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Abstract
According to the Industrial Development Path
Hypothesis (Dunning, 1981, 1986, 2001), outward
Foreign Direct Investment is symptomatic of
successful advanced industrialised economies. After a
decade of unprecedented growth and prosperity from
the mid-1990s, the Irish economy had reached a
sufficient level of maturity that Irish firms were
beginning to seek new markets in which to invest.

Barry et al’s (2003) authoritative work states that Irish outward FDI is
disproportionately horizontal and oriented towards non-internationally traded
sectors. This study was based exclusively on developed economies – Europe and
North America, rather than developing economies or emerging markets. Such
countries have not yet featured in the literature on outward Irish FDI. Given the
importance of China as the largest global recipient of inward FDI, this book
explores the nature of Irish FDI into China and specifically considers whether
Barry et al’s model on Irish outward FDI holds for current Irish investment into
China. This consideration will be conducted within the framework of Dunning’s
Eclectic Paradigm, which contends that locational, ownership and internalisation
advantages must exist for successful investment to occur.
While the level of Irish FDI into China is limited, research was conducted among
all Irish firms which had invested in China (this research was conducted in 2006
and 2007). It was found that the nature and scope of Irish FDI into China differs
from earlier patterns identified by Barry et al in the case of developed economies.
Irish FDI into China is found to be predominately in the traded sector and can be
described as only marginally horizontal.

In order to gain a deeper understanding of this development, the locational
advantages and disadvantages which China poses are explored. The principal
locational advantage is identified as market opportunity. Perhaps the most
significant challenge facing investors is the risk to the protection of intellectual
property rights (IPR). It is argued that this has the potential to affect the
ownership advantage which Irish MNEs possess. Accordingly, there is a need to
utilise internalisation advantage to protect IPR. Consideration is given to the role
which the state can play in the provision of ‘soft supports’ for investors, primarily
through the provision of market information.
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