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Abstract  

This study examines the extent to which MNEs from developed (DMNEs) and emerging 

(EMNEs) economies differ in Location behaviour. Studies on MNE location choices have 

failed to capture the changing FDI landscape and leave the inconsistent findings unexplained. 

We address this gap by systematically reviewing the extant literature on location choices of 

DMNEs and EMNEs over the past 36 years – from the introduction of the OLI model to 

2016. Key themes emerging from the review reflect a comprehensive picture, capturing the 

impact of multiple factors affecting location choices of DMNEs and EMNEs. Future research 

is challenged by: a. adopting an integrated approach examining three levels – individual 

(managerial), firm (ownership structure, type of FDI, internationalisation stages, and the 

different nature of ownership advantage), and context of location decisions (home, host, sub-

national, regional, supranational, and networking); b. refining or developing theories to 

capture the dynamic picture of MNE internationalisation.  
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1. Introduction 

The location behaviour of multinational enterprises (MNEs) has been recognised as one of 

the most important organisational considerations (Buckley, 2016; Dunning, 1998, 2008). 

Since location economics was introduced to the international business (IB) domain by 

Dunning in his first major research project in 1952 (Dunning, 1958), the location dimension 

has become an essential and distinctive element in IB research (Buckley & Ghauri, 2004). 

Location choice (LC) is core to the managerial decisions of MNEs when engaging in foreign 

direct investment (FDI). LC decisions in most cases are irreversible, or costly to alter, and 

hence affect the sustainable development of MNEs (Duanmu, 2012). A location decision is 

very complex and involves consideration of multiple and diverse elements. Inconsistencies 

exist in the current LC literature and a comprehensive understanding of the factors that affect 

LC is still under-developed (e.g. Kim & Aguilera, 2016; Nielsen, Asmussen & Weatherall, 

2017).  

 While the landscape of the IB research on LC has been dominated by studies on 

MNEs from developed countries (DMNEs), the scenery is changing, as MNEs from 

emerging economies (EMNEs) are disrupting the competitive milieu with their increasing 

participation in international trade and contribution to global economic development 

(Casanova & Miroux, 2016; Duanmu, 2012; Hitt, Li & Xu, 2016). EMNEs, in the past 15 

years, have not only considerably expanded overseas, but have also achieved significant 

success. Notably, 30% of the Fortune Global 500 firms are now from emerging economies1 

(compared to less than 10% ten years ago), and in 2015, 40% of industry leaders were firms 

from emerging markets (none in 2004; Casanova & Miroux, 2016, p.12). The geographic 

scope of outward FDI made by EMNEs is not only South–South, but also South–North, 

especially since the 2007–2008 Global Financial Crisis (Casanova & Miroux, 2016; Hitt, Li 

& Xu, 2016). Simultaneously, DMNEs’ internationalisation strategies are also evolving. 

While 50 years ago, business decisions and core competences were largely located at DMNE 

headquarters (HQ), the current competitive environment has driven DMNEs to pay greater 

attention to customer needs; hence, DMNEs increasingly opt for localisation and seek 

strategically important resources in host countries (Hitt, Li & Xu, 2016). However, 

comparing the two groups, EMNEs start their outward FDI later than DMNEs and face 

challenging home market environments characterised by inadequate business mechanisms, 

 
1Emerging economies are defined based on four criteria (Casanova & Miroux, 2016, p. 2): (1) their level of 
development, (2) their upward trajectory towards a mature stage of development, (3) their increased integration 
in the world economy, and (4) their potential to play a significant role in the global economy.  
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political instability, and resource constraints (Casanova & Miroux, 2016). This provides the 

motivation for our study to capture the current state of knowledge on the location behaviour 

of both DMNEs and EMNEs.  

 

 By conducting an evidence-based systematic review (Tranfield, Denyer & Smart, 

2003) of the literature on Location over the past 36 years, this study answers the following 

questions: 1) To what extent do the determinants of location choice differ between DMNEs 

and EMNEs? 2) What are the underlying logics that can explain the similarities and 

differences in the location behaviour between DMNEs and EMNEs and what are their 

implications for future research? This research differs from the extant review papers (e.g. 

Kim & Aguilera, 2016; Nielsen, Asmussen & Weatherall, 2017), as it separates LC studies 

into two groups based on whether the MNEs originate from emerging or developed 

economies (indicated by the articles themselves, and in line with the classification defined by 

MSCI, 2017; OECD, 2016). This allows us to compare and contrast these two groups 

(DMNEs vs. EMNEs) and to discover the similarities and differences in their location 

decisions. Key themes reflecting factors at the individual (managerial), firm, and context (of 

location decisions) levels affecting the LC of DMNEs and EMNEs reveal a full picture of the 

current state of knowledge on Location. Our study hence contributes to the IB field by 

enhancing our understanding of how DMNEs and EMNEs differ in their location behaviour – 

a gap in the existing knowledge on MNE LC. The rationales explaining the different location 

behaviours of the two groups are discussed and the implications for future research are 

considered.           

 The remainder of the study is organised as follows. We first explain how a systematic 

literature review method is employed to help identify and analyse the selected articles. The 

findings emerging from the review are then presented. This is followed by discussions on the 

rationale for DMNEs’ and EMNEs’ location behaviour and recommendations for future 

research. The paper concludes with a discussion and suggestions for future research.  

  

2. Methodology 

To reveal a full picture of the current state of knowledge on the location behaviour of MNEs 

and to respond to recent calls on understanding why inconsistent findings exist in the extant 

research (Kim & Aguilera, 2016; Nielsen, Asmussen & Weatherall, 2017), this study is 

designed on the premise that the home country environment (developed or emerging 

economy) of an MNE determines its traits and objectives and hence its internationalisation 
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strategy (Hobdari, Gammeltoft & Li, 2017; Meyer & Peng, 2016). This paper adopts a 

systematic review approach, a widely used method for management and business studies (e.g. 

Pittaway et al., 2004; Thorpe et al., 2005), which aims to synthesise research in a 'systematic, 

transparent, and reproducible manner' (Tranfield, Denyer & Smart, 2003, p. 207). To enhance 

the reliability of the research, we undertook five procedural steps that are widely used in 

review papers published in international business and management (e.g. Fetscherin, Voss & 

Gugler, 2010; Kiss, Danis, & Cavusgil, 2012; Nielsen, Asmussen & Weatherall, 2017). Each 

step is explained in detail below.  

Step 1: Define the scope of the research 

The research database (or collection of reviewed studies) was sourced from the Social 

Sciences Citation Index (2015) in the subject areas of ‘business’ and ‘management’, with a 

total of 251 journals identified. We ranked the journals by impact factor (IF, Thomas Reuters 

JCR Impact Factor) and removed those with an IF below 1, resulting in 152 journals. We also 

checked this against the UK Association of Business Schools list (2015), and removed 

journals that were graded 1 and 2, resulting in a bank of 109 journals. Furthermore, drawing 

on the subject areas defined by the UK Association of Business Schools in 2015 and the 

specified aim and focus of each journal, we identified eight subject areas highly relevant to 

MNE LC. These areas are as follows: International business and area studies; Strategy; 

Organisation studies; Marketing; Innovation; HRM and employment studies; General 

management, ethics and social responsibility; Entrepreneurship and small business 

management. This step resulted in 73 journals.  

 The review period is from 1980 to 2016; 1980 was selected as a starting point due to 

the introduction of Dunning’s OLI model (Dunning, 1980). The few location papers 

published before 1980 are not representative of the mainstream LC literature that developed 

thereafter. Therefore, a time span of 36 years (1980–2016) guarantees coverage of early 

studies as well as the most recent research on location.  

Step 2: Article search (keywords and search strings) 

To locate relevant articles from the 73 journals and to ensure that all relevant papers on 

location were included, the four authors formed a review panel and discussed key search 

terms collectively. Agreed keywords focused on the concepts of ‘location’ and 

‘multinational’, including alternative terminologies, such as ‘geographic space’, ‘distance’, 

‘subsidiary’, ‘international’, 'FDI'/'Foreign Direct Investment', and ‘global’. We used each 

string to manually search all 73 journals on the Web of Science. Thus, we identified those 

articles where the chosen keywords appear in the title, abstract and keyword list. The initial 
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search yielded 1,213 papers published in 65 journals (8 journals yielded no papers). To 

ensure that all relevant articles on location were included, we used 'location' only to search 

again in the 73 journals; the results were consistent.  

Step 3: Categorisation of articles into A, B and C classes 

We read the abstracts of the 1,213 articles and classified them into categories A, B, and C, 

based on the inclusive criteria shown in Table 1 below. Class A represents highly relevant 

articles ('location' is studied as either a dependent or an independent variable), class B refers 

to those articles in which the research topic is indirectly related to MNE LC (e.g. consumer 

behaviour), and class C means that the article has no relevance to MNE location choice (e.g. 

migration). Group meetings took place whenever there were doubts about the classification of 

an article. Among the 1,213 articles, 363 were allocated to class A, 77 to class B, and 773 to 

class C.  

------------------------------Insert Table 1 here---------------------------------   

Step 4: ‘Location choice’ as the dependent variable: DMNEs and EMNEs 

The 440 A and B class articles were further classified into two groups: a) LCs of DMNEs; b) 

LCs of EMNEs. Articles without information on ‘where from’ (the home country) were 

identified by carefully reading the full text and subsequently excluded. Book reviews, 

comments, and editorial summaries were also excluded. As a result, of the 440 articles, 168 

were found to be in the DMNE group (38.2%), and 71 were found to be in the EMNE group 

(16.1%).  201 articles (45.4%) were dropped because the 'where from' information was not 

explicit. We further screened the articles based on whether LC was a dependent or an 

independent variable in the study. All articles in which LC was an independent variable were 

excluded. This principle was applied to all articles, regardless of whether they used a 

quantitative and/or a qualitative method. This further screening resulted in the identification 

of 54 articles focusing on DMNEs and 30 focusing on EMNEs published across 16 journals 

(as shown in Table 2), as detailed in Tables 3 and 4. 

------------------------------Insert Tables 2, 3 and 4 here--------------------------------- 

Step 5: Identification of key themes (thematic analysis)  

We systematically analysed the full text of the 84 articles (54 DMNEs and 30 EMNEs). Panel 

discussions were conducted whenever there were doubts in framing the themes or sub-themes 

until a consensus was reached on the final classification. Through this rigorous synthesis 

process, key themes emerged from the article database. These themes shaped the 

development of this study and are detailed in the findings and corresponding discussion 

sections. 



 6 

 3. Findings 

3.1 Profile of DMNEs and EMNEs 

We divided the sample into two periods from a 'time' perspective. In the first period (1980 to 

2000), we found only one article devoted to EMNEs, while the number for the second period 

(2001 to 2016) increased to 29 articles, as shown in Figure 1. The main home countries of 

DMNEs in the reviewed articles are the USA, Japan, Germany, Spain, Sweden, and the UK. 

The majority of EMNEs are from Taiwan and China, as detailed in Tables 3 and 4. In terms 

of types of FDI ('location of what'), the majority of MNEs in the sample invested mainly in 

manufacturing plants (DMNE 27.8%; EMNE 40%)), whereas more DMNEs invested in 

R&D sites (20.4%) than EMNEs (10%), as detailed in Table 5. 

.   ------------------------------Insert Figure 1 and Table 5 here--------------------------------- 

           A broad theoretical canvas is used to explain the LCs of DMNEs and EMNEs, even 

though approximately half of the MNE articles did not indicate a clear theoretical foundation. 

While the OLI perspective prevails among the theoretical underpinnings employed in the 

study of DMNEs, it appears less promising for explaining EMNEs’ internationalisation 

strategy. In fact, only 3 out of 30 papers from our EMNE sample used the OLI to explicate 

EMNE LC (Liu & Chen, 2012; Ramasamy, Yeung & Laforet, 2012; Yeoh, 2011). However, 

a prevalence of the institution-based view is noted (27%) in the EMNE sample, followed by a 

network-based perspective (17%). Relatively new theoretical perspectives, such as the LLL 

(linkage–leverage–learning; Mathews, 2006) and springboard view (Luo & Tung, 2007, 

2018) are also applied in the EMNE sample (Luo & Wang, 2012; Yeoh, 2011).  

           Articles that explicitly indicated and discussed the impact of motivation of FDI on LC 

(24 DMNEs and 11 EMNEs) revealed that resource seeking (Dunning & Lundan, 2008; 

Dunning & Narula, 1995) is still the main motive influencing the overseas expansion of both 

DMNEs and EMNEs. While 67% of resource-seeking DMNEs undertake FDI (mostly in 

other developed markets) to gain access to knowledge and technology (e.g. Ambos, 2005; 

Gerybadze & Reger, 1999), only 20% of the EMNEs (Makino, Lau & Yeh, 2002; Pananond, 

2013) do so (in other developing markets). Market and efficiency seeking are other important 

motives for the LC of DMNEs (e.g. Fisch and Zschoche, 2012a, 2012b), whereas EMNEs, 

after resource seeking, undertake FDI to seek market and strategic assets (e.g. Makino, Lau 

& Yeh, 2002; Pananond, 2013). Efficiency seeking is the least important motive for EMNEs 

(e.g. Duanmu, 2012; Lau, 2003) due to the cost of labour being low in the home market. 

Notably, the impact of motivation on MNEs’ LC cannot be analysed in isolation. For 

instance, how motivation affects an MNE’s LC is contingent upon a variety of factors, with 
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characteristics of their home market (institutions and market structure) being one of the most 

influential (Buckley, 2014). The reason why DMNEs (67% of studies on DMNEs) are 

motivated to seek knowledge and technology could be explained by the 'location of what’ 

(type of FDI). Our samples show that a substantial number of FDIs by DMNEs (23% 

compared to 10% for EMNEs) were related to the location of R&D activities, which require 

access to state-of-the-art knowledge and technologies. 

 

3.2 External factors  

3.2.1 Host country: national level 

Studies on the impact of host country national level factors on MNE LC dominate the 

existing literature (36%), and these factors gain the highest frequency among all of the factors 

revealed in this study, as shown in Table 6. These factors are categorised into two groups: 

economic and non-economic (or institutional, Flores & Aguilera, 2007). There are more 

studies on host country economic factors than non-economic factors. However, economic 

factors are more frequently studied regarding DMNEs, whereas non-economic factors are 

more often studied regarding EMNEs.  

------------------------------Insert Table 6 here--------------------------------- 

3.2.1.1. Economic or location-specific factors  

Economic factors vary widely and can be generally divided into two groups: demand and 

supply side factors (Enright, 2009). Key factors on the supply side refer to the local 

infrastructure and capabilities (physical, human, knowledge), wages of the host country, and 

host country risk (political, economic, financial, and disaster). The quality and availability of 

local infrastructure are related to the cost of foreign operations (Flores & Aguilera, 2007). A 

high degree of quality and availability of physical infrastructure facilitates business activities 

and helps to reduce operation costs (Enright, 2009). The quality of a host country’s 

infrastructure is also reflected in the availability and quality of its human capital 

(Bunyaratavej, Hahn & Doh, 2008; Kumar, 2001), knowledge level (Shimizutani & Todo, 

2008), national innovation system (Demirbag, Tatoglu & Glaister, 2010), and/or number of 

patents (Chung & Yeaple, 2008). In general, the higher the level of availability and quality of 

the local infrastructure, the more likely it is to attract DMNEs and EMNEs (e.g. 

Bunyaratavej, Hahn & Doh, 2008; Flores & Aguilera, 2007). Strikingly, the supply side 

economic factors are studied more intensively in DMNEs (26 times) than in EMNEs (4 

times). Comparatively, while DMNEs are concerned with country risk (political, financial, 
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economic), political risk in a host country seems not to deter EMNEs, which is specifically 

discussed in the next section on institutional factors.  

 The impact of the level of labour cost in a host country on the LC of MNEs shows 

different results in the DMNE and EMNE groups. In general, higher labour costs in a given 

country discourage DMNEs to locate in that particular location (e.g. Hahn, Bunyaratavej & 

Doh, 2011; Shimizutani & Todo, 2008). However, this is confirmed for EMNEs only if 

Chinese EMNEs invest in manufacturing subsidiaries overseas (Duanmu, 2012) or if EMNEs 

invest in developed countries (including developed Asian countries) (Duanmu, 2014; Kang & 

Jiang, 2012).  

   Nevertheless, a higher level of labour costs in a host country is also found to have a 

positive effect on LC, but the underlying logic differs between DMNEs and EMNEs. 

Bunyaratavej, Hahn and Doh (2007) found that countries with higher average wages are more 

likely to be destinations for service offshoring by US MNEs (in order to maintain the quality 

of services to satisfy customers in the home market). Similarly, in the sample of EMNEs, 

Duanmu (2014) found a significant positive relationship between the labour standards 

(including high labour costs and non-wage standards) and the LC when EMNEs invest in 

developing markets. However, the reason why EMNEs do so is because the marginal benefit 

in seeking even lower labour standards in these countries is limited. Moreover, in developing 

countries where the institutions are weak, the transaction costs saved exceed the increased 

labour costs, making the rigid wage structure an operational advantage for EMNEs. 

            The demand-side factors relate to market size, market growth, market productivity 

and stages of economic development (of the host country). Both DMNEs and EMNEs prefer 

to invest in countries with a larger market size and higher potential growth (e.g. Duanmu, 

2012; Globerman & Shapiro, 2003). However, a greater proportion of studies were devoted 

to researching these factors in the DMNE group (9 articles) than in the EMNE group (1 

article: Duanmu, 2012). Flores and Aguilera (2007) found that GDP has become less 

important than population in predicting the likelihood of being the recipient of US 

investments. Galan, González-Benito and Zuñga-Vincente (2007) emphasise that the host 

country's stage of economic development should be considered, as it alters the impact of 

specific location factors on the LC of the DMNE.          

3.2.1.2 Institutional factors  

It is argued that economic efficiency can only partially explain the LC of MNEs, and the 

institutional or non-economic context of the host country environment also affects a firm's 

LC (Flores & Aguilera, 2007). The existing literature investigates the impact of regulative 
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institutions on the LC of MNEs in terms of government effectiveness, freedom of markets, 

political freedom, political stability and risk, and the nature of the legal system (e.g. 

Fernandez-Mendez, Garcia-Canal & Guillen, 2015; Jory & Ngo, 2014). Host countries with 

effective governance are preferred as locations of FDI by both DMNEs and EMNEs 

(Demirbag, Tatoglu & Glaister, 2010), although EMNEs exhibit different preferences, as 

discussed next. For DMNEs, a country that has a similar political or legal system to the home 

country seems more attractive for investment (Flores & Aguilera, 2007). Comparatively, a 

high level of political risk (political and legal regulative regime) in the host country seems 

not to affect the LC of EMNEs (Kang & Jiang, 2012; Quer, Claver & Rienda, 2012). For 

instance, Chinese firms prefer to locate their FDI in relatively higher risk locations (within 

Asian countries; Kang & Jiang, 2012) to take advantage of opportunities that are not 

exploited or known by DMNEs (Quer, Claver & Rienda, 2012). Two reasons might explain 

this phenomenon. First, Chinese firms have a specific advantage, gained from growing in a 

politically unstable and risky environment in their home country, and hence have expertise in 

adapting to a similar institutional environment, characterised by high volatility and 

bureaucratic intervention (Kang & Jiang, 2012). Second, Chinese firms are motivated by 

acquiring cheaper assets in countries with highly unstable political systems (Quer, Claver & 

Rienda, 2012).   

 The normative system emphasises that social values and norms exert constraints on 

interpersonal and interorganisational behaviour (Kang & Jiang, 2012). Cultural distance 

(cultural similarity, or cultural affinity – different terminologies but measured in similar 

ways) is often used to examine the impact of normative institutions on both DMNEs’ and 

EMNEs’ LC (e.g. Flores & Aguilera, 2007; Kang & Jiang, 2012). Studies on DMNEs 

highlight that cultural distance is a significant negative variable affecting DMNEs’ LC (e.g. 

Flores & Aguilera, 2007; Yao & Li, 2015) unless DMNEs invest in R&D activities (close to 

innovative clusters or to customers and local production sites; Ambos, 2005). In contrast, 

Chinese MNEs do not shy away from investing in culturally distant developed countries (e.g. 

North America; Quer, Claver & Rienda, 2012) or culturally distant developing countries (e.g. 

East and South-East Asia; Kang and Jiang, 2012). However, the FDI in large culturally 

distant developed locations is aided by the already established alliances with DMNEs located 

in China driven by asset-seeking motives (Quer, Claver & Rienda, 2012), or the established 

bilateral trade in culturally distant developing countries (Kang & Jiang, 2012). 

 The cognitive system recognises that internal interpretive processes are shaped by 

external stimuli (Kang & Jiang, 2012). The presence of a firm’s international competitors 
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(behavioural mimicry) is associated with a higher probability of that firm's presence in the 

same market for both DMNEs and EMNEs (Henisz & Delios, 2001; Yuan & Pangarkar, 

2010). However, EMNEs are also strongly affected by their own past choices, or by 

completed deals of MNEs from a similar background, e.g. from the same home country in the 

same industry, or from the same region (e.g. Asian host country). That is, behavioural inertia 

(the firm's own or the same home-country affiliated firm’s past choice) has a stronger impact 

on their location decisions than behavioural mimicry (the rivals’ past choice) (Demirbag, 

Taoglu & Glaister, 2010; Yang & Hyland, 2012; Yuan & Pangarkar, 2010; Zhu et al., 2012). 

Comparatively, the number of studies on the impact of host country institutional factors on 

EMNE LC (15 studies) is higher than those on host country economic factors (5 studies). 

3.2.2 External sub-national factors 

Sub-country level factors refer to differences between locations within a host country. Only 

six articles fall into this group from our entire sample. Mataloni (2011) proposes that DMNEs 

from the US follow a sequential choice process in which they first select a country based on 

national attributes and then a region within that country based on regional attributes. While 

agglomeration economies (the co-locating of firms in the same industry, or geographic 

clustering of an industry; Porter, 1990) affect the LC of both DMNEs and EMNEs, new 

insights emerge when they are applied to EMNEs. DMNEs, driven by industry demand, tend 

to seek proximity with greater levels of similar industry activity (agglomeration economies) 

within the US, where they can benefit from knowledge spillovers among competitors, a 

specialised pool of labour, and input providers (Shaver & Fiyer, 2000). This is also true for 

EMNEs, but Jindra et al. (2016) found that EMNEs, when making a sub-national location 

choice in the European Union (EU), are more likely to locate in regions with high population 

density (urbanisation) than DMNEs due to their higher level of liability of foreignness. 

EMNEs are significantly more responsive to regions possessing human resources in science 

and technology than DMNEs, and EMNEs from non-EU countries are more responsive to 

regions with high localised R&D activities (knowledge externalities). Thus, agglomeration 

economies and knowledge externalities matter for both EMNEs and DMNEs, but to different 

extents. Moreover, EMNEs tend to choose locations within the US where there is a higher 

density of home-country affiliates from the same industry (Zhu et al., 2012). Ethnic identity 

is seen as a valuable resource in a host country local market that can help to reduce the 

liability of foreignness in the host country.   

 With regard to the LC of DMNE within a host country in Asia, US manufacturing 

firms prefer to locate in regions with high wages, high levels of education, and a well-
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developed transportation infrastructure (Mataloni, 2011). Within China, DMNEs see Beijing 

as attractive to research-intensive units due to the presence of universities and standard-

setting/decision-shaping bodies, whereas Shanghai is favoured for development-focused units 

giving preference to customer and corporate business unit relationships (Von Zedtwitz, 

2004). Conversely, China is divided into three regions according to the regional innovation 

system (Liu & Chen, 2012), with EMNEs from Taiwan in China undergoing an evolutionary 

process and moving from Guangdong (the Pearl River Delta) to Shanghai, Jiangsu, Zhejiang 

(the Yangtze River Delta) and later to Beijing and Tianjin. In other words, the geographical 

spread has shifted from labour-intensive and international market oriented locations towards 

capital and technology-intensive inland market-oriented places.  

3.2.3 External home country factors  

The home country effect on MNE LC is considered by a total of five articles, three of which 

focus on DMNEs (Banerji & Sambharya, 1996; Martin, Mitchell & Swaminathan, 1995; Pak 

& Park, 2005), while the others study EMNEs (Luo & Wang, 2012; Zhou & Guillén, 2015). 

Home country factors are the least studied among all of the factors revealed in this research. 

Home market key factors that affect MNEs’ LC differ between DMNEs and EMNEs. While 

market and industry position at home is the key factor influencing DMNEs’ LC, novel factors 

affecting EMNEs’ LC emerge, such as a firm's home base, institutional hardship, inward 

FDI, business development stage, home market economic growth, and home country 

innovation orientation.  

 All three articles in the DMNE sample investigate MNEs from Japan. Japanese MNEs 

that are market leaders in an oligopolistic industry or have a dominant market position of 

Keiretsu membership at home prefer to invest in developed markets (Banerji & Sambharya, 

1996; Martin, Mitchell & Swaminathan, 1995; Pak & Park, 2005). In contrast, for EMNEs, 

Luo and Wang (2012) found that it is the typical institutional hardship that the EMNEs 

experienced at home that drives them to look for developed markets with efficient 

institutional environments. EMNEs are confident in doing so thanks to their previous 

participation in the inward FDI with DMNEs and their innovation orientation at home. 

EMNEs, at a mature business development stage and when the home country economic 

growth is high, prefer to exploit their ownership advantages in developing countries. 

3.2.4 External regional/supranational and networking factors 

A region represents a group of countries with physical continuity and proximity. 14 articles 

study the regional effect on MNE LC (nine DMNEs and six EMNEs). All six articles on 

EMNEs examine one specific factor, networking, whereas DMNEs look at a wider range of 
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factors, such as, global cities (Goerzen, Asmussen, & Nielsen, 2013), a firm's prior regional 

investment, regional-related institutions (Fernández-Méndez, García-Canal & Guillén, 2015), 

and qualitative factors (value drivers, opportunities, and critical asset base) (Chiesa, 1995; 

Gerybadze & Reger, 1999). For example, based on the outward FDI of Japanese firms in 45 

countries within eight regions, Arregle et al. (2013) found that the degree of firm 

internationalisation into a country is influenced not only by the country but also by the 

regional institutional environment, and a semi-globalisation perspective provides better 

explanatory power than a country-level perspective. In contrast, external networking is 

critical in determining EMNEs’ LC. When Taiwanese EMNEs invest in developed countries 

to access strategic resources, they pursue a higher intensity of local linkages (volume and 

frequency of exchange between subsidiary and local firms) than when investing in Southeast 

Asia (Chen, Chen & Ku, 2004). When entering developing countries characterised by 

incomplete institutional support that increases the liabilities of foreignness, the presence of 

networks such as external relational linkages or ethnic ties of top managers significantly 

impacts the LC of EMNEs (Chen & Chen, 1998; Strange et al., 2009). EMNEs maximise the 

use of external network resources and move from closer to more distant locations when they 

accumulate new network resources. The high degree of networking indicates that EMNEs are 

likely to depend on other firms having complementary resources in order to internationalise 

(Lei & Chen, 2011). 

3.3 Internal factors 

3.3.1 Firm-based factors  

The number of studies (11 DMNEs and 11 EMNEs) on firm-based factors ranked second, 

just after host country factors; however, if we exclude studies that use these factors as control 

variables (e.g. firm size and international experience), the resulting number is much lower 

(two DMNEs and seven EMNEs). Firm-based factors that affect LC refer to the firm’s size, 

international experience, specific resources and capabilities, competitiveness, and ownership 

structure. Firm-specific resources (e.g. intangible assets that are intrinsic to the firm or its 

competitive position in the industry) offer the firm superior ownership advantage, which can 

enable DMNEs to locate beyond their home regions (Asmussen & Goerzen, 2013) or EMNEs 

to locate in more developed foreign countries (Lei & Chen, 2011). While DMNEs' own 

capabilities, such as technology, marketing and partnering, drive them to spread across 

cultural and institutional distance (Asmussen & Goerzen, 2013; Rugman & Verbeke, 2004), 

studies on EMNEs stress that a firm's ownership advantage should include relational 

competence and political capabilities (Yeoh, 2011). Compared to DMNEs, studies on the 
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impact of firm-specific factors on EMNEs’ LC typically highlight the impact of the 

ownership structure of parent companies and their subsidiaries (only one article in the 

DMNE sample and four in the EMNE sample). State-controlled Chinese MNEs are less 

concerned about the political risk of the host country, and prefer countries that are endowed 

with ownership advantages, particularly technical and innovative superiority (Duanmu, 2012; 

Ramasamy, Yeung & Laforet, 2012). Family-owned Taiwanese MNEs choose FDI locations 

where both the risk and potential reward are greater, such as inland China (Lien & 

Filatotchev, 2015; Strange et al., 2009). Notably, better conditions gained from host 

governments and regulators enable EMNEs to invest overseas (Yeoh, 2011). 

3.3.2 Internal managerial factors 

MNE LC cannot be understood without knowing the process behind such choices at the level 

of the individual manager. However, only two studies in our sample investigated the impact 

of managerial factors on LC, and both did so from a DMNE perspective (Buckley et al., 

2007; Schotter & Beamish, 2013). Specifically, Schotter and Beamish (2013) found that the 

location decisions of DMNEs were influenced by how inconvenient it would be for managers 

to travel to or live in certain places. Buckley et al. (2007, p. 1086) reveal that firm-focused 

rationality interplays with individual-manager focused rationality, and that more country-

specific factors enter the decision with higher priority when moving from 'consider' to 

'invest'. Given the shortage of studies on managerial factors, our understanding of how they 

affect MNEs’ LC, especially how managers' choices are translated into an MNE's final 

decision, is still unclear.  

3.4. Relocation 

The FDI of firms can be classified into three stages of evolution (or degrees of 

internationalisation): (1) starting from moving value chain activities outside home countries; 

(2) to a foreign subsidiary taking on a powerful strategic role in the firm; (3) to locating or 

relocating corporate or divisional HQ abroad (Barner-Rasmussen, Piekkari & Bjorkman, 

2007; Forsgren, Holm & Johanson, 1992). Studies have recently focused on the third stage of 

internationalisation – DMNEs locating or relocating their corporate HQ (Baaij, Mon & Van 

Den Bosch, 2015) or divisional HQ beyond their own national borders (Benito, Lunnan & 

Tomassen, 2011; Forsgren, Holm & Johanson, 1995) or establishing host-country HQ in key 

host countries (Pan et al., 2014). No studies in our review looked at this phenomenon in the 

EMNE sample. There are two groups of factors that affect DMNEs’ LC of HQs and 

divisional HQs: (1) corporate factors (e.g. the degree of internationalisation and 

diversification, the degree of embeddedness in/attractiveness of the home country), and (2) 
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divisional or subsidiary level factors (e.g. the degree of the division's internationalisation and 

diversification, the dominance of the single subsidiary in a division, and the division's 

dominance in the corporate arena). Notably, the complete relocation of HQ is rare.   

 

4. Discussion and recommendations for future research 

4.1 Different stages of internationalisation and LC of DMNEs and EMNEs 

Our findings reveal that DMNEs and EMNEs are at different stages of internationalisation. 

This is evidenced by the presence of five articles that analyse DMNEs’ relocation of HQ and 

divisional HQs (third stage), but a lack of such research in the EMNE sample. In addition, in 

our sample, the articles on EMNEs’ LC mainly appear after the year 2000, thus lagging 

behind the studies on DMNEs’ LC strategies by almost 20 years. Looking at the 'location of 

R&D', in alignment with the argument that R&D is usually one of the last value chain 

functions to be located abroad (Mansfield et al., 1979), our findings further confirm that 

DMNEs and EMNEs are at different stages of internationalisation: more than 20% of the 

articles in the DMNE subsample studied the location of R&D, compared to 10% in the EMNE 

subsample.  

          The different stages of internationalisation of DMNEs and EMNEs revealed by this 

study demonstrate the need for future research to explain the location behaviour of DMNEs 

and EMNEs. Our research has shown that, to a certain extent, EMNEs have followed the 

same internationalisation path as DMNEs in selecting locations, but salient differences exist. 

Further research is needed to examine the extent to which the factors that affected DMNEs' 

LC influence EMNEs’ LC at their first and second stages of internationalisation. Looking 

forward, it is particularly interesting to explore EMNEs’ LC in their next stage of 

internationalisation. For example, will EMNEs, similar to DMNEs, relocate their HQ out of 

their home country, from which their competitive advantage originates? If so, where will they 

choose to locate? It is also imperative to explore how DMNEs continue to locate their 

businesses abroad beyond the third internationalisation stage. While both DMNEs and 

EMNEs are increasingly internationalising (dual players), little research in our sample has 

examined how a dynamic interplay between DMNEs and EMNEs influences their future 

location behaviour. 

           The above underexplored areas call for an overhaul of the existing and established 

theories derived from studies on DMNEs, and the development of new theories to explain the 

location behaviour of DMNEs and EMNEs. Future research is suggested, for example, to 

refresh the psychic distance model (Johanson & Vahlne, 1977) to explore factors that drive 
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MNEs to leapfrog psychic distance stages to locate in far distant markets at the early stages of 

their internationalisation (e.g. Li & Roberts, 2012). If a 'reverse internationalisation' (Chin et 

al., 2016, p. 202) or a springboard strategy is also possible (Luo & Tung, 2007, 2018), e.g. to 

build success in far distant markets before the home market and then use their success 

overseas and acquired resources and experiential learning to improve their home base and 

compete globally, future research is needed to examine how this can explain MNEs' LC 

behaviour.  

4.2 Underexplored effect of home environment on DMNEs’ and EMNEs’ LC 

The idiosyncrasies of the environments from which MNEs originate leave a stamp on their 

subsequent international behaviour. DMNEs developed in a home environment where there is 

a free market and a private ownership system (Whitley, 1994). Private owners exercise 

exclusive ownership rights over their economic resources and activities, supported by the 

legal framework under free market laws and regulations (Ra, 2008). Conversely, a 

considerable proportion of EMNEs are founded and developed in a home environment 

undergoing institutional transition from a central planned economy to a market-based one, 

where firms are dominated by government ownership and monopoly power and undertake 

business activities in an inadequate institutional environment (Peng & Heath, 1996). For 

example, in China, prior to 2004, only approved state-owned enterprises could access foreign 

exchange; private firms were not permitted to invest overseas (Ramasamy, Yeung & Laforet, 

2012). However, although there is a lack of corporate governance mechanisms, the close 

supervision by the central government offers state-owned enterprises preferential status; for 

example, they enjoy financial favouritism, privileged access to government networks, and 

monopoly production rights (Morck, Yeung & Zhao, 2008). This enables them to invest even 

in politically unstable countries where DMNEs might be less likely to enter (Duanmu, 2012; 

Ramasamy, Yeung & Laforet, 2012). Therefore, EMNEs’ internationalisation tends to adhere 

to the government's plans or follow an institutional perspective in internationalisation 

(Morck, Yeung & Zhao, 2008). Additionally, EMNEs experience inward FDI in the home 

market before they invest abroad (Luo & Wang, 2012). This unique experiential learning 

process, steered through the interaction with DMNEs, prepares EMNEs for international 

expansion. For example, Luo and Wang (2012) suggest that this process facilitates EMNEs’ 

entry into developed countries by following previous connections. These processes, derived 

from the EMNEs' distinct home environment, are normally absent from the traditional 

DMNE-based research.  
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           Given the different home-environment endowed characteristics between DMNEs and 

EMNEs (e.g. different types of ownership structure, such as state-owned; Party-appointed 

CEOs with fixed terms; previous connections established and inward FDI experience gained 

by EMNEs before their outward FDI; and DMNEs' home environment change with more 

inward FDIs from EMNEs), future research focusing on the effect of the home environment 

on MNE's LC is suggested. During the economic transition, some of the preferential 

conditions at home for EMNEs may fade away. In turn, this may lead EMNEs to face new 

challenges that DMNEs might never have encountered. It is hence interesting to compare the 

LC behaviour patterns between state-owned and private-owned EMNEs. Concurrently, 

DMNEs' home environment is also changing as a result of  the increasing inward FDIs not 

only by other DMNEs but also by EMNEs. However, little of the research in our sample 

investigated how the entrance of EMNEs into DMNEs' home environment affects DMNEs' 

LC behaviour. Hence, theoretical refinement or new development is needed. For example, 

moving beyond the existing focus on OLI, future research could investigate MNEs' LC from 

multiple theoretical lenses, such as resource, network, and institution-based perspectives, to 

develop new theories in addition to, or to complement, the LLL (linkage–leverage–learning, 

Mathews, 2006) and the springboard view (Luo & Tung, 2007, 2018). Furthermore, this 

study reveals that studies on DMNEs’ LC cover a wide range of home economies (North 

America, Asia and Europe). The EMNEs in our sample are almost exclusively from Asia. 

Future research is called for, to broaden the focus of EMNE location research by 

investigating emerging market contexts across the world. 

4.3 Understudied differences in the nature of the 'O' advantage between DMNEs’ and 

EMNEs’ LC  

Marked discrepancies exist between DMNEs and EMNEs in terms of the nature of 

'ownership advantage' (Dunning, 1980). DMNEs grow in developed markets where 

consumers enjoy high incomes and are able to purchase high-priced goods, produced by 

capital-intensive industries, which price-sensitive consumers in emerging markets cannot 

afford. This stimulates DMNEs to invest in innovation and tailor their products to consumers’ 

requirements (Ra, 2008). Home-based innovation not only establishes a DMNE’s own 

capabilities, but also offers it competitive advantage to enter other developed markets, and 

later emerging markets. Hence, the ownership advantage of DMNEs lies in firm-specific 

assets, such as technology, management, marketing know-how, and skills in managing equity 

finance in business development (where stock markets are the main source of corporate 

finance) (Casanova & Miroux, 2016; Ramasamy, Yeung & Laforet, 2012). In contrast, these 
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types of firm-specific ownership advantage are absent in EMNEs due to the different home 

environment, as discussed above.  

         However, EMNEs enjoy unique ownership advantages, accumulated from home 

country embeddedness and operations, such as political capability (skills enabling firms to 

obtain better conditions from the host government and regulators), relational competence 

(managing internal and external relationships) (Luo & Wang, 2012; Yeoh, 2011), abilities to 

deal with uncertainty and institutional hardship (Luo & Wang, 2012), and networking 

(frequent interaction with key suppliers/buyers, firms of non-related industries, financial 

institutions, government agents, leveraging ethnic linkages, and personal relations) (e.g. Jean, 

Tan & Sinkovics, 2011; Lei & Chen, 2011). However, these valuable, inimitable resources 

and capabilities that formed ownership advantages of EMNEs are not explained by existing 

theories, and hence their impact on EMNEs’ LC is still underdeveloped. Furthermore, the 

dynamics of the changes in the aforementioned advantages during the transition and 

liberalisation of previously closed markets are not fully explained by the extant theories. If 

EMNEs leverage home-environment related ownership advantages to build firm-specific 

ownership advantages, e.g.,  by acquiring  DMNEs in foreign locations, future research needs 

to examine how the consequent ownership advantages resulting from EMNEs' home 

endowment and  overseas acquisition affect their future LC. It would also be interesting to 

examine how DMNEs develop further firm-specific ownership advantages, e.g. building 

institutional capabilities to better understand and analyse the location conditions in markets 

with different institutional environments and compete more sustainably in the global market. 

4.4 Location of what (type of FDI) and DMNEs’ and EMNEs’ LC 

Knowing what activities (e.g. production/manufacturing, R&D, services, HQ, sales) firms 

invest in abroad, namely the type of FDI, is essential for understanding the location 

behaviour of MNEs. Activities differ in terms of scale sensitivity (e.g. sales and customer 

service activities are less scale sensitive than production) and knowledge intensity (e.g. R&D) 

(Enright, 2009). Comparatively, cost and efficiency-related factors affect the LC of 

manufacturing, whereas intangible, knowledge- and value-related factors are more likely to 

determine the LC of R&D (Gerybadze & Reger, 1999). Hence, distinct activities may 

respond to the same factor differently and result in different location choices.  

 However, how the type of FDI affects MNE LC is not fully explored by the extant 

literature. Both DMNEs and EMNEs seem to follow the traditional pattern rooted in 

geographic and psychic distance to make the LC of manufacturing investment (e.g. Chang & 

Park, 2005; Fisch & Zschoche, 2012a, b; Lau, 2003). Comparatively, findings on factors 



 18 

affecting the LC of R&D do not mirror the same pattern as manufacturing activities and 

differences exist between DMNEs and EMNEs.  

            Eleven articles in the DMNE sample and three in the EMNE sample look at the 

'location of R&D'. Relatively, DMNEs locate their R&D in a wider range of areas than 

EMNEs, including developed and developing markets, as detailed in Table 3, whereas the 

EMNEs in the three articles are all from Taiwan and invest in China (Chen & Hsiao, 2013; 

Liu & Chen, 2012; Lu, 2004). DMNEs tend to invest in R&D activities not only in high cost 

locations, such as North America, Western Europe and Japan, even if the geographic distance 

between the home and the host market is large (e.g. MNEs from Denmark locate their R&D 

activities in North America and Japan, Jensen & Pedersen, 2011), but also in low cost 

locations, i.e. developing countries where both the geographical and psychic distance is large 

(e.g. American R&D activities reside in Brazil, Mexico, Kumar, 2001, and China, Von 

Zedtwitz, 2004). Compared to DMNEs, Taiwan-based EMNEs are relatively new players in 

outward R&D internationalisation, and the parent firms in Taiwan are Chinese subsidiaries' 

main source of technology (Liu & Chen, 2012). Therefore, geographical and linguistic 

proximity can help to reduce the technology transfer cost underpinning R&D activities 

overseas (Liu & Chen, 2012; Lu, 2004). Notably, attention should be paid to the differences 

in the impact of factors on the LC of R&D. R-based activities aim at the exploitation of 

foreign advanced knowledge; hence, the host country's knowledge stock or a location in close 

proximity to universities or research institutions will positively affect the LC of both DMNEs 

and EMNEs (e.g. Liu & Chen, 2012; Shimizutani & Todo, 2008). D-based activities must be 

close to customers, and are thus likely to be influenced by the market-related factors of the 

host country for both DMNEs and EMNEs (e.g. Liu & Chen, 2012; Von Zedtwitz, 2004).    

 LCs vary across activities. In our sample, only one article (Enright, 2009) compared 

the location choices of different activities for manufacturing firms. This may also explain the 

gaps in the current knowledge on location decisions related to different activities and why 

inconsistent findings exist. We suggest that further research be dedicated to the 'location of 

what' in a comprehensive manner, encompassing all activities located abroad by MNEs. This 

study also recommends that comparative studies be conducted on the impact of the 'location 

of what' on the LC between DMNEs and EMNEs. These may provide further insights into 

MNEs' LC behaviour.  

 

4.5 Data and methodology 
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The majority of the articles reviewed employed a quantitative approach (86%) and a similar 

pattern was found in studies of both DMNEs and EMNEs. Only one study in the DMNE 

group (Gerybadze & Reger, 1999) and four studies in the EMNE group (Chen, 2003; Lau, 

2003; Lu, 2004; Pananond, 2013) collected qualitative interview data, with several senior 

managers from the same firm conferring increased data validity from a firm perspective. 

While the outcomes of these studies have helped to progress the LC literature considerably, 

the LC decision-making process of managers remains unclear. This implies an important area 

for future research, as the existing studies, through adopting either a quantitative or a 

qualitative approach, make assumptions about the rules used by firms to make LC decisions, 

'yet the decisions are made by boundedly rational managers' (Buckley et al., 2007, p. 1069). 

While most studies used secondary data (73%), primary data are more likely to be used in 

studies on EMNEs (33%) than DMNEs (17%). This supports our findings that compared to 

DMNEs, EMNEs are relatively new players in outward FDI; hence, there is a lack of 

secondary data on this relatively new phenomenon. A focus on primary data collection would 

allow researchers to investigate factors not yet captured by secondary data sources. In 

addition, the FDI LC as a dependent variable is measured in various ways in the studies of 

both DMNEs and EMNEs, such as the number of FDI entries (e.g. Li & Yao, 2010), the 

share of foreign R&D expenditure (e.g. Gerybadze & Reger, 1999), a dummy variable (1 if 

FDI conducted, 0 if not; e.g. Zhou, 2015), or the percentage of foreign equity ownership (e.g. 

Pan, 1997). FDI LC is a complex concept with multiple facets, so there clearly cannot be a 

single FDI measure. However, while future studies could explore the possibility of defining 

multiple measures, a consistent measure of FDI across similar studies is important to 

facilitate comparative analyses of FDI LC with a view to increasing the accuracy, validity 

and generalisation of findings on factors affecting MNE FDI LC. 

           While narrowing down to the group of quantitative studies, very similar results were 

found across DMNEs and EMNEs; namely, the use of longitudinal data is slightly higher 

(58%) than the use of cross-sectional data (42%). There is no clear evidence to indicate that 

the latest studies are more likely to use longitudinal or cross-sectional data than earlier 

studies in our review of MNE LC over 36 years. Indeed, the scarcity of data may constrain 

the research design. It can be inferred that there is a lack of longitudinal data on MNEs’ LC 

in numerous emerging economies, hence rendering longitudinal studies on EMNEs more 

challenging.  

           To analyse the quantitative data, a variety of statistical methods are used, such as 

regression analysis, correlation analysis, ANOVA, MANOVA and so on; however, 
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regression analyses prevail in both the DMNE and the EMNE groups. While we note that 

many of the studies reviewed here employ sophisticated statistical analyses to test their 

assumptions, we echo prior calls for new and advanced methods (e.g. Buckley et al., 2007) 

with a view to generating more reliable results. 

           Among the quantitative studies, few (6 in DMNEs, 12%, and 5 in EMNEs, 19%) 

conducted a form of causality/endogeneity test. Findings derived from studies where the 

causality bias is unaddressed may provide limited insights into the empirical execution of 

MNEs’ LC decisions. For example, when the direction of causation between the explanatory 

variables and the FDI LC is uncertain and reverse causality may exist, the association 

between cause and effect produced by regression models is subject to bias. These biased 

estimations may lead to misleading interpretations regarding MNEs’ LC decisions. 

Researchers used different methods to control for the causality issue in the reviewed studies, 

e.g. using lagged values (e.g. Dai, Eden & Beamish, 2013; Jean, Tan & Sinkovics, 2011; Oh 

& Oetzel, 2011) or Heckman’s (1979) two-step estimation procedure (Chen & Hsiao, 2013). 

However, the findings show that the number of studies that controlled for causality bias in 

our sample is rather limited. Therefore, we would encourage future research to alleviate the 

causality problems that may be inherent in their data sets, thus potentially generating 

consistent and reliable results on MNE LC.  

         In sum, the rise of EMNE FDI and the evolution of DMNE LC strategies challenge the 

fundamentals of internationalisation theories. In addition to the underdeveloped areas 

discussed above, the findings from this study demonstrate that understanding location 

requires the consideration of three levels of factors in regard to location decisions: individual 

(managerial), firm (stages of internationalisation, ownership structure, location of what, and 

different nature of ownership advantage) and context (home, host, sub-national, regional, 

supranational, and networking), as shown in Figure 2. A comprehensive approach 

encapsulating these three levels would help to identify what, when, how, and why these 

factors may generate different impacts on the LC of DMNEs and EMNEs, a missing value in 

the existing literature.  

------------------------------Insert Figure 2 here---------------------------------    

 

5. Conclusion 

This study contributes to the existing IB literature by revealing the similarities and 

differences between DMNEs and EMNEs in their location behaviour based on a systematic 

review of studies spanning the past 36 years. Our findings reveal that DMNEs differ from 
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EMNEs, with some factors even having opposite impacts on the LC of the two groups. The 

idiosyncrasies of the environments from which MNEs originate motivate their different 

stages of internationalisation and the varying nature of ownership advantage (firm-specific 

for DMNEs as compared to home country and network based for EMNEs). However, LC is a 

complex decision, tightly linked to the decision-maker (individual/managerial), firm 

(investing activity, ownership structure, internationalisation stages, 'O' advantage), and 

context (home, host markets, and regional/supranational/networking environment) where the 

investment takes place. Although an approach integrating all aspects and levels of 

observation is difficult to achieve, such a study could better explain both DMNE and EMNE 

LC. We call for future research to fill the knowledge gaps reviewed by this study. While this 

systematic review is based on studies in the areas of business and management, future 

research with a wider coverage and from different disciplines2 (e.g. economics, psychology, 

and politics) is encouraged to provide further insights on MNEs’ LC. Such research would 

entail refining the existing theories or developing new ones to explain the different location 

behaviour across DMNEs and EMNEs.  Further attention should be paid to underdeveloped 

areas, such as 'location of what', 'firm managerial' factors, the different internationalisation 

stages, and the varying nature of 'O' rooted in DMNEs and EMNEs.  

  

 
2 We are grateful for the anonymous reviewer’s recommendation.  



 22 

References 

 

ABS (2015). Academic Journal Guide 2015. London: the Association of Business Schools, 

UK. 

Alcantara, L. L. & Mitsuhashi, H. (2012). Make-or-break decisions in choosing foreign direct 

investment locations. Journal of International Management, 18(4): 335-351.  

Ambos, B. (2005). Foreign direct investment in industrial research and development: A study 

of German MNEs. Research Policy, 34(4): 395-410.  

Arregle J. L., Miller T. L., Hitt M. A. & Beamish P. W. (2013). Do regions matter? An 

integrated institutional and semiglobalization perspective on the internalization of 

MNEs. Strategic Management Journal, 34(8): 910–934. 

Asmussen, C.G. & Goerzen, A. G. (2013). Unpacking dimensions of foreignness: firm-  

specific capabilities and international dispersion in regional, cultural, and institutional 

space. Global Strategy Journal, 3(2): 127-149.  

Baaij, M. G., Mom, T. J. M. & Van Den Bosch, F. A. J. (2015). Why do multinational 

corporations relocate core parts of their corporate headquarters abroad? Long Range 

Planning, 48(1):46-58.  

Baier, R., Rammer, C. & Schubert, T. (2015). The impact of captive innovation offshoring on 

the effectiveness of organizational adaptation. Journal of International Management, 

21(2): 150-165.  

Banerji, K. & Sambharya, R. B. (1996). Vertical Keiretsu and international market entry: The 

case of the Japanese automobile ancillary industry. Journal of International Business 

Studies, 27(1): 89-113. 

Barner-Rasmussen, W., Piekkari, R. & Bjorkman, I. (2007). Mobility of headquarters in 

multinational corporations. European Journal of International Management, 1:260-

274.  

Bartmess, A. & Cerny, K. (1993). Building competitive advantage through a global network 

of capabilities. California Management Review, 35(2): 78-103.  

Belderbos, R. & Sleuwaegen, L. (2005). Competitive drivers and international plant 

configuration strategies: a product-level test, Strategic Management Journal, 26 (6): 

1309-1330. 

Belderbos, R., Van Olffen, W. & Zou, J. L. (2011). Generic and specific social learning 

mechanisms in foreign entry location choice. Strategic Management Journal, 32 (12): 

577-593. 



 23 

Benito, G. R. G. & Gripsrud, G. (1992). The expansion of foreign direct investments: 

Discrete rational location choices or a cultural learning process? Journal of 

International Business Studies, 23(3): 461-476. 

Benito, G. R. G., Lunnan, R. & Tomassen, S. (2011). Distance encounters of the third kind: 

Multinational companies locating divisional headquarters abroad. Journal of 

Management Studies, 48(2):373-394.  

Buckley, P. J., Devinney, T. M., Timothy, M. & Louviere, J. J.  (2007). Do manager behave 

they way threoy suggests? A choice-theoretic examination of foreign direct investment 

location decision-making. Journal of International Business Studies, 38(7): 1069-1094.  

Buckley, P. J. (2014). Adam Smith’s theory of knowledge and international business theory 

and practice. Journal of International Business Studies, 45(1): 102-109.  

Buckley, P. J. (2016). The contribution of internalisation theory to international business: 

New realities and unanswered questions. Journal of World Business, 51(1):74-82.  

Buckley, P. J. & Ghauri, P. N. (2004). Globalisation, economic geography and the strategy of 

multinational enterprises. Journal of International Business Studies, 35 (2), 81-98.  

Bunyaratavej, K., Hahn, E. D., & Doh, J. P. (2008). Multinational investment and host 

country development: Location efficiencies for services offshoring. Journal of World 

Business, 43(2): 227-242.  

Bunyaratavej, K., Hahn, E. D., & Doh, J. P. (2007). International offshoring of services: A 

parity study. Journal of International Management, 13(1): 7-21.  

Casanova, L. & Miroux, A. (2016). Emerging market multinationals report (EMR) 2016. 

Cornell University: Emerging Market Institution.  

Chang, S. & Pak, S. (2005). Types of firms generating network externalities and MNCs’ co-

location decisions. Strategic Management Journal, 26(7): 595-615.  

Chen, C. J & Hsiao, Y. C. (2013). The endogenous role of location choice in product 

innovations. Journal of World Business, 48(3): 360–372. 

Chen, H. & Chen, T. (1998). Network linkage and location choice in foreign direct 

investment. Journal of International Business Studies, 29(3):456-467.  

Chen, T. (2003). Network resources for internationalization: The case of Taiwan’s electronics 

firms. Journal of Management Studies, 40(5): 1107-1130.  

Chen, T., Chen, H. & Ku, Y. (2004). Foreign direct investment and local knowledge. Journal 

of International Business Studies, 35(4): 320-333.  



 24 

Chen, C. & Yeh, C. (2012). Re-examining location antecedents and pace of foreign direct 

investment: Evidence from Taiwanese investment in China. Journal of Business 

Research, 65(8): 1171-1178.  

Chiesa, V. (1995). Globalizing R&D around centres of excellence. Long Range Planning, 

28(11): 19-28.  

Chin, T., Liu, R. & Yang, X. (2016). ‘Reverse internationalization’ in Chinese firms: a study 

of how global startup OEMs seek to compete domestically. Asia Pacific Business 

Review, 22 (2): 201-219. 

Chung, W. & Yeaple, S. (2008). International knowledge sourcing: evidence from US firms 

expending abroad. Strategic Management Journal, 29 (11): 1027-1224. 

Dai, L., Eden, L., & Beamish, P. W. (2013). Place, space and geographical exposure: Foreign 

subsidiary survival in conflict zones, Journal of International Business Studies, 44(6): 

554-587. 

David, W. L. & Stephen, E. G. (1995). Policy and non-policy determinants of U.S. equity 

foreign direct investment. Journal of International Business Studies, 26(2): 281-299. 

Davidson, W. H. (1980). The location of foreign direct investment activity: Country 

characteristics and experience effects. Journal of International Business Studies, 11(2): 

9-22. 

Demirbag, M., Tatoglu, E., & Glaister, K. W. (2010). Institutional and transaction cost 

determinants of Turkish MNEs' location choice. International Marketing Review, 

27(3): 272-294.  

Driffield, N. & Love, J. H. (2007). Linking FDI motivation and host economy productivity 

effects: conceptural and empirical analysis. Journal of International Business Studies, 

38(3): 460-473.  

Duanmu, J. L. (2012). Firm heterogeneity and location choice of Chinese multinational 

enterprises (MNEs). Journal of World Business, 47(1): 64-72.  

Duanmu, J. L. (2014). A race to lower standards? Labor standars and location choice of 

outward FDI from the BRIC countries. International Business Review, 23(3): 520-634.  

Dunning, J. H. (1958). American investment in British manufacturing industry. London: 

George Allen and Unwin.  

Dunning, J. H. (1980). Toward an eclectic theory of international production-some empirical 

test.  Journal of International Business Studies, 11(1): 9-31. 

Dunning, J. H. (1998). Location and the multinational enterprise: A neglected factor? Journal 

of International Business Studies, 29(1): 45-66.  



 25 

Dunning, J. H. (2008). Multinational Enterprises and the global economy, 2nd edition. 

Cheltenham: Edward Elgar.  

Dunning, J. H. & Lundan, S. M. (2008). Institutions and the OLI paradigm of the     

multinational enterprise. Asia Pacific Journal of Management, 25(4): 573-593 

Dunning, J. H. & Narula, R. (1995). The R&D activities of foreign firms in the United States. 

International Studies of Management & Organization, 25(1-2), 39-74. 

Enright, M. J. (2009). The location of activities of manufacturing multinationals in the Asia-

Pacific, Journal of International Business Studies, 40(5): 818-839. 

Feinberg, S. E. & Gupta, A.K. (2004). Knowledge spillovers and the assignment of R&D 

responsibilities to foreign subsidiaries. Strategic Management Journal, 25(8-9): 823-

845.  

Fernandez-Mendez, L., Garcia-Canal, E., & Guillen, M. F. (2015). Legal family and 

infrastructure voids as drivers of regulated physical infrastructure firms’ exposure to 

governmental discretion. Journal of International Management, 21(2): 135–149. 

Fetscherin, M., Voss, H. & Gugler, P. (2010). 30 Years of foreign investment to China: An 

interdisciplinary literature review. International Business Review, 19(3): 235-246.  

Fisch, J. H. & Zschoche, M. (2012a). The role of operational flexibility in the expansion of 

international production networks. Strategic Management Journal, 33(13):1540-2012.  

Fisch, J. H. & Zschoche, M. (2012b). The effect of operational flexibility on decisions to 

withdraw from foreign production locations. International Business Review, 21(5): 

806-816.  

Flores, R., & Aguilera, R. V (2007). Globalization and location choice: an analysis of US 

multinational firms in 1980 and 2000. Journal of International Business Studies, 38(7): 

1187–1210. 

Forsgren, M., Holm, U. & Johanson, J. (1995).Division headquarters go abroad – A step in 

the international of the multinational corporation. Journal of Management Studies, 

32(4): 475-491. 

Forsgren, M., Holm, U. & Johanson, J. (1992). ‘Internationalisation of the second degree: the 

emergence of European-based centres in Swedish firms’. In Young, S. and Hamill, J. 

(Eds.), Europe and the Multinationals (pp 235-253). Cheltenham: Edward Elgar.  

Galán, J. I. & González-Benito, J. (2006). Distinctive determinant factors of Spanish foreign 

direct investment in Latin America, Journal of World Business, 41(2): 171–189. 



 26 

Galan J.I., González-Benito J., Zuñga-Vincente J. A. (2007). Factors Determining 

the Location Decisions of Spanish MNEs: An Analysis Based on the Investment 

Development Path. Journal of International Business Studies, 38(6): 975–997. 

Garcia-Canal, E. & Guillen, M. F. (2008). Risk and the strategy of foreign location choice in 

regulated industries. Strategic Management Journal, 19(10): 1097-1115.  

Gerybadze, A. & Reger, G. (1999). Globalization of R&D: recent changes in the 

management of innovation in transnational corporations. Research Policy, 28(2-3): 

251-274.  

Globerman, S. & Shapiro, D. (2003). Governance infrastructure and US foreign direct 

investment.  Journal of International Business Studies, 34 (1): 19-39.  

Goerzen, A., Asmussen, C. G., & Nielsen, B. (2013). Global cities and multinational 

enterprise location strategy. Journal of International Business Studies, 44(5): 427-450. 

Hahn, E. D., Bunyaratavej, K. & Doh, J. P. (2011). Impact of risk and service type on 

nearshore and offshore investment location decisions. Management International 

Review, 51(3): 357-380.  

Hakanson, L. & Nobel, R. (1993). Foreign research and development in Swedish 

multinationals. Research Policy, 22(5-6): 373-396. 

Henisz, W. J. & Delios, A. (2001). Uncertainty, imitation, and plant location: Japanese 

multinational corporations, 1990-1996. Administrative Science Quarterly, 46(3): 443-

475.  

Hitt, M. A., Li, D. & Xu, K. (2016). International strategy: From local to global and beyond. 

Journal of World Business, 51(1): 58-73.  

Hobdari, B., Gammeltoft, P. & Li, J. (2017). The home county of the MNE: The case of 

emerging economy firms. Asia Pacific Journal of Management, 34(1): 1-17. 

IMF (2016). World Economic Outlook Database – WEO Groups and Aggregates Information   

http://www.imf.org/external/pubs/ft/weo/2016/02/weodata/groups.htm  (accessed 5th 

June 2017). 

Ito, K. & Rose, E. L. (2002). Foreign direct investment location strategies in the tire industry. 

Journal of International Business Studies, 33 (3): 593-602.  

Jean, R. B., Tan, D. & Sinkovics, R. R. (2011). Ethnic ties, location choice, and firm 

performance in foreign direct investment: A Study of Taiwanese business groups FDI 

in China. International Business Revie, 20(6): 627-635.  

Jensen, P. D. O. & Pedersen, T. (2011). The economic geography of offshoring: The fit 

between activities and local context. Journal of Management Studies, 48(2):352-372. 

http://www.imf.org/external/pubs/ft/weo/2016/02/weodata/groups.htm


 27 

Jindra, B., Hassan, S. S. & Cantner, U. (2016). What does location choice reveal about 

knowledge-seeking strategies of emerging market multinationals in the EU? 

International Business Review, 25(1): 204-220.  

Johanson, J. & Vahlne, J.-E. (1977).The internationalization process of the firm – a model of 

knowledge development and increasing foreign market commitments, Journal of 

International Business Studies, 8 (1):  23-32.  

Jory, S, R. & Ngo, T. N. (2014). Cross-border acquisitions of state-owned enterprises. 

Journal of International Business Studies, 45(9): 1096-1114.  

Kang, Y. & Jiang, F. (2012). FDI location choice of Chinese multinationals in East and 

Southeast Asia: Traditional economic factors and institutional perspective. Journal of 

World Business, 47(1): 45-53.  

Kim, J. U. & Aguilera, R. V. (2016). Foreign location choice: Review and Extensions. 

International Journal of Management Reviews, 18 (2): 133-159.  

Kiss, A. N., Danis, W. M. & Cavusgil, S. T. (2012). International entrepreneurship research  

in emerging economies: A critical review and research agenda. Journal of Business  

         Venturing, 27 (2): 266-290.  

Kumar, N. (2001). Determinants of location of overseas R&D activity of multinational  

        enterprises: the case of US and Japanese corporations. Research Policy, 30(1): 159-174. 

Lau, H. (2003). Industry evolution and internationalization processes of firms from a newly  

        industrial economy. Journal of Business Research, 56(10):847-852.  

Lei, H. & Chen, Y. (2011). The right tree for the right bird: location choice decision of  

Taiwanese firms' DDI in China and Vietnam. International Business Review, 20(3): 338- 

352.  

Li, X. & Roberts, J. (2012). A Stages Approach to the Internationalization of HE? The Entry 

of UK Universities into China. The Service Industries Journal, 32 (7): 1011 - 1038. 

Li, J. & Yao, F. (2010). The role of reference groups in international investment decisions by 

         firms from emerging economies. Journal of International Management, 16(2):143-153.  

Lien, Y.C. & Filatotchev, I. (2015). Ownership characteristics as determinants of FDI  

        location decisions in emerging economies. Journal of World Business, 50(4): 637-650.  

Liu, M.-C. & Chen S.-H. (2012). MNCs’ offshore R&D networks in host country's regional 

innovation system: The case of Taiwan-based firms in China. Research Policy, 41(6): 

1107–1120.  

Lo, F. & Lin, F. (2015). Advantage transfer on location choice and subsidiary performance. 

         Journal of Business Research, 68(7): 1527-1531.  

http://dx.doi.org/10.1080/02642069.2012.662495
http://dx.doi.org/10.1080/02642069.2012.662495


 28 

Lu, L. & Liu, J. (2004). R&D in China: an empirical study of Taiwanese IT companies. R&D  

        Management, 34(4): 453-465.  

Luo, Y. & Tung, R. R. (2007). International expansion of emerging market enterprises: A 

springboard perspective. Journal of International Business Studies, 38(4): 481-498.  

Luo, Y. & Tung, R. R. (2018). A general theory of springboard MNEs. Journal of 

International Business Studies, 49: 129–152. 

Luo, Y. & Wang, S.L. (2012). Foreign direct investment strategies by developing country 

multinationals: A diagnostic model for home country effects. Global Strategy Journal, 

2(3): 244–261. 

Makino, S., Lau, C. M., & Yeh, R.-S. (2002). Asset-exploitation versus asset-seeking: 

Implications for location choice of foreign direct investment from newly 

industrialized economies. Journal of International Business Studies, 33(3), 403-421.  

Mansfield, E., Teece, D. and Romeo, A. (1979). Overseas research and development by U.S.    

           based firms. Economica, 46, 187–196. 

Martin, X., Mitchell, W. & Swaminathan, A. (1995). Recreating and extending Japanese 

Automobile buyer-supplier links in North America. Strategic Management Journal, 

16(8): 589-619.   

Mataloni, R. J., Jr. (2011). The structure of location choice for new US manufacturing 

investments in Asia-Pacific. Journal of World Business, 46(2): 154–165. 

Mathews, J. A. (2006). Dragon multinationals: New players in 21st century globalization.  

         Asia Pacific Journal of Management, 23(1): 5-27.  

Meyer, K. E. & Peng, M. W. (2016). Theoretical foundations of emerging economy research. 

         Journal of International Business Studies, 47(1): 3-22.  

McKelvery, M., Alm, H. & Riccaboni, M. (2003). Does co-location matter for formal  

        knowledge collaboration in the Swedish biotechnology pharmaceutical sector? Research  

        Policy, 32(2): 483-501.  

Morck, R., Yeung, B. & Zhao, M. (2008). Knee deep in the big muddy: The survival of 

emerging market firms in developed markets. Management International Review, 

39(3):337-350.  

MSCI, Morgan Stanley Capital International (2017). Emerging Market Index, available at:   

         https://www.msci.com/market-cap-weighted-indexes (accessed 5th June 2017).  

Nielsen, B. B., Asmussen, C. G. & Weatherall, C. D. (2017). The location choice of foreign  

        direct investment: Empirical evidence and methodological challenges. Journal of World  

        Business, 52 (1): 62-82.  

http://onlinelibrary.wiley.com/doi/10.1111/j.2042-5805.2012.01036.x/full
http://onlinelibrary.wiley.com/doi/10.1111/j.2042-5805.2012.01036.x/full
https://www.msci.com/market-cap-weighted-indexes


 29 

Oh, C.H. & Oetzel, J. (2011). Multinationals’ response to major disasters: How does 

subsidiary investment vary in response to the type of disaster and the quality of country 

governance. Strategic Management Journal, 32(6): 658-681. 

OECD (2016). Geographical distribution of financial flows to developing countries: 

Disbursements, commitments, country indicators. OECD: Paris.  

Pak, Y. & Park, Y. R. (2005). Characteristics of Japanese FDI in the East and the West: 

understanding the strategic motives of Japanese investment. Journal of World Business, 

40(3): 254–266.  

Pan, Y. (1997). The formation of Japanese and US equity joint ventures in China. Strategic 

Management Journal, 18(3):247–254. 

Pan, Y., Teng, L., Yu. M. & Lu, X. (2014). Host-country headquarters of US firms in China: 

an empirical study. Journal of International Management, 20(4): 379-389.  

Pananond, P. (2013). Where do we need go from here? Globalizing subsidiaries moving up 

the value chain. Journal of International Management, 19(3): 207-219.  

Patel, P. & Vega, M. (1999). Patterns of internationalization of corporate technology: 

location vs. home country advantages. Research Policy, 28(2-3): 145-155.  

Peng, M. W. & Heath, P. S. (1996). The growth of the firm in planned economies in 

transition: institutions, organizations, and strategic choice. Academy of Management 

Review, 21(2): 492 - 528. 

Pittaway, L., Robertson, M., Munir, K., Denyer, D. & Neely, A. (2004). Networking and  

         Innovation: A systematic review of the evidence. International Journal of Management  

         Reviews, 5/6 (3/4): 137-168.  

Porter ME. (1990). The Competitive Advantage of Nations. Free Press: New York. 

Quer, D., Claver, E., & Rienda, L. (2012). Political risk, cultural distance, and outward 

foreign direct investment: empirical evidence from large Chinese firms. Asia Pacific 

Journal of Management, 29(4):1089–1244. 

Ra, W. (2008). The emergence of institution-based strategy of international business and the 

implications for U.S. multinational enterprises, Journal of British and American Studies, 

19: 347-378.  

Ramasamy, B., Yeung, M. & Laforet, S. (2012). China's outward foreign direct investment:  

        location choice and firm ownership. Journal of World Business, 47: 17-25.  

Rugman, A. M. & Verbeke, A. (2004). A perspective on regional and global strategies of  

        multinational enterprises. Journal of International Business Studies, 35(1): 3-18. 

Schotter, A. & Beamish, P. W. (2013). The hassle factor: An explanation for managerial  



 30 

        location shunning. Journal of International Business Studies, 44(5):521-544.  

Shaver, J. M. & Flyer, F. (2000). Agglomeration economies, firm heterogeneity, and foreign  

       direct investment in the United States. Strategic Management Journal, 21(12): 1175- 

       1193.  

Shimizutani, S. & Todo, Y. (2008). What determines overseas R&D activities: The case of  

       Japanese multinational firms. Research Policy, 37(3): 530-544. 

Strange, R., Filatotchev, I., Lien, Y., & Piesse, J. (2009). Insider control and the FDI location  

        decision: evidence from firms investing in an emerging market. Management 

        International Review, 49(4): 433-454.  

Thorpe, R., Holt, R., Macpherson, A. & Pittaway, L. (2005). Using knowledge within small  

        and medium-sized firms: A systematic review of the evidence. International Journal of  

        Management Reviews, 7(4): 257-281.  

Tranfield, D., Denyer, D. & Smart, P. (2003). Towards a methodology for developing 

        Evidence-informed management knowledge by means of systematic review.  British  

        Journal of Management, 14, 207-222.  

Von Zedtwitz, M. (2004). Managing foreign R&D laboratories in China. R&D Management,  

        34(4): 439-452.  

Whitley, R. (1994). Dominant forms of economic organization in market economies,  

       Organization, Studies, 15(2): 153–82.  

Yang, M. & Hyland, M.  (2012). Similarity in cross-border mergers and acquisitions:  

       imitation, uncertainty and experience among Chinese firms, 1985-2006. Journal of  

       International Management, 18(4): 352-365. 

Yao, F.K & Li, J. (2016). Multi-market Contact and Foreign Entry Location Decisions in 

China. Management International Review, 56(1): 95-122. 

Yeoh, PL. (2011). Location choice and the internationalization sequence: insights from  

          Indian pharmaceutical companies. International Marketing Review, 28 (3): 291-312.  

Yuan, L. & Pangarkar, N. (2010). Inertia versus mimicry in location choices by Chinese 

          Multinationals. International Marketing Review, 27 (3): 295-315.  

Zaheer, S., Lamin, A. & Subramani, M. (2009). Cluster capabilities or ethnic ties? Location 

choice by foreign and domestic entrants in the services offshoring industry in India. 

Journal of International Business Studies, 40(6): 944-968.  

Zhou, N. & Guillén, M. F. (2015). From home country to home base: A dynamic approach to 

the liability of foreignness. Strategic management journal, 36(6): 907-917. 

http://onlinelibrary.wiley.com/doi/10.1002/smj.2242/full
http://onlinelibrary.wiley.com/doi/10.1002/smj.2242/full


 31 

Zhu, H., Eden, L., Miller, S.R., Thomas, D.E. & Fields, P. (2012). Host country location 

decisions of early movers and latecomers: the role of local density and experiential 

Learning. International Business Review, 21(2): 145–155. 
  



 32 

Appendix:  

Table 1. Inclusion criteria 

 

Table 2. A summary of journals and number of articles included in the review  

Journals Number of articles 

DMNEs EMNEs Per journal  

1. Journal of international business studies (JIBS) 15 3 18 

1. Strategic management journal (SMJ) 11 2 13 

2. Journal of world business (JWB) 4 5 9 

3. Research policy (RP) 7 1 8 

4. Journal of international management (JIM) 5 3 8 

5. International business review (IBR) 1 5 6 

6. Journal of management studies (JMS) 3 1 4 

7. Management international review (MIR) 2 1 3 

8. Journal of business research (JBR)  3 3 

9. Long range planning (LRP) 2  2 

10. Global strategy journal (GSJ) 1 1 2 

11. R&D management (RDM) 1 1 2 

12. International marketing review (IMR)  2 2 

13. California management review (CMR) 1  1 

14. Administrative science quarterly (ASQ) 1  1 

15. Asia Pacific journal of management (APJM)  1 1 

16. Management and organization review (MOR)  1 1 

 

 

54 30 84 

No. Inclusion criteria Reasons for inclusion 

1 Empirical studies Capture key themes of research on location choice 

2 Between 1980 to 2016 Ensure the coverage of most recent research in IB 

(Dunning’s OLI, 1983) 

3 All industries Ensure the width of research in IB  

4 Quantitative and qualitative Capture all empirical evidence 

5 All countries Focus on ‘location’ in a global arena 

6 MNE focused In line with the OLI 

7 IB focused Aim of the paper (non IB focused areas, e.g. political 

research, supply chain, IT, retailing, HR are excluded) 



 31 

      Table 3. Characteristics of studies reviewed (DMNEs) 

No. Authors (surname/year) Source Home Country Host Country Method Location of what 

1 Davidson (1980) JIBS US Mixed* Quantitative Manufacturing 

2 Benito & Gripsrud (1992) JIBS Norway Mixed Quantitative Manufacturing 

3 Hakanson & Nobel (1993) RP Sweden Mixed Quantitative R&D 

4 Bartmess & Cerny (1993) CMR US Not specified^ Qualitative Manufacturing 

5 Martin, Mitchell & Swaminathan (1995) SMJ Japan US Quantitative Manufacturing 

6 David & Stephen (1995) JIBS US Mixed Quantitative Not explicitly mentioned 

7 Forsgren, Holm & Johanson (1995) JMS Sweden Mixed Quantitative Divisional HQ 

8 Chiesa (1995) LRP US, EU, Japan Mixed Qualitative R&D 

9 Banerji & Sambharya (1996) JIBS Japan US Quantitative Manufacturing 

10 Pan (1997) SMJ Japan and US China Quantitative Not explicitly mentioned 

11 Gerybadze & Reger (1999) RP Germany, Switzerland, 
Netherlands, Japan and US. 

Not specified Qualitative R&D 

12 Patel & Vega (1999) RP UK, Germany, Switzerland, 
France, Sweden. Japan, US, 

Canada 

US Quantitative Manufacturing 

13 Shaver & Flyer (2000) SMJ Canada, France, Germany, 
Japan, and the UK 

US Quantitative Manufacturing 

14 Henisz & Delios (2001) ASQ Japan Mixed Quantitative Manufacturing 

15 Kumar (2001) RP US, Japan Mixed Quantitative R&D 

16 Ito & Rose (2002) JIBS US Mixed Quantitative Not provided 

17 McKelvey, Alm & Riccaboni (2003) RP Sweden Mixed Qualitative R&D 

18 Globerman & Shapiro (2003) JIBS US Mixed Quantitative Not explicitly mentioned 

19 Feinberg & Gupta (2004) SMJ US OECD countries Quantitative R&D 

20 Von Zedtwitz (2004) RDM US, Japan and others China Qualitative R&D 

21 Ambos (2005) RP Germany Mixed Quantitative R&D 
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22 Pak & Park (2005) JWB Japan Mixed (US and China) Quantitative Manufacturing 

23 Belderbos & Sleuwaegen (2005) SMJ Japan Mixed (US, EU, and Asia) Quantitative Manufacturing 

24 Galan & Gonzalez-Benito (2006) JWB Spain Latin America Quantitative Not explicitly mentioned 

25 Bunyaratavej, Hahn & Doh (2007) JIM US Mixed Quantitative Service 

26 Buckley, Devinney, & Louviere (2007) JIBS Australia, Denmark and US Not specified Quantitative & 
Qualitative 

Not explicitly mentioned 

27 Flores & Aguilera (2007) JIBS US Mixed Quantitative Not explicitly mentioned 

28 Galan, Gonzalez-Benito & Zunga-
Vincente (2007) 

JIBS Spain Mixed (Latin America and 
EU countries) 

Quantitative Mixed  (manufacturing 
and service) 

29 Bunyaratavej, Hahn & Doh (2008) JWB US Mixed Quantitative Service 

30 García-Canal & Guillén (2008) SMJ Spain Mixed (Latin American 
countries) 

Quantitative Not explicitly mentioned 

31 Chung & Yeaple (2008) SMJ US Mixed Quantitative R&D 

32 Shimizutani & Todo (2008) RP Japan Mixed Quantitative R&D 

33 Zaheer, Lamin & Subramani (2009) JIBS US and others India Quantitative Service 

34 Enright (2009) JIBS North America, EU and 
Japan 

12 economies in the Asia 
Pacific region 

Quantitative Mixed (sales, service, 
production and R &D) 

35 Belderbos, Van Olffen & Zou (2011) SMJ Japan China Quantitative Manufacturing 

36 Hahn, Bunyaratavej & Doh(2011) MIR US and EU Mixed Quantitative Service 

37 Oh & Oetzel (2011) SMJ 12 EU countries Mixed Quantitative Not explicitly mentioned 

38 Mataloni (2011) JWB US Mixed (Australia, China, 
Japan, South Korea) 

Quantitative Manufacturing 

39 Jensen & Pedersen (2011) JMS Denmark Mixed Quantitative Mixed (Manufacturing, 
R&D, and services)  

40 Benito Lunnan  & Tomassen (2011) JMS Norway Not specified Quantitative Divisional HQ 

41 Alcantara & Mitsuhashi (2012) JIM Japan Mixed Quantitative Manufacturing 

42 Fisch & Zschoche (2012) SMJ Germany Mixed (EU countries and 
East Asia etc.) 

Quantitative Manufacturing 

43 Fisch & Zschoche (2012) IBR Germany Mixed (30 EU countries) Quantitative Manufacturing 

44 Dai, Eden & Beamish (2013) JIBS Japan Mixed Quantitative Not explicitly mentioned 
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45 Arregle at al. (2013) SMJ Japan Mixed Quantitative Not explicitly mentioned 

46 Goerzen, Asmussen, & Nielsen (2013) JIBS Japan Mixed Quantitative Mixed (production, 
service, sales and others) 

47 Schotter & Beamish (2013) JIBS Japan Mixed Quantitative & 
Qualitative 

Not explicitly mentioned 

48 Asmussen & Goerzen (2013) GSJ Japan Mixed Quantitative Not explicitly mentioned 

49 Pan et al. (2014) JIM US China Quantitative HQ 

50 Jory & Ngo (2014) JIBS US Mixd (China, France, 
Poland, UK, Canada etc.) 

Quantitative Not explicitly mentioned 

51 Baier, Rammer & Schubert (2015) JIM Germany China Qualitative R & D 

52 Baaij et al. (2015) LRP Dutch Not specified Quantitative 
&Qualitative 

HQ 

53 Fernández-Méndez, García-Canal & 
Guillén (2015) 

JIM Spain Mixed Quantitative Not explicitly mentioned 

54 Yao & Li (2016) MIR US China Quantitative Mixed (manufacturing 
and service) 

 

       *Mixed: the located destinations (host countries) are a mixture of developed and emerging countries (either specified/or not the exact  
                     names of the host countries); ^Not specified: does not clarify targeting developed or emerging countries  
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       Table 4 Characteristics of studies reviewed (EMNEs) 

No. Authors (surname/year) Source Home Country Host Country Method Location of ‘What’ 

1 Chen & Chen (1998) JIBS Taiwan Mixed (US, Thailand, Malaysia, 
China) 

Quantitative Manufacturing 

2 Makino, Lau & Yeh (2002) JIBS Taiwan Mixed Quantitative Manufacturing 

3 Chen (2003) JMS Taiwan Malaysia, China, Mexico Qualitative Manufacturing 

4 Lau (2003) JBR China Developing Asian countries Qualitative Mixed (manufacturing 
and sales) 

5 Chen, Chen & Ku (2004) JIBS Taiwan Mixed (US, China, Thailand, 
Malaysia, Philippine, Vietnam) 

Quantitative 
 

Manufacturing 

6 Lu (2004) R&DM Taiwan China Mixed method R& D 

7 Chang & Park (2005) SMJ South Korea China Quantitative Manufacturing 

8 Strange et al. (2009) MIR Taiwan China Quantitative Manufacturing 

9 Li & Yao (2010) JIM From 32 emerging markets China Quantitative Manufacturing 

10 Demirbag, Tatoglu & Glaister (2010) IMR Turkey Mixed Quantitative Manufacturing 

11 Yuan & Pangarkar (2010) IMR China Mixed Quantitative Not explicitly mentioned 

12 Jean, Tan & Sinkovics (2011) IBR Taiwan China Quantitative Not explicitly mentioned 

13 Lei & Chen (2011) IBR Taiwan China and Vietnam Quantitative Not explicitly mentioned 

14 Yeoh (2011) IMR India Mixed Qualitative Manufacturing 

15 Quer, Claver & Rienda (2012) APJM China Mixed Quantitative Mixed (manufacturing 
and service) 

16 Yang & Hyland (2012) JIM China Mixed Quantitative Mixed (Manufacturing 
and service) 

17 Luo & Wang (2012) GSJ China Mixed Quantitative Manufacturing 

18 Chen & Yeh (2012) JBR Taiwan China Quantitative Manufacturing 

19 Liu & Chen (2012) RP Taiwan China Quantitative R&D 
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20 Zhu et al. (2012) IBR Emerging-market (Asian 
banks) 

US Quantitative Service 

21 Ramasamy, Yu & Laforet (2012) JWB China Mixed Quantitative Not explicitly mentioned 

22 Kang & Jiang (2012) JWB China Developing countries Quantitative Not explicitly mentioned 

23 Duanmu (2012) JWB China Mixed Quantitative Mixed (manufacturing 
and service) 

24 Pananond (2013) JIM Taiwan Thailand Qualitative Mixed (manufacturing 
and R&D 

25 Chen & Hsiao (2013) JWB Taiwan China Quantitative R&D 

26 Duanmu (2014) IBR BRICs Mixed Quantitative Mixed (manufacturing 
and service) 

27 Lien & Filatotchev (2015) JWB Taiwan China Quantitative Not explicitly mentioned 

28 Lo & Lin (2015) JBR Taiwan Not specified Quantitative Manufacturing 

29 Zhou (2015) SMJ China Mixed Quantitative Not explicitly mentioned 

30 Jindra & Hassan & Cantner (2016) IBR A variety of emerging 
economies 

Mixed EU countries Quantitative Mixed (manufacturing 
and service) 
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Table 5: Home market, host market, type of FDI, and data and methodology 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

Home 
market 

Host market Type of FDI Data and methodology 

Develop

ed 

Emerg 

ing 
Mixed 

Not  

   specified 

Manufact

uring 
   R&D Service 

  

HQ 
 Mixed 

Not 

explicitly 

mentioned 

 

Type of data 

 

Research approach 

 

Data collection 

Causation test 
(quan.) 

Pri.# Sec.@ P&S.” Qan.* Qua.^ MixM.’ Cros.$ Long.~ Yes 

Developed 
(n = 54) 

5 

(9.3) 

9 

(16.6) 

35 

(64.8) 

5 

(9.3) 

15 

(27.8) 

11 

(20.4) 

4 

(7.4) 

4 

(7.4) 

5 

(9.3) 

15 

(27.8) 

9 

(16.7) 

42 

(77.8) 

3 

(5.5) 

47 

(87.0) 

5 

(9.3) 

2 

(3.7) 

21 

(42.9) 

28 

(57.1) 

6 

(12) 

Emerging 
(n = 30) 

1 

(3.3) 

14 

(46.7) 

14 

(46.7) 

1 

(3.3) 

12 

(40) 

3 

(10) 

1 

(3.3) 

0 7 

(23.3) 

7 

(20) 

10 

(33.3) 

19 

(63.3) 

1 

(3.3) 

25 

(83.3) 

3 

(10.0) 

2 

(6.7) 

11 

(40.7) 

16 

(59.3) 

5 

(19) 

Note: The figures in brackets are percentages.  
          #Primary; @Secondary; ”Primary and Secondary;*Quantitative; ^Qualitative; ’Mixed Methods; $ Cross sectional; ~ Longitudinal 
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Table 6: Classification, frequency of key factors, and the source of studies on DMNE and EMNE LC 

List of variables 
Frequency Articles 

DMNE EMNE DMNE EMNE 
External 

  

  
  
  
  

  
  
  
  

National level (Host) 
  Economic 
     Demand side 

Market size, growth, productivity, 
and stages of economic 
development 

9 1 Flores & Aguilera (2007); Globerman & Shapiro (2003); Shimizutani & 
Todo (2008); Enright (2009); Kumar (2001); Belderbos & Sleuwaegen 
(2005); Henisz & Delio (2001); Hahn, Bunyaratavej & Doh (2011); 
Galan, Gonzalez-Benito & Zunga-Vincente (2007) 

Duanmu (2012) 

     Supply side       
Local infrastructure (physical, 
human, knowledge) 

6 1 

Globerman & Shapiro (2003); Flores & Aguilera (2007); Enright (2009); 
Bunyaratavej, Hahn & Doh (2007); Bunyaratavej, Hahn & Doh (2008); 
Chung & Yeaple (2008) 

Demirbag, Tatoglu & Glaister (2010) 

Host country risk (political, 
economic, financial, disaster) 2  

Hahn, Bunyaratavej & Doh (2011); Oh & Oetzel (2011)   

Labour cost (wages) 

9 3 

David & Stephen (1995); Kumar (2001); Bunyaratavej, Hahn & Doh 
(2008); Shimizutani & Todo (2008); Belderbos & Sleuwaegen (2005); 
Hahn, Bunyaratavej & Doh (2011); Flores & Aguilera (2007); 
Bunyaratavej, Hahn & Doh (2007); Fisch & Zschoche (2012) 

Duanmu (2012); Duanmu (2014); Kang 
& Jiang (2012) 

   Institutional       
Regulative (legislation, 
regulation, legal and political 
system) 6 3 

Globerman & Shapiro (2003); David & Stephen (1995); Flores & 
Aguilera (2007); Fernandez-Mendez; Garcia-Canal & Guillen (2015); 
Alcantara & Mitsuhashi (2012); Jory & Ngo (2014) 

Demirbag, Tatoglu & Glaister (2010); 
Kang & Jiang (2012); Quer, Claver & 
Rienda (2012) 

Normative (cultural distance, 
cultural similarity, cultural  
affinity) 

9 2 

Ambos (2005); Flores & Aguilera (2007); Pan (1997); Galan, Gonzalez-
Benito & Zunga-Vincente (2007); Galan & Gonzalez-Benito (2006); Yao 
& Li (2015); Bunyaratavej, Hahn & Doh (2007); Dai, Eden & Beamish 
(2013); Hahn, Bunyaratavej & Doh (2011)  

Quer, Claver & Rienda (2012); Kang & 
Jiang (2012) 

Cognitive (intensity of business 
transactions, mimetic  
isomorphism) 

3 5 

Ito & Rose (2002); Henisz & Delio (2001); Banerji & Sambharya (1997) Yuan & Pangarkar (2010); Demirbag, 
Tatoglu & Glaister (2010); Zhu et al., 
(2012); Yang & Hyland (2012); Kang 
& Jiang (2012) 

Sub-national(Host)       
Clustering of similar industry 

3 1 
Shaver & Flyer (2000); Mataloni (2011); Zaheer, Lamin & Subramani 
(2009) Zhu et al., (2012) 
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Wage 1  Mataloni (2011)   
Education 1  Mataloni (2011)   
Transportation infrastructure 1  Mataloni (2011)   
Variation of R&D resources 1 1 Von Zedtwitz (2004)  Liu & Chen (2012) 

Home market factors       
Market and industry structure at 
home 3  

Pak & Park (2005); Banerji & Sambharya (1997); Martin, Mitchell & 
Swaminathan (1995)   

Home base  1   Zhou & Guillen (2015) 
Competitive pressure at home  1   Luo & Wang (2012) 
Home market economic growth  1   Luo & Wang (2012) 
Institutional hardship at home   1   Luo & Wang (2012) 

Inward FDI at home  1   
Luo & Wang (2012) 

Business development stage at 
home  1   

Luo & Wang (2012) 

Innovation orientation at home  1   Luo & Wang (2012) 
Regional/supranational and 
networking       

Global cities 1  Goerzen, Asmussen & Nielsen (2013)   
Prior regional investment  1  Arregle et al. (2013)   
Region-related institutions 
(regulatory, political democracy, 
economic investment, market 
volatility) 2  

Arregle et al. (2013); Fernandez-Mendez; Garcia-Canal & Guillen (2015) 

  
Qualitative factors (value drivers, 
opportunities, critical asset base) 2  

Gerybadze & Reger (1999); Chiesa (1995) 
  

Ability of local destination to 
accommodate inward FDI 1  

Hahn, Bunyaratavej & Doh (2011)   
  

Networking or external linkage 

2 6 

Ambos (2005); Battmes & Cerny (1993) Chen &Chen (1998); Jean, Tan & 
Sinkovics (2011); Strange et al., (2009); 
Chen (2003); Lei & Chen (2011); Chen, 
Chen & Ku (2004) 

Internal 
  

  
  

  
       Firm-based 

Firm size 7 2 
Ito & Rose (2002); Enright (2009); Banerji & Sambharya (1997); 
Belderbos & Sleuwaegen (2005); Oh & Oetzel (2011); Flores & Aguilera 
(2007); Benito, Lunnan & Tomassen (2011) 

Lei & Chen (2011); Quer, Claver & 
Rienda (2012)  
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International experience 5 2 Ito & Rose (2002); Enright (2009); Garcia-canal & Guillen (2008); Henisz 
& Delio (2001); Belderbos & Sleuwaegen (2005)  

Yang & Hyland (2012); Lei & Chen 
(2011) 

Firm-specific resources 3 4 Asmussen & Goerzen (2013); Belderbos & Sleuwaegen (2005); 
Globerman & Shapiro (2003);  

Lei & Chen (2011); Yeoh (2011); Lo & 
Lin (2015); Demirbag, Tatoglu & 
Glaister (2010) 

Firm's competitiveness 1  Belderbos & Sleuwaegen (2005)   
Ownership structure (parent 
company and subsidiary) 

1 4 Garcia-canal & Guillen (2008) Duanmu (2012); Lien & Filatotchev 
(2015); Ramasamy, Yeung & Laforet 
(2012); Strange et al., (2009) 

   Firm-Managerial 2  Buckley et al., (2007); Schotter & Beamish (2013)   
Relocation of HQ, Divisional HQ or 
establishing host country HQ 

  
  
  

  
    Corporate (HQ) 

Degree of internationalisation 4 
 

Forsgren, Holm & Johanson (1995); Benito, Lunnan & Tomassen (2011); 
Baaij, Mom & Van Den Bosch (2015); Pan et al. (2014)   

Size 1  Benito, Lunnan & Tomassen (2011)   
Diversification 2  Benito, Lunnan & Tomassen (2011); Pan et al. (2014)   
Degree of embeddedness in home 
country 1  

Benito, Lunnan & Tomassen (2011)   
  

Attractiveness of home country  1 
 

Baaij, Mom & Van Den Bosch (2015)    
Strategic importance of the host 
country 1  

Pan et al., (2014) 
  

Industry 1  Benito, Lunnan & Tomassen (2011)     
Ownership concentration and 
state ownership 

1 
 

Benito, Lunnan & Tomassen (2011) 
 

  Division or subsidiary  
    

Degree of internationalisation 1  Forsgren, Holm & Johanson (1995)  
Diversification 1  Pan et al.(2014)  
The dominance of a single 
subsidiary in a division 1  

Forsgren, Holm & Johanson (1995) 
 

The division dominance in 
corporate 1  

Forsgren, Holm & Johanson (1995) 
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Figure 1: Time period comparison (DMNEs vs EMNEs) 

 

 
 

 

Figure 2: Synopsis of findings: factors affecting MNEs' location choice behaviour 
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