industry and from the same country.

We find that a larger number of FDI projects located in the same country by both
firms from the same country and same industry as of the investing firm increase FDI
location likelihood. Moreover, in both cases, the marginal effects are significantly
stronger for investments with larger scale. Therefore, agglomeration economies and
imitation of other firms’ locational behaviour seem to interact, indeed, with project
scale in affecting FDI location choices.

6 Discussion of Results with the Extant IB Literature

Our empirical findings uncover series of interactive effects between investment scale
and important country-level FDI locational factors. Such findings inform the FDI
location choice empirical debate, further charting new directions as to expand loca-
tion theory in several ways.

First we discuss our baseline findings (deferring the debate on the interactions
to a second moment). In general lines, our estimates corroborate several important
developments in the extant literature. The positive effect of market size and the neg-
ative effects of labour costs and corporate taxation add empirical validity to a volu-
minous IB literature that looked into the so-called pure economic factors as determi-
nants of FDI location. As well noted by Nielsen et al. (2017), such locational traits
are often referred to as purely economical because they have a direct and explicit
impact on firms’ revenues and costs. Hence, the general conclusion of this litera-
ture is that firms locate FDI in countries where costs are minimised and revenues
maximised. We indeed find corroborating evidence supporting these views. Such
new evidence we present is important especially regarding labour costs and taxation,
since, as per the review by Nielsen et al. (2017), only about 50% of studies offered
empirical support to the labour and taxation costs mechanisms. Therefore, corrobo-
rating new evidence, such as we present, is important to validate these theoretical
channels.

Our findings also expand on the institutional approach to FDI location. It is
widely accepted that institutional distance affects how easily multinationals adapt to
investments in foreign economies (Gelbuda et al. 2008; Kotabe and Mudambi 2003;
Salomon and Wu 2012). In particular, good institutions seem to help firms to over-
come the liability of foreignness (Nielsen et al. 2017), which is, in broad lines, the
cost of being unfamiliar with a particular host market (Zaheer 1995). Institutional
distance, in turn, makes it more difficult for firms to gain legitimacy in the local
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market (Kostova and Zaheer 1999). Our results provide renewed support to this
important conceptual development in the field, as we find that institutional distance
lowers FDI location likelihood.

Our results also make a relevant methodological addition. As well pointed by
Nielsen et al. (2017), FDI location studies are somewhat biased towards outward
FDI from the US and Japan, and inward FDI into China. Differently from many of
the prior studies, our empirical setup matches 20 developed countries as senders of
FDI with 25 emerging economies as recipients of FDI. Therefore, our findings can
be generalised to a large number of emerging host economies.

Our results also provide an important step towards expanding location theory.
We add two interesting insights. First, Nielsen et al. (2017) note that studies focus-
sing on FDI investment scale are relatively scarce. Only a few studies have ventured
into this area. For example, Pak and Park (2005) examined the relation of subsidiary
scale and country risk, Duanmu (2014) analysed whether firms reduce investment
scale when expropriation risk is higher, whereas Chadee et al. (2003) examined
whether investment scale interplays with economic and policy incentives. However,
investment scale as a concept remains overlooked and has not yet been streamlined
into a more coherent conceptual framework. Inspired by the micro-level approach
typically employed in economics, our results shed light on the role of investment
scale as a mechanism affecting the salience of FDI location likelihood to impor-
tant country-level determinants of FDI. Second, discussing our findings in light of
the location model recently proposed by Jain et al. (2016), our results indicate that
project heterogeneity might be a new dimension to be considered. As such, MNEs
would assess firm, industry and, in addition, also project characteristics in Step 1,
then moving to Step 2 where country level determinants are assessed, taking stock
of the scale of the investment as a factor potentially shifting the salience of FDI
location choice to country determinants.

Our findings regarding the interactions of project scale with both market size and
labour costs corroborated our proposed hypotheses. The main message we leave
is that investment heterogeneity, manifested in the scale of the investment in our
case, affects the salience of foreign market choice to two leading variables that relate
explicitly with the market-seeking and efficiency-seeking FDI motives. In other
words, the effects of two important pure economic factors, as defined by Nielsen
et al. (2017), can be significantly moderated by investment heterogeneity, such as
scale.

Yet, our results pertaining to the interactions of scale with taxation and institu-
tional distance run counter to our expectations. With respect to taxation, our find-
ings suggest that benefiting from a lower tax burden is relatively more important
for smaller projects. One potential explanation here is that by increasing the invest-
ment scale, profits might go up by a magnitude large enough as to somehow dilute
taxation costs, making these costs less relevant. Or, alternatively, it might be that
countries with higher statutory corporate taxes might be those offering more gener-
ous tax relief incentives, which might shift location preferences towards these juris-
dictions. However, this might link with measurement issues, which we discuss in
the conclusion section. Regarding the positive interaction between investment scale
and institutional distance, we conjecture that, while this finding runs counter to the
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notion of liability of foreignness, it is rather in line with the well known risk-return
trade-off. A larger investment with a prospect of generating higher returns might
more than compensate for the unfamiliar, hence riskier, institutional environment.

However, the interpretation of our empirical findings requires caveating. In the-
ory, our reasoning draws a close parallel between the project’s size and the scale
economies achievable from larger investments. However, we do not observe empiri-
cally how well project size and scale economies at the firm and plant levels corre-
late. For example, one particular situation that could render this correlation rather
weaker is when technology improvements make scale economies marginally less
relevant for overall productive efficiency. As we discuss in the conclusion section,
the restrictive informational content in our measurement of project size is an impor-
tant study limitation.

Relatedly, further testing shows that while the risks of investing in an unfamiliar
environment might be more than offset by the higher return potentially yielded by
a larger investment, this is not the case with other types of risk. As our estimates
show, larger investments are less likely to be located in countries with higher politi-
cal, financial, economic and credit risk. Hence, our analysis further corroborates
previous studies (Giambona et al. 2017; Oetzel and Oh 2014) which suggest that
multinational firms prefer conservative resource commitment strategies when enter-
ing riskier countries. Thus, an alternative plausible explanation that might run in
parallel (or complement) to the role of scale economies is that, actually, project size
drives locational decisions from a purely risk exposure perspective. For instance,
Giambona et al. (2017) show that risk-averse managers are particularly less likely
to take risks abroad. Furthermore, a growing literature in the behavioural econom-
ics, finance and management domains highlight that, due to myopic loss aversion,
the fear of losses weighs on more heavily than the prospects of gains in managerial
investment decisions (Barberis and Thaler 2003; Benartzi and Thaler 1995; Kahne-
man et al. 1991; Zona 2012).

7 Conclusions

This paper investigates the determinants of FDI location choices in emerging econo-
mies. The empirical analysis employs a large dataset containing over 15,000 project-
level investments, located in 25 emerging economies and originated in 20 industri-
alised countries. FDI location models are estimated, employing conditional logistic
regression models. Empirical results show that FDI location likelihood is higher in
countries with larger consumer markets, lower labour costs and corporate taxes, and
lower institutional distance between the home and host economy.

We further present new evidence that heterogeneity in FDI project scale influ-
ences the effects of such country attributes on FDI location. The scale of the FDI,
measured equally as capital expenditures and as employment creation, plays an
important moderating role in shaping FDI location decisions. Such evidences dem-
onstrate that project specificities are important factors weighing on MNEs’ target
country selection process. Depending on the investment scale, the effect of well
established country drivers of FDI can become stronger or weaker. Project scale

@ Springer



200 T.Loncan

renders FDI location likelihood more sensitive to the size of the market in the host
economy, further rendering MNEs’ decision even more reliant on cheaper labour.
Moreover, the investment’s scale weakens the sensitivity of location choice to both
lower corporate taxes and to institutional distance.

The paper adds new evidence to the literature examining the factors affect-
ing FDI location choices, with relevant implications for MNEs’ decisions and for
investment attraction policy. Our main conceptual contribution to the international
business FDI location choice debate is to hypothesise about and empirically show
that project investment scale can affect the salience of location choice to important
country-level determinants of FDI attractiveness. From the perspective of practition-
ers deliberating on MNEs’ international management strategy, we provide evidence
that optimal FDI location is a function not only of host country and firm attributes,
but also of how country attributes interplay with investment-specific idiosyncrasies.
Both dimensions must be factored in by MNEs’ global operations management team
when screening foreign markets to locate.

Our work also leaves notes to researchers and policy makers seeking a deeper
understanding of FDI location decisions. For researchers, looking at the characteris-
tics of host economies, firms and industries, while missing the project-level dimen-
sion, can be elusive. Particularly referring to policy-making, our results indicate that
the scale of the FDI, both in terms of capital allocated and employment created,
depends crucially on the interactions of country attributes and project heterogeneous
characteristics. In broad lines, these results suggest that policy interventions at vari-
ous levels might exert heterogeneous effects in attracting FDI with different scales.

We acknowledge several limitations in our work. Regarding measurement issues,
we relied on a substitute metric for labour costs given the most usual variable (unit
labour costs) was unavailable as to cover all countries in our sample. Thus, the
results from our estimates regarding labour costs should be caveated. Also, while
we look at statutory corporate taxes, our analysis falls short of a more comprehen-
sive examination of tax shifting (avoidance) schemes which are common practice
in multinational firms. For example, a growing literature emphasises how multina-
tionals arbitrage the international taxation system as to minimise their tax burdens,
with tax locational advantages going far beyond the officially reported taxes (Foss
et al. 2019; Jones and Temouri 2016; Kohlhase and Pierk 2020). Future work could
examine how the scale of the investment interplays with tax shifting behaviour, such
as the use of transfer pricing schemes or investment into pure tax havens. In addi-
tion, as we mentioned earlier in the paper, our taxation measure does not capture tax
relief incentives that might be offered particularly to larger investments, which made
it quite difficult for us to estimate the interactive effect of project size and taxation
on location. Thus, our examination of taxation is limited in scope and breadth and
should be interpreted with caution.

While our work focussed on manufacturing FDI given the closer link between
scale economies and location for industrial FDI, we recognise that this approach
limits the contributions of our study. We encourage future research to look into other
types of FDI, such as R&D, distribution, sales, etc, as to uncover novel mechanisms
linking scale to location. Moreover, while we have looked into a subset of country-
level determinants, there are plenty of other country characteristics that we do not
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cover, such as the technology and innovative structure of countries (which could
be important for knowledge-seeking investments), human capital development and
policy incentives.

Although our analysis examines how project-level characteristics (like employ-
ment and scale) interact with country-level determinants, we are unable to cover
firm-level characteristics. Further studies could consider more complex setups,
potentially with three-way interactions between country, firm and project character-
istics. The case for examining firm characteristics too becomes particularly impor-
tant because, as we noted earlier in the paper, while in theory project size and scale
economies are plausibly related, we do not observe empirically their correlation
since scale economies remained unobservable in our study. Further studies could
examine more deeply the theoretical and empirical link between project size and
scale economies with firm-level variables that may proxy for scale economies more
explicitly (such as capital intensity, technology and cost structure). Such fine tuned
examination might shed more light on how project scale interplays with market size,
labour costs, institutional distance and taxation (and other locational factors) in
affecting FDI location.

Moreover, Kim and Aguilera (2016) suggest that how firms assess the institu-
tional environment of host economies might depend on firm-specific corporate gov-
ernance and ownership characteristics. Thus, the somewhat unexpected findings we
report where larger scale projects seem less sensitive to institutional distance might
have been clouded due to governance and ownership being firm-level characteristics
missing in our analysis. Further studies could expand on these relations as well.

Our empirical analysis also uncovers another promising channel whereby risk-
aversion and the fear of loss might explain how project size affects the salience of
location to country risk. Future research can take such incipient findings on this
channel as guidance to develop a theoretical framework that can be empirically
tested more formally. Lastly, while we make an empirical contribution by studying
numerous emerging economies, our study does not cover how project scale might
affect FDI location in more developed and high-productivity countries. These are
only a few of numerous fruitful avenues for researchers seeking to expand and
improve on our work.
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