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Distance and Foreign D irect Investnent

G ao Guowei

(Schoolof Econan ics Pek ng U niversity)
Abstract This paper suudies he rehtonshp between dstance and FDI theoretically and enpirically A theoretical FDImodel which
includes mntem ediate goods wage disparity and d stance is constructed i this paper The model ind cates that the volume of FDI
between two countries & negately related w ih the distance between these wo countries In ths mode]l te pumpose of FD I is to
decrease trade cost aswell as to take advantage of lover wage n other countries which is verified by recent em pirical research The
data ofU. S foreign drect nvesment in 2008 is used for an pirical sudy The empiical sudy confims tis propositon
KeyWords D istance ForeignD irect Invesment T ransportation Cost
JEL Chssificatior C82 F21

(FAE Ghti: oK iE )



