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Does Free Trade Agreement Promote Foreign Direct Ivestment?
Tomoya Takahashi

Abstract

The Korean economy has been a net recipient of foreign direct investment (FDI) according to
media reports. The free trade agreements (FTA) have induced the inflow of FDI to Korea to raise.
This may not be correct in a strategic oligopoly market.

We examine the foreign direct investment decisions in the oligopoly model of Brander-Spencer
type. We find that the FDI decisions of a firm of the home country outside FTA will be subject to im-

port taxes by third country and may decrease the levels of import ones.
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