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An Entropy Model Relevant to Location Choice for Foreign Subsidiaries

Hiroto SOGA
Kushiro Public University of Economics

This study suggests an entropy model that is relevant to the location choice for subsidiaries of firms. The model
includes the factors of culture, administration, geography, and economy, to reveal differences between the home and
host country. The model can explain the characteristics of the host country in which the subsidiary is established.

Empirical analysis reveals that when the weights of culture (0.1), administration (0.1), economy (0.6), and geography
(0.2) are set, the predictive value of this model is approximated to the actual value. This result demonstrates that the
subsidiaries of Japanese firms are established in countries that are geographically near Japan and have large economies.
This country characteristic corresponds to China, where subsidiaries of Japanese firms have been established.

Therefore, this model is valid and can effectively explain the location choice of firms.
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K1 BERICHFLV A FESZEOHER
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E & =& | (0.25, 0.25, 0.25, 0.25)
TEME | FRETFRE
FE 53%| 21% 2.5877
KE 14%| 14% 0.9708
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SUAFE—IL 2% 0% 7.5264
X¥ 0O 2% 3% 0.6735
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x3 WEBMHERICKELVIA FESR, TNUNDERICTLV A FESZAOHER
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