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Abstract
This paper investigates the "follow the customer" hypothesis using the case of foreign bank
expansions in Taiwan. Our customers here contain both corporate entities and individuals,
where the former is commonly seen in the literature, the latter has not yet been explored
except for Esperanca and Gulamhussen (2001). Because of Taiwan's unique features, our
individual customers include only the Philippine and Thai laborers. Furthermore, we also
consider two types of foreign expansions, where the first one is physical expansion by
setting up new branches by foreign banks and the second one is financial expansion,
including increasing invested capital, asset, deposit, loan, revenue and personnel expenses.
Our results show that when foreign expansion is the physical expansion, the hypothesis
holds for both corporate and individual customers. However, when it is financial expansion,
results change slightly for different proxies of financial expansion.
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(Comparative Advantage

Theory) (Gravity Model) (Eclectic Theory)

(Follow the Customers)

Focarelli Pozzolo (2000) 

( GDP ) Di Giovanni (2005) 

GDP 

(Ownership Specific Advantage) (Location

Specific Advantage) (Internalization Advantage) Di Antonio Mariotti

Piscitello (2002)

( )

Grosse 

Goldberg (1991) Fisher Molyneux (1996) Esperanca Gulamhussen (2001) 

Grosse Goldberg (1991) 

Fisher Molyneux (1996) 

(Non-corporate)
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Esperanca Gulamhussen (2001) 

Esperanca Gulamhussen (2001) 

( 1)

1994 2004 14 

( 2)

( 3)

Huang Nguyen (2004) 

3

1

2

3

Grosse Goldberg (1991) Budzeika (1991) Fisher Molyneux (1996) Miller Parkhe

(1998) Buch (2000) Moshirian (2001)

2005 3 28 
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Sabi (1988) 

( 4) Focarelli Pozzolo (2000, 2001,

2005) Esperanca Gulamhussen (2001) Di Giovanni (2005)

( 5) Buch DeLong (2001) 

Moshirian (2001)

Di Giovanni (2005) 1990

1999 

(Common Language) (Regional

Trade Agreements) ( 6)

Dunning (1977) 

Di Antonio et al. (2002) 

(

)

4

4

5

6

Focarelli Pozzolo (2000) Di Giovanni (2005) GDP

GDP Esperanca Gulamhussen (2001) 500 

Moshirian (2001) GDP Buch DeLong (2001) 

GDP

(Custom Unions) (Free Trade Agreements) 

(Service Agreements) ( ) 
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(Higher Level of Commitment) Moshirian (2001) 

Bevan Estrin Meyer (2004) 

Outreville (2007) 

(Cultural Distance) 

( 7)

Grosse

Goldberg (1991) Fisher Molyneux (1996) Miller Parkhe (1998) Buch (2000)

Esperanca Gulamhussen (2001) Seth Nolle 

Mohanty (1998) ( 8) 

Esperanca Gulamhussen (2001) 

( ) 

(1997) Huang Nguyen (2004) (1997) 

5

7

8

Williams (2002) (Defensive Expansion) 

( ) 
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Huang Nguyen (2004) 

14 

1994 2004 21 

14 

44 

1 14 14 

1994 1998 

94 2004 72 14 

2000 2004 

1

6
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(1) (2) 

FB_Cit = 0 1 BiTradeit 2 FDIit 3 MSize 4 GDP_HMit

5 GDP_TWt it                                                                                                                   (1)

i i = 1,..., 14 t , t = 1994, ..., 2004

FB_C 14 

FB_Ljt = 0 1 Flaborjt 2 MSizejt 3 GDP_HMjt 4 GDP_TWt jt           (2)

j j = 1,2 t , t = 1994, ..., 2004 FB_L

(FB_C FB_L) 

Goldberg Johnson (1990) Grosse Goldberg

(1991) Hondroyiannis Papapetrou (1996) Miller Parkhe (1998) Esperanca 

Gulamhussen (2001) Choi Tschoegl Yu (1986)
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Wengel (1995) Brealey Kaplanis (1996) Choi Park Tschoegl (1996, 2003)

Focarelli Pozzolo (2000, 2001) Di Antonio et al. (2002)  

Sabi (1995) Buch (2000) Moshirian (2001) 

Cooper Fraser Rose Wolken (1989)

Budzeika (1991) Goldberg Helsley Levi (1989)

Fisher Molyneux (1996) 

(BiTrade) (FDI) Focarelli Pozzolo (2000) 

Grosse Goldberg (1991) Budzeika (1991)

Brealey Kaplanis (1996) ( 9) Fisher Molyneux (1996) Miller Parkhe (1998)

Buch (2000) Moshirian (2001) 

1 2 

FLabor

Esperanca Gulamhussen (2001) 

1 

Msize

(Demand Deposit) (Time and Foreign Currency Deposit)

( 10)

( 11)

Msize

9

9

10

11

Brealey Kaplanis (1996) 

Grosse Goldberg (1991) Fisher Molyneux (1996) Esperanca 

Gulamhussen (2001)

Grosse Goldberg (1991) Fisher Molyneux (1996) Esperanca Gulamhussen (2001) 
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International

Financial Statistics (IFS) IFS 

1989 10 1993 

97,565 

1994 2004 11 

1

154 14 

6 1 

28 1997 1998

1 3 

10

12

13

Balasubramanyam Sapsford Griffiths (2002) GDP 

GDP EU NAFTA 

Bevan et al. (2004) 
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19 2

10 1994 

3 8 2000 14 3 

11

14 1994 2004 

(Panel Data) 2 

3 7 

Random

Effect Fixed Effect 

2 14 

(BiTrade) 

(FDI) 
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(Msize) 

Huang Nguyen (2004) 

FDI Huang Nguyen (2004) 

FDI 

1980 2000 10 

1994 2004 14 

(Pooled-data) 

FDI 10 (Shares)

( 14)

Huang Nguyen (2004) 

12

14 Huang Nguyen (2004) Table 1 Table 2
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( )

(The International Labour Organization ILO) 

(International Labour Migration Statistics) ILO 
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( 15)
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4 7 2 ( ) 

2001 4

8 13 

8 95
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16

15 (Australia) (Brunei Darussalam) (Canada) (Hong Kong)

(Israel) (Japan) (Malaysia) (Saudi Arabia)

(Singapore) (Taiwan) (United States)
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(Count Data) Poisson 

(Greene, 2003) 4

17

White

Grosse Goldberg (1991) 

( 16) ( 17)

16

17

Grosse Goldberg (1991) 

Fisher Molyneux (1996) 

Focarelli Pozzolo (2000)

GDP

Esperanca Gulamhussen (2001)
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Fixed Effect Random Effect Random Effect 5
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Chow Lin (1971) y (4n 1) X (4n p)

y = X + E [ ]  = 0 E ' =

C (n 4n) nii = 1 n j = 0 (i j ) ya = Cy Xa=

CX ya Xa A y = Aya

ya = Cy = CX +  C = Xa +  a E [ a ]   = 0 E  a a
'  = C C'

y _ y = Aya 
_ y = A (Xa + a) _ (X + ) = (AXa

_ X) +  (A a
_ ) (1)

y y E [    y _ y]  = 0 (1) 

E [    y _ y]  = (AXa
_ X) = 0 AXa

_ X = 0

(y _ y)

cov (y _ y) = E [    (A a
_ ) (A a

_ )' ]  

= E [    A a
'
a  A' _ '

a A' _ A a
' + ' ]  

= AC C'A' _ C'A' _ AC + 

Chow Lin (1971) 

= [   X'
a (C C')-1Xa ]  

-1  X'
a  (C C')-1  ya  
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