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e 1.038" 1.488™
&b (0.492) (0.447)
| 1.491 2.363%5%
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o 0001 0,001
(0.000) (0.000)
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. 0.144" 0.203" | 0294** | 0110 | 0.112"
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= (0.070) (0.069) (0.067) (0.054) (0.058)
o 2501 2,829
sape (0.579) (0.576)
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- -0.001"* 0,001
(0.000) (0.000)
oen 1.053" 1.181%
ope (0.463) (0.478)
cone 436697 | -11.314 | -37425° | 10457 | 6.022"
- (18.793) (4515) (22.223) (0.914) (1.924)
Obs 1,900 1,900 1,900 1,900 1,900
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. 0001 0,001
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2] 232 2¥3 234 235
. 0.182* 0.288 | 0.344"* | 0547 | 0.508"
= (0.070) (0.069) (0.063) (0.065) (0.065)
o 1789 2.488"
£ab (0.491) (0.497)
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Abstract

An Empirical Analysis of Herd
behavior of FDI from South
Korea by country, industry and

purpose

Soyoung Lim
Economics

The Graduate School

Seoul National University

This study analyzed industrial agglomeration among the
behaviors of Korea’'s foreign direct investment. In particular, it was
attempted to examine the agglomeration from a more diverse
perspective by defining and analyzing the herd behavior caused by
informational externality, out of ways previously studied.

In this study, two types of agglomeration were defined and

analyzed. First, it was defined as “efficiency” in which companies can



have positive externality by the agglomeration in FDI. Second, it was
defined as path dependent “herd behavior” in which companies imitate
the prior decisions of other economic agents in an uncertain situation.
In the case of the former, “efficiency” was measured by the
accumulated FDI amount up to 1 year ago, and the latter, “herd
behavior”, was defined and analyzed as the sum of the number of
new FDI corporations in the last 3 years.

In this study, the agglomeration was analyzed using data on FDI
from 141 countries from 1990 to 2020. In particular, in order to derive
various analysis results, the analysis targets were divided into
manufacturing and service industries and analyzed by the industry,
and the analysis targets were divided into market-access type and
resource—seeking type and analyzed by the investment purpose.

As a result of the analysis, first, in the case of total FDI, both
efficiency factor and herd behavior were statistically significant, and
between the two effects, the effect of herd behavior was greater.
Second, as a result of analysis by industry, only herd behavior was
statistically significant under same industries, and the efficiency factor
was not. In the cross—analysis between manufacturing and service
industries, it was found that both herd behavior and efficiency of FDI
in the latter service industry were significant when FDI in the
manufacturing industry was invested in advance. In addition, it was
analyzed that the herd behavior under same industries was stronger
than that under different industries. Third, as a result of analysis by
the investment purpose, in all cases, the herd behavior was found to
be statistically significant, and the herd behavior was greater than
the efficiency. In particular, the herd behavior under same purposes
was stronger than that under other purposes, and the herd behavior

when the market-access type followed the preceding FDI was

7 b
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stronger than that when the resource-seeking FDI followed.

The results of this study reveal that the path—-dependent herd
behavior of Korean companies is occurring in the FDI agglomeration
and the effect of herd behavior is stronger than that of the efficiency.
In addition, it shows that the effect of herd behavior is strong under
same Industries and in the latter market—-access type. These results
can be interpreted as showing the herd behavior not only in the
financial sector but also in the real sector such as FDI, suggesting
the need for a new perspective to analyze the agglomeration

phenomenon.

keywords : Herd behavior, FDI agglomeration, FDI, efficiency,
Path depedency.
Student Number : 2010-20188
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