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Abstract

Several previous studies have not been able to derive consistent research results on the impact of
the level of corruption in local countries on foreign direct investment. Therefore, in order to suggest
that this study should consider the relative level of corruption rather than the level of absolute
corruption, 1) first, examine the moderating effect of the absolute level of corruption on the
determinants of foreign direct investment, and 2) examine the moderating effect of the relative
corruption on the determinants of foreign direct investment. This study collected 9-year data from
2012 to 2020 based on the Corruption Perceptions Index (CPI) published by Transparency
International. A total of 549 observations (country-year) from 82 countries were sampled and a
generalized estimation equation (GEE) analysis was performed. As a result of empirical analysis, it
was found that the moderating effect of absolute corruption did not appear, whereas the moderating
effect of relative corruption reversed the negative (-) relationship between cultural distance and
foreign direct investment into a positive (+) relationship. Based on these empirical results, this study
suggest that Korean companies need to consider the relative level of corruption with Korea instead
of the absolute level of corruption of the investee when conducting foreign direct investment.
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Fig. 1. The Relationship between The Level
of Corruption and Foreign Direct
Investment in terms of Absolute Corruption
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Fig. 2. The Relationship between The Level
of Corruption and Foreign Direct
Investment in terms of Relative Corruption
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Table 1. Descriptive Statistics: Means, Standard Deviations and Correlations

Variable Mean S.D. 1 2 3 4 5 6 7 8 9
1. FDI 15.98 4.89 1

2. Pop 16.94 1.48 32

3. GDP.G 330 6.1 .03 .04 1

4, C.Tax 2431 6.46 A A3 -02 1

5. FTA 0.53 0.49 S =09 .05 -12" 1

6. GDP 2624 1.49 St 63 .08 S 3t A

7. Dist 899 054 -27r -36™ -.08" .05 -1 =35 1

8. CD 231 11 A =07 .01 A 05 g A9 1

9. AC 5116 21.08 27 -3 -137 -.03 56 33 .02 .35 1

—_
o

R.C 19.36 9.4 .01 .00 .03

09" -3 .03 .01 S 02

Notes: 1. FDI=FDI, Pop=Population, GDP.G=GDP Growth, Tax=Statutory Corporate Income Tax Rate,
FTA=FTA, GDP=GDP, Dist=Distance, C.D=Cultural Distance, A.C=Absolute Corruption,

R.C=Relative Corruption.
2. *pX0.1, ~*p0.05, ***X0.001.
3. N=549.

NEEEIEL

AT Sl FA S = 5 A
= WFER AAs I 1A a2 AR FAbe
SEAQ] 7= AEE APS 3 Ae)7)el
AxFe) T4l TAH JFL v
(Kobrin, 1976). @A|=re] 2= World
Bank (https://data, worldbank,org/)ollA 2t &

Azl 11 A AR e] QPSS o} 2t
or ZAso.

Axzel GDP AFBE dlel ARFA
3340 dFe VAL BAsl Besid
(Kobrin, 1976; Nigh, 1985), &A|=¢] 1434
< P FAE T3 Yo Fo 5 WA
7] wiEolth, FAZe] GDP A4dES World
Bank(https://data, worldbank,org/) ol &7}
3= 2 7P GDP AR ES t1 dE A
A ZAskct

AA =] WlAlE 3 FA=e] v FAl=
of gk sfj o4 FA; oAbaA ol dFFS w1z
tH(Duanmu and Guney, 2009; Grubert and
Mutti, 1991; Hines and Rice, 1994). Z-& <l
AlEe delHel JAEA S ek AAl FA
A BAdel = aglo] ofd 5 glon, o=

11‘

o)A FAE aeshe d=e ZIdaAE
e Aot} WHelAE-S KPMG(http://www,
kpmg.com)ol|A] A|Fsh= A AA 3457]=<]
&1 9] M| &-(Statutory corporate income tax
rate)& ARS8l -1 Al ellA S7g3t St

=5 B3 AxTo| AT FTae] =)
o ol gEAe] AL vA Ao o
48 4 J(ung Jin-Sup and Lee Min-Jae,
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It
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(Liang and Zeger, 1986). GEE&= 7]&9] Ut
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Table 2. GEE Regression Analysis: Absolute Corruption

. Model 1 Model 2 Model 3 Model 4 Model 5
Variable

S.E. B S.E. B S.E. B S.E. B S.E.
Constant -611  (3.76)  -25.89" (8.82)  -26.00" (8.72)  -27.18" (8.83)  -25.66™ (8.80)
Pop 1.28™ (0.23) 0.05  (0.42) 010 (042  -005  (0.43) 006 (042
GDP.G 0.02  (0.02 0.02  (0.02) 002  (0.02) 002  (0.02 002  (0.02
C.Tax -0.05  (0.04) -0.06  (0.01) -0.06  (0.04) -0.05  (0.04) -0.06  (0.04)
FTA 2.3 (0.60) 012 (063  -0.01  (0.63)  -0.04  (0.64) 010 (0.63)
GDP 177 (0.38) 1.73* (0.38) 1.86™*  (0.39) 177 (0.38)
Dist -067  (061)  -063  (0.60)  -056  (0.61) 072 (0.61)
C.D 027 (0.28) 032 (0.28) 031 (0.28) 032 (0.9
AC 0.0  (0.02 002 (0.02) 001 (0.02 002 (0.02)
GDPxA.C -0.01  (0.01)
DistxA.C 0.03  (0.09)
C.DxAC -0.00  (0.01)

Wald chi? 43.76(4) 124.68(8)* 129.41(9) 127.79(9)* 125.73(9)*
N 549 549 549 549 549

Notes: 1. *pX0.1, **1X0.05, ***p<0.001.
AP (GIM)S Egste] whEAQl vk w3t thE3-4 Al (multicollinearity) 2 EH2135}
Hol #=EXE Alole] FWH ek (covariance)d} 7] 98} VIF(Variance Inflation Factor)7A=
ris

B3 FFHA}, Pearson AHHAA B4 9

oh22] (Table 1) ol A=} &
&4 FDI9L 37HA] ST BAA o
AR AA FR2¢ GDPE H(+)9] Foln]sh
A7 = Zo 2 dekon, A3 7
3l Diste= F(-)¢] Fefnlgt AV de A&
glatdnt. ohek #3h4 Agldl C.Dv= A +)
o] fomgt #AZE vehd A I = 3l
Ao, iy Bl A+ fFou)gk A
7F, 4iE Fale folshA g2 #AI7F Ve
g G F Ut ol &es] F HF

o

Arstglen, e 276, HUA@E
2002 vt tseidd el EAIVF §lF
glat sl
GEE #21¢] A¥}= (Table 2), (Table 3) o]
A A HoIQlE}, (Table 2) ol Aoz 3y
FFo) 24 G3E, (Table 3)& A4
FEo] 24 59E SR 45 IR
ok, WA Model 1914 3 2] 2 F2ol] tsh
AT FFEE FAL F 3 FAT
o] Q7o FTA A|A o77} fovighk Ao
2 eI gl ¥HE, GDP e W
AAEL Folgh EA7h vehdA] gkt
Model 22} Model 694 GDP+ FDIC|| tf3}
o W folgk o] #AVE vehd Ag &l
& 5 Sloh webd 7R 12 AA7E =G
Hhd Aed Aeloh 25k Aels = o frel
37 ke ARE HyowM 71 29 7Md 3
2 717k =AU
Ay Fof o dsagel ek 7hd

N

o
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Table 3. GEE Regression Analysis: Relative Corruption

. Model 1 Model 6 Model 7 Model 8 Model 9
Variable
B S.E. B S.E. B S.E. B S.E. B S.E.
Constant -6.11  (3.76)  -25.73"* (8.86)  —24.01* (9.11)  -25.60" (8.82)  -25.46™ (8.43)
Pop 1.28% (023)  -0.16 (0290  -020  (0.29)  -0.45  (0.29)  -022  (0.28)
GDP.G 002 (002  -0.02  (0.02 002 (0.02 002  (0.02 002 (0.02
C.Tax -0.05  (0.04) -0.05  (0.04) -0.05  (0.04) -0.05  (0.04) -0.05  (0.04)
FTA 2.3 (0.60) 021 (0.62) 022 (0.62) 021 (0.62) 044 (0.60)
GDP 1967 (0.29) 194 (0.29) 195 (0.29) 197 (0.28)
Dist -0.74  (0.61) -08.  (0.61) -0.76  (0.61) -0.70  (0.58)
C.D 034 (0.9 036  (0.29) 037 (0.9 047" (0.28)
R.C -0.00 (002  -000  (0.02)  -0.00 (0.02)  -0.00  (0.02)
GDPxR.C -0.01  (0.01)
DistxR.C -0.04  (0.07)
C.DxR.C -0.05™  (0.02)
Wald chi? 43.76(4) 123.47(8)* 124.43(9)* 124.94(9)* 140.57(9)*
N 549 549 549 549 549

Notes: 1. +0.1 *pX0.1, *£0.05, ***£X0.001.

Fig. 3. Relationship between The Cultural Distance and Foreign
Different Levels of Relative Corruption
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