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Abstract We study the effect of imported intermediates on firms’ overseas direct invest-
ment (ODI) probability. We find that (1) imported intermediates increase firms’ ODI proba-
bility, by enhancing firms’ productivity and reducing ODI fixed costs, (2) importing interme-
diates from a specific country has a significantly positive effect on ODI probability in the same
country, (3) the effect of importing intermediates is more pronounced when firms import
more contract-intensive products or import from more physically or institutionally distant
countries.
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