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Abstract

  The internationalization of Chinese firms has been subject to academic inves-

tigation in recent years. However, the analysis of Chinese MNEs location is still limited. 

In this paper, we rely on the multinomial logistic regression to analyze the location of 

Chinese manufacturing firms in Thailand. Based on the existing body of literature on 

firm location, it is assumed that the location choice of Chinese manufacturing firms is 

associated with their characteristics. We use the locations defined by BOI investment 

zones which consist of three zones – Zone-1 (the center), Zone-2(the outer ring), and 

Zone-3 (the periphery) – as the location choice set from which Chinese manufacturing 

firms can choose. The results show that the firm’s size, ownership structure, and indus-

try category to which they belong are three significant variables explaining the location 

of Chinese manufacturing firms in Thailand. Interestingly, this analysis reveals some 

of Chinese manufacturing firm location behaviors which deviate from the conventional 

theory on FDI location drawn mainly on the experiences of firms in the West.   
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บทคัดย่อ

  การลงทุนในต่างประเทศของบริษัทข้ามชาติจีนเป็นปรากฎการณ์ที่มีการศึกษากัน

อย่างมากในปัจจุบัน อย่างไรก็ตาม งานศึกษาที่วิเคราะห์ที่ตั้งของบริษัทข้ามชาติจีนยังมีอยู่

อย่างจำากัด บทความนี้ใช้การวิเคราะห์ความถดถอยโลจิสติคที่มีหลายค่า (Multinomial logistic 

regression) เพื่อวิเคราะห์ที่ตั้งของบริษัทอุตสาหกรรมการผลิตจีนในประเทศไทย งานศึกษานี้

ตั้งอยู่บนสมมติฐานที่ว่าการเลือกที่ตั้งของบริษัทมีความสัมพันธ์กับคุณลักษณะของบริษัทเอง ผู้

ศึกษานิยามที่ตั้งตามเขตพื้นที่การลงทุนที่กำาหนดโดยคณะกรรมการส่งเสริมการลงทุน (BOI) ซึ่ง

ระบุให้มี 3 โซน ประกอบไปด้วย โซน 1 (ศูนย์กลาง) โซน 2 (วงรอบศูนย์กลาง) และ โซน 3 (พื้นที่

รอบนอก) โดยบริษัทจีนจะเลือกพื้นที่ใดพื้นที่หนึ่งจาก 3 ตัวเลือกที่มีอยู่นี้ ผลการศึกษาแสดงให้

เห็นว่าขนาดของบริษัท โครงสร้างความเป็นเจ้าของ และประเภทอุตสาหกรรมของบริษัทเป็น

ตัวแปรที่มีนัยสำาคัญในการอธิบายที่ตั้งของบริษัทจีนในประเทศไทย สิ่งหนึ่งที่น่าสนใจคือ งาน

ศึกษาน้ีเปิดเผยให้เห็นถึงพฤติกรรมการเลือกที่ตั้งของบริษัทจีนที่แตกต่างไปจากทฤษฏีที่ตั้งการ

ลงทุนโดยตรงโดยต่างชาติที่สร้างขึ้นจากประสบการณ์ของบริษัทในประเทศตะวันตกเป็นหลัก 

คำ�สำ�คัญ:  ที่ตั้งของบริษัท บริษัทจีน การลงทุนโดยตรงของจีน
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1. Introduction
  China’s outward foreign direct investment (OFDI) has attracted considerable 

attention from academics and policy makers in recent years. This is mainly because it 

has grown rapidly, particularly during the past decade, and it is expected to continue 

growing in the future. According to the outward FDI statistics provided by Ministry of 

Commerce of China, the flow of China’s OFDI has increased dramatically from 2.7 billion 

USD in 2002 to 68.8 billion USD in 2010. Such a large flow of OFDI has led to a large increase 

in its stock from 29.9 billion USD to 317.21 billion USD in the same period (MoC, 2010). 

In fact, China ranked 4th in the world in 2011 in terms of OFDI volume, improved from 

2008 in which it ranked 11th (OECD, 2013). 

  China’s OFDI is perceived by the international business research as an inter-

esting and significant phenomenon. Firstly, China’s OFDI characterizes the increasing 

role of emerging economies in the global trade and investment. The existing literature 

on foreign direct investment, which is mainly based on the experiences of developed 

economies, needs some theoretical extension in order to understand the institutionaliza-

tion of firms from emerging economies (Child & Rodrigues, 2005; Kang & Jiang, 2012).  

Secondly, Chinese multinational enterprises (MNEs) were originated from institutional 

system that differs considerably from institutional system of the Western countries. The 

institutional environment that they are embedded may largely affect their internation-

alization strategies as well as their ways of conducting business (He & Lyles, 2008). 

Hence, analyzing their behaviors requires a conceptual framework that is different from 

the mainstream FDI theory which is built on experiences of Western (or Western-styled) 

MNEs (Cui & Jiang, 2009; Quer et al., 2012). 

  Although there has been increasing number of empirical studies about Chinese 

OFDI in recent years, there are still some gaps in the body of literature in which my 

study aims to fill. Firstly, location choice, which is one of the most crucial decision made 

by MNEs in their internationalization process, has not received significant attention. To 

our knowledge, there is only small number of empirical studies that investigate the factors 

that explain the location of Chinese MNE affiliates (Kang & Jiang, 2012). Secondly, 

most empirical literature on Chinese MNEs’ location choice analyzes the location of 

MNE affiliates at the country level by using macro-economic data, focusing mainly on 
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host countries’ characteristics that affect the location of Chinese MNEs. There are only 

a few studies that use the firm-level data to examine firm characteristics that influence 

their location choice, despite that the choice of location is typically firm-level decision 

(Duanmu, 2012). Finally, the existing literature has not sufficiently focused on the location 

of Chinese MNE affiliates at the sub-national geographical level. We believe that 

characteristics of regions within a host country may influence MNE’s location decision 

as much as characteristics of the host country itself. Intuitively, when MNEs make a 

decision on the location of their affiliates, they may first consider what country to invest, 

and then consider where in the host country to locate their plant.  

  This paper aims to contribute to the body of literature on Chinese OFDI in 

three ways. Firstly, it emphasizes on the issue of location choice of Chinese manufac-

turing MNEs. This is to broaden our understanding on how Chinese MNEs choose the 

location of their affiliated companies. Secondly, this paper analyzes the characteristics 

of Chinese manufacturing MNE affiliates that may influence their location choices (from 

now on, Chinese manufacturing MNE affiliates will be called “Chinese firms”). This is 

based on the assumption that the specific characteristics (e.g. resources, capacity, 

firm strategy, production requirement, etc.) of firms may play an important role in the 

locational decision-making process.  Finally, we analyze the location choice of Chinese 

firms at the sub-national levels. We take Thailand as a case study and investigate the 

firm-level factors that influence the location of Chinese firms in Thailand’s regions or 

industrial locations. We assume that as regions or industrial locations have different 

characteristics, firms choose to locate in the area that most fit their requirement.  

Additionally, we believe that our study will also contribute to the academic study on the 

firm location in Thailand. To our knowledge, most studies on this issue mainly focus on 

Japanese firms (Kittiprapas & McCann, 1999). There is no study to date that investigates 

the location behavior of Chinese firms. 

 In this study, industrial location is defined based on Board of Investment (BOI)’s 

investment promotion zone. BOI categorizes 77 provinces of Thailand into three zones 

  3For information about investment incentives for each zone, see www.boi.go.th
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based on economic factors. Zone-1 consists of Bangkok and five surrounding provinces. 

This zone is defined by BOI as an area with high-income and well-developed infrastructure. 

Zone-2 consists of 12 provinces that that are characterized by moderate income and 

infrastructure. Zone-3 consists of 59 provinces with low income and less-developed 

infrastructure. Different privileges are given to the investment projects in each zone with 

Zone-3 being offered highest investment privileges and Zone-1 lowest.   Generally, it 

is widely known that Zone-1 is the most economically developed zone. It has a highest 

per capita income and density of firms. Zone-2 (covering most of Eastern Seaboard 

area) is a newly industrialized zone. As a result of well-developed infrastructure, it host 

a lot of FDI investment projects recently. Zone-3 is a least economically developed 

zone. It mostly consists of provinces in the North, the South, and the Northeast regions 

of Thailand. Those provinces are characterized by low per capita income, low density 

of manufacturing investment, and less developed infrastructures, as compared to provinces 

in Zone-1 and Zone-2 (Tippakoon, 2011).  

  Based on the eclectic paradigm of multinational firm location which is mainly 

built on the experience of the Western multinational firms (Dunning, 1993), we would 

generally expect the more likelihood that Chinese firms will locate in Zone-1 than other 

zones. This is because Zone-1 has more advantages than two other zones. In this paper, 

we will investigate whether this kind of theory hold in case of Chinese firms location in 

Thailand. 

  This paper is structured as follows. Section 2 draws on the body of literature 

on firm location in general to shape an analytical framework and draw hypotheses for 

a statistical test of Chinese firms in Thailand. Section 3 explains the regression model 

and regression strategy. Section 4 presents regression results. Finally in Section 5, the 

conclusion is drawn.  

2. Literature review and hypotheses 

  It is proposed by Krugman (1991) that if firms’ scale economies are sufficiently 

large relative to transportation costs, then firms tend to locate their production site in 

one place and supply their products from that location. In his modeling of industrial 
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agglomeration, Krugman (1999) shows that as firms’ establishment costs increase (i.e. 

increasing firm size and scale economies) it is less expensive to locate their production 

site in an agglomeration where demand is high, and then supply their products from 

that location. Based on this argument, it is possible to assume that large firms are more 

likely than small firms to be located in Zone-1 which has more agglomeration of firms 

than other zones. However, firm size not only reflects the establishment costs, but it also 

reflects a monopolistic power of firms. It is argued that as large firms are often equipped 

with more resources and business capacities than small firms, they are less likely to be 

influenced by other firms in making location decision. Hence, they don’t have to locate in an 

area with high density of preexisting firms (Townroe, 1972). Kittiprapas and McCann 

(1999) studied the location of Japanese electronics firms in Thailand and found that 

large firms are less likely to locate at the center with a high agglomeration of firms. In 

the current study, we draw the first hypothesis from Townroe (1972) and Kittiprapas 

and McCann (1999) and pose it as follow. Hypothesis 1: Larger Chinese firms are more 

likely to locate their operation in the outer ring (Zone-2) and periphery (Zone-3), while 

smaller firms are prone to locate in the center (Zone-1).

  The theory of foreign direct investment posits that foreign firms tend to in-

cur high transaction costs in the host country (Caves, 1971; He, 2002). It is argued that 

foreign-owned firms are less advantageous than locally owned firms as they face the 

so-called “liability of foreignness” (Zaheer, 1995). Foreign liability takes various forms but 

generally it represents the risks and costs of doing business abroad (Duanmu, 2012). 

Such costs involve the costs of obtaining market information, finding local suppliers, 

recruiting skilled labor, managing organizations under different culture and institutional 

environments, local residents’ discriminatory attitudes toward foreign business, political 

uncertainties in the host country, etc. Facing high transaction costs, foreign firms with 

risk-averse behavior tend to make a location choice based on the previous firms’ 

agglomeration (Guimaraes, 2000). In other words, they are likely to select the location 

where a large number of firms (especially compatriot and other foreign firms) preexist. By 

locating in an agglomeration, foreign firms can minimize the costs of obtaining necessary 

information and gain a variety of benefits arisen from agglomeration economies (e.g. 
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pool of skilled labor, availability of intermediate suppliers, and knowledge spillovers) 

(He, 2002). Alternatively, some foreign firms may choose the entry mode choice that reduces 

the risks and costs of being foreign business. They may establish a joint venture busi-

ness with local entrepreneurs.  Being a joint-venture business, they can make location 

choices independent of agglomeration economies, and hence don’t have to locate in 

the center where congestion costs are higher. If this theory holds, we may observe that 

firm ownership structure matters for firm location. Specifically, we can expect to see 

Chinese firms without Thai shareholding (i.e. Chinese-owned firms) to be located in the 

center and Chinese-Thai joint venture firms to be located in the peripheral locations.  We 

pose the second hypothesis as follows. Hypothesis 2: Chinese firms with Thai share-

holding are more likely to locate in the outer ring (Zone-2) and periphery (Zone-3), while 

Chinese-owned firms tend to locate in the center (Zone-1).   

  Firms’ skills content may define their location.  Many empirical studies inves-

tigating the relationship between human capital and FDI location establishes that FDI 

tends to flow to the location with a high concentration of skilled or educated workforce 

(Zhang & Markusen, 1999; Noorbakhsh et al., 2001). According to some studies (e.g. 

Blanchflower & Oswald, 1994; Kittiprapas & McCann, 1999), it is found that a firm 

employing low-skilled workers and carrying out routine activities tends to be more 

sensitive to labor costs than a firm employing high-skilled workers and producing 

differentiated products. As wages tend to be higher in the center (Yao, 2008), it can 

be argued that firms which are more sensitive to labor costs (i.e., firms with a large 

share of unskilled labor) are more likely to be located in the peripheral locations where 

labor cost is cheaper. On the other hand, firms which rely on skilled labor tend to be 

located in the center, which has a large pool of skilled labor, despite higher labor cost 

in that area (Kittiprapas & McCann, 1999). Based on these findings, it is possible to 

assume that firms’ location choice will be affected by characteristics of workers that the 

firms employ or activities that they undertake. We thus pose the following hypothesis. 

Hypothesis 3: Chinese firms with a larger proportion of skilled labor are more likely to 

locate in the center (Zone-1) than those with smaller proportion of skilled labor which 

are more likely to locate in the outer ring (Zone-2) and peripheral locations (Zone-3). 

  Firm location decision may be affected by their technological or production 
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requirement. The industrial sector to which firms belong defines the characteristics of 

necessary inputs for production and the way in which production processes are 

organized and managed. According to Fujita (2007), large agglomeration of firms and 

people causes an increase in wage and prices of land, which consequently increase 

overall living and production costs. Industries, especially those whose main factors of 

production are labor and land, will tend to disperse to other locations where congestion 

costs are less severe (Fujita, 2007). How fast dispersion process runs will depend, 

to a large extent, on transport costs: if transport costs are very low, then dispersion 

will be quick. However, the reduction of transport costs does not necessarily force all 

economic activities to disperse at the same rate. High-technology or knowledge-based 

sectors are less sensitive to dispersion forces. These sectors need to be located in 

large urban areas in order to benefit more from knowledge spillovers (Fujita, 2007). The 

earlier study of Thailand’s industrial location by Tippakoon (2011) reveals that capital-

intensive industries tend to concentrate in Bangkok and its surrounding provinces, 

while resource-based and labor-intensive industries tend to disperse across regions. 

Based on the theory proposed by Fujita (2007) and empirical study by Tippakpoon 

(2011), the following hypothesis is posed. Hypothesis 4: Chinese firms operating in the 

industries that are sensitive to labor costs or that are resource-based are likely to locate 

in the outer ring (Zone-2) and periphery (Zone-3). On the other hand, firms operating in 

capital-intensive industries are likely to locate in the center (Zone-1).  

3.   Methodology

 3.1 Variables and data

  The focus of this study is the location choice of Chinese firms. Firms have 

a choice set of three locations (Zone-1, Zone-2, and Zone-3), and choose one out of 

them. Thus, our dependent variable is a categorical variable representing three location 

outcomes.  

  There are five independent variables that are set to test five hypotheses identified 

above. The first variable, SIZE, is the variable that capture firm size effects on Chinese 

firms’ location choice. This variable is measured by firm’s capital investment. The vari-
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able is transformed into a natural-log in order to reduce the over-dispersion problem in 

the distribution of capital investment across firms.  

  The second variable, OWNER, captures the ownership structure of the firm. It 

is a binary dummy variable coded “0” if a firm is a Chinese-owned firm, and coded “1” 

if it is a joint-venture firm. All joint-venture firms in our data set has Thai nationals’ stock 

share, although in some cases they are joint-ventures of more than two nationalities. 

  The third variable, SKILL, captures skills content within firms. There is no data 

on the number of the firm’s skilled workers that could be used as a direct measure of 

firm skills content. Thus, in order to measures skills content of firms, we use as a proxy 

variable the share of foreign workers in firms’ total employment. We assume that firms 

with higher share of foreign workers tend to be better skilled firms as they employ specific 

knowledge and skills that are not available or too costly to acquire in Thailand. This 

variable is a continuous variable taking value between zero and one.

  Variable, INDUSTRY, is a categorical variable measuring the effects of industry 

characteristics on firms’ location choice. This variable is constructed based on the 

categories of industries identified in Tippakoon (2011) including resource-based, labor-

intensive, metal, chemical, and paper (MCP), and machinery industries. We combine 

MCP and machinery industries together and construct a new category called capital-

intensive industry. This is based on the ideas that MCP and machinery industry groups 

are more likely to rely on a large capital investment and require more advanced 

technology for production than resource-based and labor-intensive industries 

(Tippakoon, 2011). Thus, we have dummy variables of three industrial categories, 

namely, resource-based, labor-intensive, and capital-intensive industries. We use 

resource-based industry as a reference group.  

  Finally, we also include variable YEAR, which is a dummy variable denoting 

the year that Chinese firms started their operation. This variable takes “0” if the operation 

started during 2007-2010 or takes “1” if it started from 2011 onward. The variable is 

included in order to see whether or not the establishment year has significant effects 

on firms’ location. There is a reason to assume that the late-comer firms might find that 

Bangkok and the surrounding areas too crowded and, consequently, incurred high 
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congestion costs (e.g. high land and labor costs). If that is the case, they might fi nd 

Zone-2 or Zone-3 more attractive. 

  The data used for analysis derive from BOI’s data on foreign direct investment. 

This data set mainly shows the annual FDI projects approved by BOI and it provides 

some details on investment fi rms. In the case of Chinese FDI, we have the data on 

Chinese manufacturing fi rms whose investment plans were approved by BOI during 

2007-2014 (up to June 2014). In total, there are 221 fi rms invested during this period. 

These constitute the sample of Chinese fi rms in our data set. However, some fi rms were 

removed from the sample due to the missing data in the important variable(s). After 

addressing the missing data problem, we have 196 fi rms remained in our sample. For 

information, we provide descriptive statistics for independent variables used for analysis 

in Appendix 1.    

  

3.2  Estimation strategy

  In this study, we rely on the multinomial logit model that incorporates multiple 

discrete choices, as our dependent variable has three categorical outcomes.  The 

multinomial logit model is defi ned as follows (Long, 1997):

                   =           

  This model expresses the probability that a particular fi rm ( ) makes its location 

choice ( ) as a function of fi rm characteristics ( ). Thus,   is a vector of fi rm characteristics. In 

this study,   includes fi rm’s size, ownership structure, skills content, industry group, and 

establishment year. The term   can be estimated by the Maximum Likelihood estimator 

and defi ned as: 

where L is the log-likelihood. The coefficients of independent variables can be 

interpreted directly in terms of likelihood probability or odds ratio with an exponential 

transformation. The model is estimated using SPSS statistical package. 

	                   =                              =           
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4.  Regression results and discussion 

  The final results of multinomial logistic regression are given in Table 1. From 

this table, it is found that some variables are as predicted by hypothesis and some are 

not. Generally, it can be said that the locational pattern of Chinese firms in Thailand 

deviate somewhat from the general prediction given by the existing literature on firm 

location. Firstly, in the first comparison (Zone-2 vs. Zone-1), the coefficient of variable 

SIZE is positive and statistically significant (at 1% level). This means that as the size of 

firm increases, the probability to move from Zone-1 to Zone-2 increases. In other words, 

probability of locating in Zone-2 is higher for larger firms. The odds ratio (Exp(𝛃)) is 

1.694 which gives an interpretation that larger firms is about 1.7 times more likely to        

locate in Zone-2 than Zone-1. In the second comparison (Zone-1 vs. Zone 3), SIZE 

is still positive with a statistical significance at 10% level. The odds ratio of 1.294 also 

means that larger firms are about 1.3 times more likely to locate in Zone-3 than Zone-1. 

These results are consistent with the first hypothesis and the earlier study by Kittiprapas 

and McCann (1999). Thus, it seems that large Chinese firms, with more resources and 

business capacities than small firms, are less likely to be influenced by other firms in 

making their location choices. Moreover, they don’t seem to be bounded for a high 

agglomeration area with high congestion costs. 

  Secondly, the coefficient of variable OWNER is positive and statistically 

significant at 5% level in the first comparison. It is the finding that partially supports the 

second hypothesis. This finding is also in line with the “liability of foreignness” argument 

which posits that foreign firms are less advantageous than local firms in many aspects, 

and “joint-venture” can be used as an alternative entry strategy to cope with that problem. 

On the other hand, Chinese-owned firms tend to favor the center (Zone-1) which has 

high agglomeration of firms (especially foreign firms). Theoretically, this is also the way 

that they handle the disadvantages of being foreign firms.  We observe from our regression 

  4The alternative method would be the conditional logit model, which is used to analyze characteristics of 
choices that affect the probability that choices are selected. For example, firms make a location choice based 
on the characteristics of the location (Guimaraes, 2003). However, as our independent variables represent 
the characteristics of firms that make a location choice, it is suggested that the multinomial logit should be 
applied (Long, 1997; Arauzo-Carod et al., 2009).
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results that the joint-venture firms are more likely to locate in Zone-2 than in Zone-1. The 

odd ratio of 2.473, meaning that joint-venture firms are 2.5 times more likely to locate 

in Zone-2 than in Zone-1. However, when we move from the first comparison to the 

second one, we don’t observe the statistical significance of this variable. This can be 

interpreted that joint-venture is not taken by Chinese firms as a strategy to overcome 

the disadvantages of locating in Zone-3. 

  Thirdly, variable SKILL has positive coefficients but not statistically significant 

in both comparisons. Thus, we do not find the empirical evidence that supports the 

third hypothesis. Based on these results, we would say that firms’ skills content may 

not influence their location decision. However, this interpretation can be made with 

some caution. As the data on more direct measures of firm skills content (e.g. number 

of skilled workers, investment in R&D, etc.) are not available, we cannot fully capture 

the skills content of firms. The share of foreign employees is used as a proxy for skills 

content based on the assumption that firms employing foreign workers might want to 

acquire knowledge, skills, or technology that is not available in Thailand. However, this 

may not be always the case. The future research can address this weakness when the 

better data on skills content are available. 
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Table 1 Multinomial logistic regression results 

         
  𝛃 SE. Sig. Exp (𝛃
      
                       Zone-2    
INTERCEPT -.168 1.108 .880 
SIZE .527***  .149 .000 1.694
OWNER .906** .426 .033 2.473
SKILL 1.292 2.609 .620 3.642
INDUSTRY     
     Dummy for Labor-intensive -1.449 .917 .114 .235
     Dummy for Capital-intensive -.676 .491 .169 .509
YEAR  -.331 .427 .438 .718
                    Zone-3     
INTERCEPT -.912 1.136 .422 
SIZE .258* .156 .089 1.294
OWNER .431 .475 .365 1.538
SKILL 1.113 2.751 .686 3.045
INDUSTRY    
     Dummy for Labor-intensive -.852 .880 .333 .426
     Dummy for Capital-intensive 1.322*** .500 .008 3.750
YEAR -.007 .474 .988 .993
-2 Log Likelihood 332.596   
Chi-Square (df=12) 52.350***   
Pseudo-R2    
     Cox and Snell 0.238   
     Nagelkerke 0.273      
Note: (1) Dependent variable = BOI’s investment zones, with Zone-1 set as a reference group; (2) ***, **, * 
denote the statistical significance of 1%, 5%, and 10% levels, respectively.  
Source: Author’s estimation

  Fourthly, the dummy variables of industry categories (with the resource-

based industry set as a reference group) for the first comparison are not statistically 

significant. Therefore, we find no reliable evidence to support the fourth hypothesis in 

this case. Moving to the second comparison, it is found that the dummy variable for 

capital-intensive industry is positive and strongly significant (at 1% level). Chinese firms 

in capital-intensive industries are about 3.8 times more likely to locate in Zone-3 than 

in Zone-1. This finding is quite interesting and runs counter our expectation. This is 
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perhaps one of peculiar patterns of Chinese firm location which cannot be explained 

based on the experiences of the Western firms. More data are needed to investigate 

this investment pattern. We thus state it for the future study.  

  Finally, the dummy variable YEAR does not have statistically significant effects 

in both comparisons. Perhaps, this is because the time span in our study is too short 

to observe the dynamic effects of firm location. Hence, Chinese firms that entered the 

market during 2007-2014 may be indifferent in terms of location choices. The data with 

a longer time span may be needed to capture the time effects on Chinese firm location. 

  

5.  Conclusion 

  This paper has attempted to answer the following question: what explain the 

location choice of Chinese multinational enterprises in Thailand? We have analyzed the 

location choices of Chinese firms based on the assumption that firms with different char-

acteristics might have different locational behaviors. The location of Chinese firms was 

divided into three based on BOI’s investment zones. Each zone has specific character-

istics and it was implicitly assumed to have some influence on firms’ location behaviors.

  To answer the research question, we have employed the multinomial logit 

model which is a standard method for analyzing multiple choices based on the charac-

teristics of the subject that make a choice. We have used the BOI’s data which provided 

necessary information on the characteristics of Chinese FDI projects in Thailand during 

2007-2014.  

  The results of regression revealed some interesting locational patterns. Firstly, 

Chinese firms tend to disperse from the center (Zone-1) and locate in the outer ring 

(Zone-2) – the area with immediate proximity with the center. Particularly, large firms 

are more likely to locate in Zone-2 than Zone-1. Secondly, ownership structure of Chinese 

firms in Thailand has significant effect of their location choice. This finding supports the 

“liability of foreignness” thesis which argues that joint-venture is the entry mode that 

FDI firms use to deal with the liability-of-foreignness problem. Being a joint-venture 

business, FDI firms can make location choices independent of agglomeration economics. 

They don’t have to be bounded for a large industrial agglomeration with high conges-
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tion costs. Thirdly, capital intensive firms are more likely to select Zone-3 as their loca-

tion. This finding runs counter the theory of industrial agglomeration (Fujita, 2007) and 

the earlier study on Thai industrial location (Tippakoon, 2011). This can be seen as a 

peculiar characteristic of Chinese firms’ locational pattern, and it needs more investi-

gation. Other variables are not statistically significant, although most of them have the 

same coefficient signs as we expected. 

  Some limitations of our study should be noted in relation to the empirical liter-

ature on Chinese firm location. In fact, what makes the location choice of Chinese firms 

interesting is that it cannot be fully explained by the conventional theory of FDI location 

based mainly on the experience of Western firms (Child & Rodrigues, 2005; He & Lyles, 

2008). Chinese firms originated and have been embedded in the institutional settings 

that are far different from those in the West, which consequently exerts a large influence 

on their behaviors. One of the important institutional determinants of Chinese firms’ 

location is related to their original ownership structure. It is widely known that a number 

of Chinese MNEs receive supports, directly or indirectly, from the Chinese govern-

ment. Some empirical studies (e.g. Ramasamy et al., 2012; Duanmu, 2012) show that 

Chinese MNEs that are state-owned enterprises (SOEs) tend to be different from Chinese 

private-owned MNEs in their locational patterns. Some authors have argued that as 

state-owned MNEs have received supports from the government, they tend to make 

location decision independent of the general location behaviors of other MNEs. For 

example, they may be able to take a risky location choice such as locating in a country with 

poor institutional environment (Ramasamy et al., 2012). However, as the data about 

the mother companies are not provided, we cannot trace back the ownership structure 

of the mother companies of Chinese firms in Thailand. Consequently, we are not able 

to analyze the effects of original ownership structure (i.e. the degree of direct support 

from Chinese government) on Chinese firms’ location.

  Additionally, this study has to exclude the firm export variable from a regression 

analysis due to a large number of missing data. Based on the earlier studies, foreign 

firms may select the location based on their market strategy. Some of them may consider 

the host country as their production base for export (Barry & Bradley, 1997; Asiedu, 
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2002), while others produce mainly for host country’s domestic markets (Head & May-

er, 2004). If they are exporters, they may select the location that can efficiently facilitate 

their export. However, a large missing data prevents us from analyzing this. The future 

study can address this weakness when more data on firms’ export are available. 
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Appendix 1: Descriptive Statistics for independent variables

         

      Mean Max Min SD

Independent Variables    

Continuous Variables    

   SIZE     4.485 9.845 0.47 1.671

   SKILL      0.086 0.75 0 0.093

Percentage in the population

Dummy Variables    

 OWNER    

          (OWNER = 1)   47.24   

          (OWNER = 0)   52.76   

   INDUSTRY    

          Resource-based   20   

         Labor-intensive  14.42   

          Capital-intensive  65.58   

   YEAR    

          2007-2010   43.69   

          2010-2014   56.31      
Percentage of firms in each zone

  Dependent Variable    

     Zone-1     21.62   

     Zone-2     51.35   

     Zone-3     27.03      

Source: Author’s calculation based on BOI’s data


