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Abstract

In the field of foreign direct investment the debate between
Reading School and Japanese Approach the latter is led by
K.Kojima has lasted a long time but no agreement has been
reached yet. The dissertation tries on the basis of an observation on
theoretic systems of the two schools to investigate into formation
investment and trade of transnational corporations in terms of inter-
national resource allocation which initiates the establishment of
macro— micro — synthetic and dynamic theory of FDI. I hope that
the new theory could stop the debate between the two schools. Fur-
thermore the paper by means of the new synthetic theory deals
with the possibility of model choice of FDI.

The main ideas and new research results in the paper are the

following

1. ON THEORETIC SYSTEMS AND MODELS OF READ-
ING SCHOOL AND JAPANESE APPROACH

The debate between the two schools originates from the differ-
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ence in presumptions methods FDI models and views concerning
welfare. The comparative advantage principles put forward by K.
Kojima lead to the conflict between macro and micro theories. The
comparative stability of K.Kojima' s theory stems from optimiza-
tion standard and presumption relating to enhancement of effect from
technique transfer.

2. ON MACRO — MICRO — SYNTHETIC AND DYNAMIC
THEORY OF FDI

(D What is essential to the understanding of transnational cor-
poration is that it is a kind of unit featuring effective transaction and
production which is based on organizational cost. It is able to avoid
stagnation and high cost of transaction and reduce production cost
by the application of highly effective and indispensable production
techniques.

@ With combination of production and transaction costs by
analysis of property right allocation we could well understand a
chain of responses and unique phenomena of internalization. In other
words when intra — transaction cost is higher than that in market
disintegration may not happen and internalization will go further
from which we could draw the the conclusion that transnational cor-
poration can possibly exist even if market transaction cost is very low
or even close to zero.

® With roundabout model of international resource allocation



we are able to integrate the study of internalization or disintegration
of trnasnational corporation into the analysis of property right alloca-
tion.

@ In the macro — analysis of FDI  foreign direcrt investment
and trade of transnational corporation are very important to maxi-
mization of international resource allocation.

® Globalization of production within trnasnational corporation
satisfies demand of various nations for a product served by minimal
production and transaction costs.

Under conditions of effective competition rational expecta-
tion and effective float foreign exchange rate the dynamic compara-
tive advantage is in accordance with absolute rate of profit.

(D Under the above conditions the result from macro compara-
tive advantage model of FDI is agreeable to that from model of glob-
alization.

3. ON FDI PATTERN CHOICE

Although under certain conditions the result from macro com-
parative advantage model of FDI conforms to that from model of
globalization and both results are advantageous to effective allocation
of international resources we must in practice choose different FDI
models according to different stages in economic development for the
two results have different running costs. At the static angle devel-

oping countries are supposed to select comparative — advantage —



oriented model of FDI while developed countries had better choose
globalization — oriented model. At the dynamic angle with the en-
hancement of economic development level perfection of correspond-
ing market system industrial structure and modern enterprising in-
stitution  developing nations should turn in time to globalized — ori-
ented model from comparative — advantage — oriented one of FDI
actively participating in globalized international production network
and international specialization. In the process of transformation de-
veloping nations ought to pay special attention to the following three
points

D actualize and perfect effective float foreign exchange rate

@ actualize antitrust law so as to keep effective competition
through antitrust committee

@ raise the level of rationalization of enterprises or transnation-
al corporations through institutional innovation and education for en-

trepreneurs.
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