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A New Theory of Explaining FDI Motivations, Global
Coordination, and Entry Modes: An Imbalance Approach
to the Empirical Analysis of Korean Firms

Moon Hwy-chang
Associate Professor of the School of International and Area Studies,
Seoul National University

Traditional theories of foreign direct investment(FDI) start with a premise
that a firm should have a significant ownership advantage for going abroad.
Recently, we interviewed Korean firms overseas subsidiaries and found some
interesting cases of FDI that cannot be explained by the traditional approach.
This article introduces a new theory, an imbalance approach, which deals
with both advantages and disadvantages of a firms asset portfolio, and
demonstrates that this new approach is useful in explaining the new FDI
motivations of Korean firms. This approach is also useful in explaining other
related issues such as global coordination and entry modes. An empirical
analysis generally supports this new approach. This article provides a
theoretical background and empirical findings for the role of foreign
subsidiary, not just as a profit center, but also as a strategic base for
enhancing a firm’s global competitiveness.
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