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A B S T R A C T

The choice of location of foreign direct investments (FDI) by multinational enterprises (MNEs) has been
the subject of intense scrutiny for decades and continues to be so. Yet, the vast diversity in
methodological approaches, levels of analysis, and empirical evidence precludes a comprehensive
understanding of the phenomenon. We review and evaluate 153 quantitative studies on FDI location
choice over four decades from 1976 to 2015 across multiple disciplines, including international business,
management, economics, urban and regional studies, and economic geography. Our review provides a
comprehensive analysis of the empirical evidence and methodological implications to guide future
empirical research on FDI location choice.

ã 2016 Elsevier Inc. All rights reserved.
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1. Introduction

Foreign direct investment (FDI) continues to be an important
driver of international business activities around the World. While
subdued by the global financial crisis starting in 2007, investment
activities of multinational enterprises (MNEs) have picked up again
with global FDI inflows rising by 9% between 2012 and 2013 to
$1.45 trillion according to the 2014 World Investment Report
(UNCTAD, 2014). Building on traditional theories of agglomeration
and institutional economics, the World Investment Report and
other transnational reports provide valuable insights into FDI flow
patterns at the national level. At the same time, an increasing
amount of evidence suggests that MNEs pay equal attention to sub-
national locational advantages offered by local states, municipali-
ties, and cities when selecting a suitable site for their FDI (Goerzen,
Asmussen, & Nielsen, 2013; Cheng, 2007; Ho, 2000). These trends
have led to an ensuing competition for FDI among countries and
sub-national localities based on specific combinations of local
factors that may attract certain types of investments.

A large number of studies have examined the determinants of
location choice of FDI, and this research stream is arguably
reaching a level of maturity where it is valuable to take stock of the
empirical evidence as a basis for further advancing knowledge in
the field. A systematic review facilitates theory development,
closes off areas of inquiry where a plethora of research exists, and
uncovers potential new areas where research is needed (Webster &
Watson, 2002). In this paper, we provide such a review by
developing a framework that allows us to organize and analyze the
existing body of quantitative empirical evidence in a systematic
way. Specifically, we identify the main hypotheses that this
empirical literature has investigated, analyze the research designs
deployed in terms of sampling, econometric approach, units of
analysis, and data source, and assess the extent to which the extant
evidence can be seen to support or refute the theoretical
conjectures. Our review thus extends in several ways the recent
review article by Kim and Aguilera (2015), who provided a broad
overview of the recent FDI location choice literature. Most
importantly, while Kim and Aguilera (2015) contributed to our
theoretical understanding of the mechanisms underlying MNEs’
foreign location choices, our focus is on the empirical evidence of
the factors that influence these choices. Specifically, in this article
we (1) identify the methodological challenges facing researchers
attempting to predict FDI location choice, (2) map the distinct ways
in which extant empirical studies have addressed these challenges,
and (3) correlate these methodological choices with the empirical
support for the various theories in order to assess the validity and
confidence of this evidence. To our knowledge, ours is the first
study that attempts such a comprehensive analysis of methods and
findings in foreign location choice research.

The remainder of this paper is organized as follows. First, we
describe the selection process pertaining to the studies included in
our systematic review. Next, we categorize and analyze the
methodological approaches utilized in the literature in order to
provide a framework for evaluating empirical evidence. We then
provide a brief overview of the theories and associated hypotheses
underlying the FDI location choice literature, and apply this
framework to assess the empirical findings. Finally, we discuss the
research implications of our analysis and provide guidance for
future empirical efforts.

2. Research design for the systematic review

2.1. Selection of articles

To evaluate the methodological and empirical issues in the FDI
location choice literature, we compiled a database of articles that
empirically examine foreign location choices. Unlike previous
reviews that have focused on a limited set of journals (e.g.,
Dunning, 1998; Kim & Aguilera, 2015), we strived to be as
comprehensive as possible in our coverage. As a result, our review
includes studies published in a variety of management, interna-
tional business, economics, geography, and urban planning
journals.

To identify relevant articles, we consulted recent reviews (e.g.,
Dunning, 1998; Kim & Aguilera, 2015) and explored electronic
databases with a variety of search terms. We purposely sampled
broadly using keyword search terms such as FDI location,
investment location choice, determinants of location, and inward
FDI, but also included theoretical terms such as agglomeration,
institutions, clustering, industrial clustering, and global cities.
Because formal search techniques entering index terms or
keywords in electronic databases may overlook important studies;
we also utilized the snowball search technique (Greenhalgh &
Peacock, 2005) by searching the bibliographies of our studies for
additional work of relevance. We limited our review to quantitative
studies that directly proposed and empirically tested determinants
of choice of FDI location; i.e. studies where the dependent variable
was either a choice between alternative locations for a given FDI
(e.g. foreign subsidiary); or a measure of the extent to which FDI
occurred in a given location (e.g. in monetary amounts or counts of
investment projects). We excluded studies where the unit of
analysis was the location of foreign patents; offshore service
projects; or other potential subsets of the firm; as we are interested
in the location of entire foreign subsidiaries; or FDI per se. Our
search yielded a total of 153 studies; which are included in this
review (and marked with asterisks (*) in the reference list). The
studies in our database span the years 1976 to 2015. Table 1
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