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Abstract:

Foreign direct investment (FDI) influences the hostintry’s economic growth through the
transfer of new technologies and know-how, formmatecd human resources, integration in
global markets, increase of competition, and firnd€velopment and reorganization.
Empirically, a variety of studies considers thatl fj@nerate economic growth in the host
country. However, there is also evidence that DA isource of negative effects. Given this
ambiguity of results, the present paper makes @wewf the existing theoretical and
empirical literature on the subject, intending bed light on the main explanations for the
divergence of results in different studies. Thermmedea that stands out in this review is that
the effects of FDI on economic growth are dependammtthe existing or subsequently
developed internal conditions of the host countgofomic, political, social, cultural or
other). Thus, the host countries authorities haveyarole in creating the conditions that
allow for the leverage of the positive effects ar the reduction of the negative effects of FDI
on the host country’s economic growth.
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1. Introduction

Foreign direct investment (FDI) is generally coesetl, by many international institutions,
politicians and economists, as a factor which enbsaimost country economic growth, as well
as the solution to the economic problems of dewetppountries (Mencinger, 2003). Usually
FDI is defined as an investment involving the tfanf a vast set of assets, including
financial capital, advanced technology and know-hbetter management practices, etc. This
investment is carried out by an entity (a firm ariadividual) in foreign firms, involving an
important equity stake in, or effective managenanitrol (UNCTAD, 2007). Since capital
formation and technological improvement are theanotf economic growth, FDI is expected
to promote host countries’ economic growth (Wan@09. In 2002, OECD reports that
countries with weaker economies consider FDI asotilg source of growth and economic
modernization. For this reason, many governmeraiqolarly in developing countries, give
special treatment to foreign capital (Carkovic &medine, 2002). It is common that countries
have public agencies whose aim is to attract foremyestments using public funds, which
shows that governments are willing to bear somésdosattract such investments (Ford et al.,
2008)!

Despite the fact that the impact of FDI on econogn@avth has been widely studied, there are
still questions concerning the real effects of F@hd also concerning the necessary
conditions and the channels through which FDI le@dkost country economic growth. In
fact, although many studies have confirmed posiiffects of FDI, some authors stress that
there is still no consensus on the degree of thffsets (Blomstrém and Kokko, 1998; Lim,
2001). Also Pessoa (2007) and Wang (2009) repattthie main conclusion to be drawn from
several studies is that results are ambiguous. Agntloa studies that have concluded that FDI
does not cause economic growth are those of HaaldéddHarrison (1993), Grilli and Milesi-
Ferretti (1995) and Javorcik (2004). Others shaee widespread view that FDI generates
economic growth, especially Blomstrom (1986), Deeg@ario (1992), Mody and Wang
(1997), Nair-Reichert and Weinhold (2001), and lekisand Morrissey (2006) studies.
However, as Vissak and Roolaht (2005) pointed tat number of studies that show positive

effects of FDI is much higher than those that fooasiegative effects.

Several explanations have been advanced for trsemiaion of mixed results. According to
UNCTAD (1999), empirical studies show positive oggative effects depending on the

! The most common examples of special treatmeningieeforeign investments atax holidays,exemptions
from import duties, the provision of land for fatids, and the offer of direct subsidig$anson, 2001).

2



variables they use. Mohnen (2001) and Asheghiaf4Rihdicate that it may be caused by
lack of analysis of host country domestic condsioMair-Reichert and Weinhold (2001)
emphasize that it can be caused by potential emotise estimation method. Wang (2009)

suggests that one possible reason is the useabHt, rather than FDI by sector.

Given the lack of consensus regarding the effectsDd in the host country, we consider it
relevant to make a detailed analysis of the exgdiveoretical and empirical literature on this
relationship. On the one hand, the theoreticalrditee will be useful to explain the
mechanisms/channels through which FDI affects emangrowth. Our survey of the existing
theoretical literature allow us to conclude thatl Fbfluences the host country economic
growth through the transfer of new technologies &ndw-how, formation of the human
resources, integration in global markets, incredsbe competition, and firms’ development
and reorganization. On the other hand, an anabfsexisting empirical studies will help to
explain the ambiguity of results. The main ided 8tands out in this review is that the effects
of FDI on economic growth are dependent on thetiagi®r subsequently developed internal
conditions of the host country (economic, politjccial, cultural or other). In this way, local
authorities have a leading role in order to achitheedesired effects. These authorities can
design more appropriate FDI policies so that thentty has the necessary conditions to

leverage the positive effects and mitigate the tiega

This paper is organized as follows. In Section 2pnesent a review of theoretical literature
focusing on the channels through which FDI afféetst country economic growth. In Section
3 we set out some of the empirical studies of thedferts, exploring the main explanations
for the diversity of the results. Finally, in Secti4, we report the main conclusions.

2. The impact of FDI on economic growth: theoretichconsiderations
2.1. Introduction

According to De Mello (1997), the effect of FDI @tonomic growth can be analyzed
considering two sources: factor accumulation atal factor productivity (TFP), according to
neoclassical growth theory and endogenous grovebryh respectively.On the one hand, it

is expected that FDI will increase economic growitough capital accumulation in the host

country. Moreover, it is expected that FDI conttésito increasing the stock of knowledge of

2 Ozturk (2007) states that the empirical literatuseally uses factor accumulation instead of TR tduthe fact
that factor accumulation is easier to quantify andlyze while TFP leads to major measurement diffes, due
to the lack of suitable econometric models andathaglability of appropriate data.
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the host economy and a consequent increase inféatar productivity through the transfer
and dissemination of knowledde.

According to OECD (2002), there are several medmsi/ channels through which FDI can
affect the host country economic growth, and tHect$ of FDI can be positive and / or
negative. Table 1 presents a summary of these mischs, highlighting the impact that is
expected (positive or negative), following OECD @2

Table 1 Factors explaining the impact of FDI on host doyieconomic growth

FDI affects the host country economic growth throud ... impact
Positive Negative

1. Transfer of new technologies and know-how X X

2. Formation of the human resources X X

3. Integration into the global economy X X

4. Increased competition in the host country X X

5. Firms development and restructuring X

6. Difficulty of implementation economic policies X

Source: Own elaboration.

As Table 1 shows, the effects of FDI on host courdconomic growth are, a priori,
ambiguous. There are mechanisms through which ekpected that FDI positively affects
growth but these mechanisms could also trigger gathee effect. So, in the following
subsections we explore these mechanisms, and teefoaus our attention on factors that

may favor the occurrence of benefits to econonmeviin.
2.2. FDI and the transfer of new technologies andriow-how

FDI can affect economic growth through the transfietechnology and know-how, and this

impact can be positive and / or negative.

According to Frindlay (1978), FDI is a way to imgeoa country’s economic performance
through the transmission effect of more advancelnelogies introduced by multinationals.
In fact, multinational firms are often regardedtlas more technologically developed firms.
As stated by Borensztein et al. (1998), this idarpd by the fact that multinational firms are
responsible for almost all the world’s spendingresearch and development (R&D). Also
Ford et al. (2008) consider multinationals as aomapurce of technology dispersion, due to
their presence in various parts of the world.

% For an analytical framework concerning the idearafogenous growth see Wang (2009).
* Firms engaging in FDI are usually defined as malibnals firms (because they own or control assets
different countries).
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The growth rate of a country can be explained l® state of the technology it uses. In
developing countries economic growth depends onirtidementation of more advanced

technology brought in by multinationals (Borensatet al., 1998; Lim, 2001). The existence
of new technologies introduced by multinationaksdie to a reduction of R&D costs of firms

that receive these technologies. In this way, thésms become more competitive

(Berthélemy and Démurger, 2000). Loungani and R#2001) argue that the transfer of
technology could achieve gains that could not deeaed through financial investments or
the purchase of goods and services. FDI is coreidey Saggi (2002), Hermes and Lensink
(2003), and Varamini and Vu (2007) as a predominay of increasing economic growth,

since the transfer of technology and knowledge afitimationals improve local firms’

productivity, which contributes to the growth ofdSs Domestic Product (GDP).

The technology transfers are made to the locallsrppf multinational firms on a voluntary
basis, to improve the products they deliver to th@wodriguez-Clare, 1996). These new
technologies are transferred in the form of tragnitechnical assistance and other information
provided in order to improve production quality amplantity of products that the
multinational purchases (OECD, 2002). The sameysttates that usually multinationals also
provide support to their local suppliers in puréghggaw materials and intermediate products,
and even in the improvement of its facilities. Hoee in sectors of activity with rapid
changes in technologies, the main benefits brobgmmultinationals are the new products and
new production processes (Blomstrom and Kokko, 1L9R8ttaridi (2005) still reports the
link that multinationals establish with local resda entities, such as public institutes and

universities, as a strong source of technologystean

The transfer of technology, however, can also bnegative effects. According to Sen (1998)
multinationals may have an adverse reaction to ¢tmsttry R&D in order to continue to hold
a technological advantage compared to local fitffikis author also notes that with the same
aim multinationals only transfer inappropriate teclogies. Vissak and Roolaht (2005) add
that the host country can become dependent on dgkagias introduced by multinationals.
This study indicates that there is a decline iraldoems’ interest in the production of new
technologies. In these circumstances, the host tgputlependence on multinationals

technology will be perpetuated.

® As a consequence, Sen (1998) points out the isergapayments of royalties that will lead to a ateg
impact on the balance of payments, as we will rejpogection 2.4.
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2.3 FDI and the formation of the human resources

A second channel through which FDI can affect thstltountry’s economic growth is the
formation of the human resources or labor forces Thannel may facilitate the occurrence of

positive effects but also negative effects.

Zhang (2001a) states that FDI is a source of ecangrowth because it carries with know-
how in production and management methods, but a&ghb highly skilled workers.
Additionally, FDI fosters economic development inethost country by increasing its
productive capacity due to the improvement of thleot force. This improvement of the
human capital can occur through informal trainingttworkers receive during the observation
of new operations developed by multinationals (lgam and Razin, 2001; Alfaro et al.,
2004), and through formal training obtained (De I8lel999; Ozturk, 2007). As mentioned,
FDI is a vehicle for the adoption of new technoésgin the host country and because of this,
it is necessary that the labor force is able totheen. What happens often is the lack of this
capacity, which leads the multinationals to provide necessary training and thus increase
capacities in the host country (Borensztein et 18198). According to OECD (2002),

multinationals are a larger source of training thaaral firms.

The training provided by multinationals has repsestons to the economy of the entire
country, since local firms will then hire these wens (Hanson, 2001). Lim (2001) adds that
many employees use new knowledge to create theair foms and then they will transmit
their knowledge to the workers of this new firm. CIE (2002) states that multinationals are
responsible for improving the training of the hostintries, also because they demonstrate to
local authorities the need to have a qualified tdbrce.

As regards the labor force, there also exist negatbnsequences from FDI inflows. The use
of advanced technology by multinationals leadsougrédict the need for fewer workers than
that used by local firms, leading to the consequgrease in unemployment (OECD, 2002).
Additionally, local firms will feel the reductiomithe local authorities’ support (Ford et al.,
2008). These authors argue that local authoritiesfying that multinationals are a source of
training and improving the levels of education lve tountry, reduce public spending in this
area which mitigate the effect of training of thebadr force provided by FDI. Another

negative consequence is that workers with high &itut may leave the country, since there
are no R&D activities that they can engage in enhibst country (Vissak and Roolaht, 2005).



2.4. FDI and integration into global economy

FDI contributes to the integration of the host doyrnnto the global economy, particularly
through the financial flows received from abroade(@D, 2002). This relationship is also
demonstrated by Mencinger (2003), who provides exawie¢ of a clear link between the
increase of FDI and the rapid integration into glolrade. This integration generates
economic growth which is increased as the countgolmes more open (Barry, 2000).
Blomstrém and Kokko (1998) explain that the logahg’ integration in the global market is
also made by copying and attaining of knowledgel gl the multinationals. Multinationals
have higher knowledge about internationalizationalbse they have already gone through
this process. Among the main competitive advantagés by multinationals are the expertise
in marketing, establishment of networks, and coeatand development of international
lobbies. According to Zhang (2001a), the contadhwnultinationals networks is a very
important factor, since there is a possibility tleatal firms learn from the operation of these
networks or to integrate them.

Local firms can learn from multinationals in sevenays. Blomstrom and Kokko (1998)
suggest that some local firms become multinatiosafspliers or subcontractors, which leads
local firms to export, even if it is often with thrultinational brand. The contact with the
multinational brand is also useful in order to Wlse same channels of this brand already
established in the international market (Zhang,1200This will be the first experience in
international markets which then serves to expoodpcts they developed, with its own

brand, to independent customers gained by loaakfi{iMoran, 1999).

Another form of local firms’ integration in the grhational market is through their inclusion
in the multinationals strategy. This may lead Idoahs to follow the multinationals to other

markets or even replace other suppliers in muitnats subsidiaries in other countries
(OECD, 2002). The OECD (2002) study refers to tlaelé associations that multinationals
are generally prominent members, as important esutc pass knowledge about the world
market, because they are a center for exchangel@fant experiences. It also says that in
response to requests from multinationals, localh@ities can create infrastructures
(particularly transportation infrastructures) thall benefit international trade and local firms

that also will use them successfully in their inggronalization. This fact is evidenced by
Gunaydin and Tatoglu (2005) which indicate thatstheonsequences of FDI facilitate the
distribution of raw materials that exist in the tosuntry. Additionally, Ford et al. (2008)

assert that multinationals tend to include theppdiers in international networks to which
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they belong, so that local firms are involved iolgll trade by establishing relations with

other international entities.

The type of FDI is also a factor of integrationoithe global market. When the investment is
only made in assembly lines it is clear the incee@asimports of components, as well as the
increase in exports of final products (Zhang, 200Makki and Somwaru (2004) report that
the increase in exports leads local firms to imprdiveir productivity by better use of their

capacity and access to economies of scale.

The further integration into the global economyyided by FDI can, however, have negative
effects on the host country. Mecinger (2003) sutggsat FDI has a far greater impact for
imports than for exports, which influences negdyitbe balance of payments. This strong
impact on imports is due to the fact that multioasils have great need of goods and raw
materials, and most of the time, these are nolabaj either in quantity or in quality, in the
host country (OECD, 2002). Another explanatiorhit the investment made may have as its
main objective the supply of the local market amgstdoes not encourage exports (Ram and
Zhang, 2002). Vissak and Roolaht (2005) note tHalk iE the easiest source of spreading
economic problems occurring in the world, particylahose that have occurred in the
multinationals countries of origin. Host countriescome more open economies and more
subject to changes in the global economy. But #gative aspects do not stop there. In fact,
the purpose of improving the balance of paymentsutgh the initial financial flows received
is not always achieved in the long run. These &ffean be mitigated or contradicted (in
stages of low FDI inflows) through the usual rejaditon of multinationals subsidiaries profits
to their countries of origin (OECD, 2002; Hansew &and, 2006; Ozturk, 2007), or through
the payment of licenses and royalties due to teeofisechnology held by headquarters (Sen,
1998). Ram and Zhang (2002) and Duttaray et alo§2&how that in the long run the
repatriation of profits is higher than the positisgact of the initial investment. The negative
impacts caused by these outflows of capital, carexdended if these funds are obtained
through credits obtained in the host country (Lamand Razin, 2001).

2.5. FDI and increased competition

According to Lee and Tcha (2004), FDI plays an inguat role in improving the factors of
production and accumulation of capital in the hamintry, due to the competition it creates.
The entry of multinationals increases the supplths host country’s market, so local firms,

in order to maintain their market shares are inducereply to this competition, causing an



increase in productivity, lower prices and a moffecient allocation of resources (Pessoa,
2007). The increased competition causes an incied3&D expenditures by local firms, and
in some cases local firms take advantage of thedwgments made to gain more market
share and also become multinationals’ supplierertBtrom and Kokko, 1998). Existing
firms are forced to improve their technology andthmds to face competition, making
investments in equipment and in its employees (Bdy11997; Driffield, 2000; Varamini
and Vu, 2007). Also the OECD (2002) study stateg #DI has the potential to increase
competitive pressures in the host country andtthatrise is increased as the market is closed.
These effects are directly related to the existampetition in the market and the response
capacity of local firms.

But the increased competition does not produce poBitive effects on the host country.
Zhang (2001b) and Ram and Zhang (2002) argue thatimcreased competition leads
inevitably to the closure of some local firms (tkah not compete with multinationals due to
the advantages they have), which leads to increasedentration in the sector, and in turn
will lead to decreased competition. In order to efathe strong competition from
multinationals, concentration can also occur betwéecal firms to achieve gains in
economies of scale, reducing competition (Loungandl Razin, 2001). Other factors related
to FDI could result in the disappearance of locah$. Hanson (2001) and Zhang (2001b)
report that the increase in income in the nati@w@nomy is not equal for all players in the
economy: multinationals have increased income wishify the increases at the national
level, but local firms are suffering a decline mome which may lead to their disappearance.
Sahoo and Mathiyazhagan (2003) refer to the pdgibf the emergence of a situation of

multinational oligopoly which lead to the disapps@re of local firms.

Competition between multinationals and local firm#l also influences access to human
resources. According to Sylwester (2005), multorais more easily attract the more skilled
workers, either through their economic power ootigh better career possibilities they are
able to offer, removing the workers from local fgrar hindering local firms to capture these
workers. Local firms may also suffer from the irage in FDI due to their reduced structure
compared to the multinationals. Vissak and Roo(@005) argue that to attract FDI local

authorities bear additional costs, it being neagsttamake cuts in public expenditures. These
cuts will have a greater impact on local firms du¢heir smaller size and, therefore, they are
more dependent on the government, including in soases government subsidies that will

be reduced or even canceled.



Finally, another effect that is recorded by sevstaties is that caused by the competition
created in access to credit, which will bring negatconsequences to the host country’s
economy. In fact, multinationals tend to be pafihanced by the host countries financial
markets. This increase in financing needs in thenty will have effects in that market, so it
is predicted that the costs of credit increasethatithe access to credit changes (Lim, 2001;
Carkovic and Levine, 2002; Sylwester, 2005). Mtianals financed in host countries will
reduce their ability to grant loans, making it difiit for local firms to obtain loans.
Additionally, FDI can cause a loss of domestic sgsiwhich further makes the availability to
grant loans worse (Chakraborty and Basu, 2002)s&l@oblems in access to credit are
mainly experienced by local firms which have a dematructure, and then find it difficult to
support the increased costs of credit, plus thesakvbargaining power with financial
institutions (compared to multinationals). This gmtition for funding could precludgome
local firms from necessary investments for theivedepment or even for their maintenance,

which may lead to their disappearance.
2.6. FDI and firms’ development and reorganization

According to Hansen and Rand (2006), FDI is propablkey element in the process of
creating a better economic environment, with cousat] positive effects on economic
growth. In fact, FDI is a source of change in hostintries firms. Two situations are
identified in which local firms feel particularijhdse changes. First, because of their superior
capabilities multinationals are able to enter iséators with high entry barriers, in terms of
local firms. This entry will reduce or eliminateigting monopolies in these sectors, which
will change the structure of national economy (Bstridm and Kokko, 1998). Second, in the
case of FDI being achieved by takeover or by agseof privatization, multinationals force
the adoption of their policies and procedures eftims they acquire, and these measures are
usually complemented by the incorporation of waoskérom other subsidiaries of the
multinational (OECD, 2002). The changes are espgdmaportant if the practices used by
the multinational are more efficient than existmges, which will generate efficiency gains.
The structure of local firms suffers also changes dopying the structures used by

multinationals considered more efficient (Hansed Rand, 2006).

Zhang (2001b) also mentions several changes expedean businesses in China due to FDI.
Firms, before public, were turned into private &rmr public-private partnerships, many of

them due to joint ventures with foreign investgksother phenomenon observed by Zhang

10



(2001b) was the acceleration of policy changesuthinachanges in laws and operating rules of

the market, for an approximation to an open maskehomy.
2.7. FDI and the difficulty of implementation econmnic policies

The host country economy may be affected by thigcdify of implementation of economic
policies, resulting from FDI inflows. In fact, FDhflows are sources of instability by the
difficulty or even impossibility, of predicting tke flows (Vissak and Roolaht, 2005). This
may destabilize the country's economic developrardtaffect negatively the implementation
of economic policies (Sen, 1998; Vissak and Rooldaf05). Another harmful event to the
host country economy occurs if there is a suddehhagh capital inflow because it is likely to
increase inflation in proportion to that inflow (§el998). Additionally, FDI can cause a
decline in the local authorities’ autonomy (Duttart al., 2008). Large multinationals get
control over assets and employment, which enalllesntto influence the political and
economic decisions of the host country authori{i@sang 2001b). Pressures exerted by
multinationals on local authorities to achieve gaim their operations can also be observed,
which may result in policies that are not favoratdehost country economic growth, only
benefiting foreign investors (Zhang, 2001b; Randd adhang, 2002). Due to the
multinationals size and their impact on local ecuores, their strategic decisions can cause
significant changes in the host country, indepeh@érnthe local authorities’ strategies, and
could even be contrary to the desired nationatcpedi(OECD, 2002).

2.8. Positive or negative impact? Explanatory facts

As we have emphasized in previous subsectionse thier several channels through which
FDI can affect the host country’s economic growtid dhe effects can be positive and/or
negative. The explanation of how these effects oocwhat prevents them from occurring is

also subject to discussion and / or explanatiomgelmeral, it is agreed that the positive impact
of FDI on host countries economic growth dependsastain factors that exist or not in those

countries, such as human capital, the trading systiee degree of openness of its economy
(Chowdhury and Mavrotas, 2003), the economic actinelogical conditions (Hansen and

Rand, 2006), and legislation and political stapi{dsheghian, 2004).

An effect that has provided much discussion is dhalysis of the impact of technology
transfers. In this discussion we stress the argtiim@sed on the technological gap (between
developed countries from which generally multina#ils are originate, and the host countries)

due to the total asymmetry of results. On the omedhRomer (1993) defends the ease of
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transfer of technology to host country firms whére technology gap is pronounced. Also
Sj6holm (1999) concludes that major technologiagbsgylead to major transfers. Due to its
absence, any new technology brought into this egumill be quickly implemented. On the

other hand, Borensztein et al. (1998) and OECD 2P@dggests that the technological gap
should not be very strong since when the technodgjap between them is very sharp local
firms do not have capabilities to absorb and / apycthe new technologies brought in by

multinationals.

Additionally, some studies show that technologygsfars from multinationals have a positive
impact only when there is human capital developnoapiable of absorbing and using these
new technologies and methods (e.g. Berthélemy amdubger, 2000; Zhang, 2001a; Hermes
and Lensink, 2003; Makki and Somwaru, 2004; Khaw®af5). Also Lim (2001), Barrios et
al. (2004), and Ford et al. (2008) highlight thlaé impact FDI has on the host country
economy is subject to a direct relationship witd éxisting skills of the labor force, because
if these skills are low the host country can nosiragate and replicate the knowledge
transmitted by multinationals. De Mello (1997) icalies that there is a direct proportionality
between earnings from technology and knowledgesteas and the level of education of the
host country’s labor force. According to this arganty developed countries benefit more
from FDI than the underdeveloped and developinghtes because their human capital is
higher (Li and Liu, 2005). However, Bende- Nabeatal. (2001) found a particular case that
contradicts this idea. In a study that includedrfésian countries, the impact of FDI is
positive and significant in the Philippines and ildrad; however it is negative in Taiwan and
Japan, the more developed countries and with ahighel of education.

Ozturk (2007) adds that, in addition to developtegntries needs to obtain a certain level of
education to gain from the transfers provided by, EBe country also requires a minimum
level of infrastructure. This need was suggeste®éy (1998) as an explanation for the lack

of gains as well as the lack of raw materials enilmong location of the host country.

The failure to take advantage of the transfer @ivkiedge to local firms can also be attributed
to little or no recruitment of local workers forghi positions, and low mobility of workers
from multinationals to local firms (Aitken and Heon, 1999). However, these authors also
refer to other reasons for the reported failureluoed subcontracting, lack of R&D in
subsidiaries and few incentives for multinatiortalsransmit the technology they hold.
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However, it is important to stress that the impEdechnology transfers is only really noticed
in the host country economy if this technologyakevant to several firms / economic sectors
and not for only one firm / sector or just for tim@ltinational engaging in FDI (OECD 2002).
The unsuitableness of the technologiogkestment regarding the existing local firms may n
have a positive impact for economic growth (Beh@& and Démurger, 2000) or even be
harmful (Ram and Zhang, 2002). Different types @&fl Faffect growth in different ways
because the nature of the investment defines haffeitts the local economy (Beugelsdijk et
al., 2008). Factors such as the size of the mtiltinal advantage, the extent of R&D that it
entails, and the growth potential of the sectothim host country is relevant to the impact it
causes (Driffield, 2000). Sen (1998) suggests $kdls of specific use to multinationals do
not contribute to economic growth. The positiveeeffof FDI is only noticed if there are
complementarities between FDI and investments ma@acouraged in the host country (De
Mello, 1997). It is also considered an obstacletie positive effects on host country
economic growth if the technology includes hightspthe products in which it is applied are
inappropriate for the local economy, and the intgre factors used may not be available in

the economy (Duttaray et al., 2008).

Additionally, one could assume that the impact fribrase transfers would only be achieved
in developing or underdeveloped countries, and eountry leader in technology such as the
United States (USA), technology transfer from FBbwd not be very important. However,

Roy and Van den Berg (2006) report that the majasft developed economies depend on

these flows of foreign technology for much of theichnological progress.

Hermes and Lensink (2003) argue that the procegeabinology transfer reaches greater
relevance in countries where there is protectionrfi@llectual property rights. If this does not
happen, multinationals do not use a high levekohhology, which reduces the opportunities
for innovative technology transfers. The same amstlsuggest the correct functioning of

markets for the efficient transfer of technologies.

Omran and Bolbol (2003) report that FDI will onlald to increases in productivity when in
the host country there is competition between mationals and local firms and also a strong
commitment to R&D. Moran (1999) suggests that Fbharmful to host countries’ growth

when the investor is protected from competitiothi@ domestic market, with requirements of
joint ventures and transfers of technology. Sevel@beloping countries have imposed
technology sharing rules with local firms in areatpt to offset the lack of internal conditions

that encourage such a transfer (Nunnenkamp, 2@®hinger and Harrison (2004) pointed
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out that in countries with requirements for investoas a minimum of exports from
production, technology transfer and joint venturaBect negatively the impact that FDI
causes, since multinationals do not have incentivese advanced technology in subsidiaries

located there.

De Mello (1997) stresses that the impact of FDtlm host country economy is expected to
be larger the higher the value-added in produataarsed by the knowledge transferred by the
multinational. Driffield (2000) highlights that iegtments that carry R&D, produce higher
added value, as opposed to other projects thabtloanry, and therefore the effect on growth

will be smaller (as in the case of projects thatrastricted to assembly).

A policy, followed by the host country, with the phasis on promoting exports combined
with a free and competitive market, fosters anlideaate for exploiting the potential of FDI
in promoting economic growth (Balasubramanyam etl&96; Mencinger, 2003). The export
promotion policy as opposed to an import substitupolicy is suggested as one explanation
for the success or failure of the impact of FDI @sonomic growth (Li and Liu, 2005).
According to Balasubramanyam et al. (1996) theetigokenness is also a crucial factor for the

acquisition of growth potential.

Finally, in terms of financial markets, it is cotered that economic growth is only achieved
through FDI when the host country has a sufficiediveloped financial market (Alfaro et
al., 2004; Hansen and Rand, 2006). Countries wdtieb financial systems and better
regulation of financial markets can exploit FDI mcefficiently and thus achieve higher
growth rates (Ozturk, 2007). A "healthy" financimlarket allows entrepreneurs to easily

obtain credit to start new projects and / or expaxidting ones (Ozturk, 2007).

3. Impact of FDI on economic growth: empirical evigince
3.1. Initial considerations

There are a variety of empirical studies that fesusn the influence of FDI on the host
country’s economic growth which includes many coest with different levels of
development, and a more or less long-term analipgspite the alleged benefits of FDI on
host country economic growth, the empirical litarathas not succeeded in establishing a
definitive positive impact (Campos and Kinoshit®02). UNCTAD (1999) analyzed 183
studies covering 30 countries since 1980 and cdeduhat in the majority (55% to 75%)

large positive effects were found but in the renmajrthe effect found was clearly negative.
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OECD (2002) also reports that only 11 in each 1sliss concluded that FDI contribute

positively to economic growth.

In the analysis of some empirical studies carrigvee realize that most of these studies have
concluded that FDI has a positive effect on hosihtty economic growth, although there also
exist studies who have found a negative impact.l&\dnvare that this literature survey does
not cover all the existing studies, we tried theduest possible, considering a wide range of
countries, including countries with different levebf development and geographically
dispersed. We considered studies of 10 developedtiges and 41 developing countries, as

given in Table 2.

Table 2: Countries analysed in the studies surveyed

Developed | USA; United Kingdom (UK); Slovenia; Czech Republktungary; Poland; Slovakia; Estonig,;
countries Lithuania; Latvia

Developing | Hong Kong; South Korea; Brunei; Singapore; Kuwditited Arab Emirates; Bahrain; Qatar;
countries Chile; Argentina; Mexico; Oman; Saudi Arabia; Buliga Romania; Malaysia; Brazil;
Turkey; Lebanon; Colombia; Thailand; Ukraine; Jard@hina; Tunisia; Algeria; Philippines;
Syria; Indonesia; Vietnam; Egypt; Morocco; Indiaads; Myanmar; Cambodia; Yemep;
Mauritania; Sudan; Nigeria; Taiwan

This analysis of major empirical studies that addrthe relationship between FDI and host
country economic growth is organized as followsstRive focus on the studies carried out on
groups of countries (Section 3.2). Then we prefiemistudies that have been produced on a
single country or on a limited number of countriga® result for each being easily identifiable
(Section 3.3). Section 3.4 focuses on the mainaggtions for the ambiguity of the results.
Finally, we present some comments about the dinedf the relationship of FDI to economic
growth (Section 3.5).

3.2. Studies on groups of countries

Focusing on the empirical studies of the impacEDi on host country economic growth,
whose sample includes several countries, TableeSepts a summary of several studies,
which are ordered chronologically. This summaryuk®s on the sample period, the countries

involved, the variables used and the main results.

® The number of studies considered at each levdkwélopment results mainly from the availabilitystidies.
The diversity of country development was verifigdthe World Investment Report (UNCTAD, 2007).
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Table 3: FDI and host country economic growth - resultsmpgical studies on various countries

Study Period Countries Variables (*) FDI impact on growth
GDP; employment; domestic + (with more significance
Sta;?sulkgg? anyam 11997805- 46 developing countries| capital stock; stock of foreign in countries with export
" capital; exports promotion policies)
Borensztein etal; 1970 - 69 developing countries ;ii:ﬁ%?thau(rigs g&ZO\iltvatllh il:lli:t)igl + (magnitude depends on
1998 1989 ping X pital; the existing capital stock
GDP per capita
15 countries from OECDTotal factor productivity (TFP) |+ / - (positive within
1970- |and 17 non-OECIDgrowth; Capital stock; FDI OECD countries but
De Mello, 1999 . - e
1990 countries (Africa and negative in other
America) countries)
Annual growth rate of GDP per
25 countries in transitiongifgl?r;nlgr?t'a:laﬁc?g pﬁ:nc;plta;
Campos and 1990 - |from Central and Eastefn ducation: overnrﬁent y +
Kinoshita, 2002 1998 |Europe and ex-Soviet ' 9
republics consumption as a percentage of .
GDP; FDI; percentage of domestic
investment in GDP; population
Carkovic and 1960 - 72 countries Growth rate of GDP per capita, | FDI has no strong positive
Levine, 2002 1995 FDI impact
Basu et al., 2003 1199756- 23 developing countries GDP; FDI + (and enduring)
g:zgﬁgzairgomes 1970- |18 cpuntries of LatimGDP; FDI; economic freedom .
2003 1999 America
Annual growth rate of GDP per
Choe, 2003 1971 - 80 countries capita; percentage of FDlin GDR; +
1995 percentage of domestic investment
in GDP
Per capita income growth rate
initial per capita income;
Omran and 1990 - Arab countries percentage of FDI in GDP; + (after economic reforms)
Bolbol, 2003 2000 . ! .
percentage of investment in GDR;
financial development
Bulgaria, Czech GDP; FDI; imports; the cost of
Janicki and 1007 Esﬁuglrlc, is;lc;r;:g,labor; the country political risk + (gains are note easily
Wunnava, 2004 gary, i achieved)
Slovakia, Slovenia,
Romania; Ukraine
Investment, population growth,
. . 1970 - . initial GDP per capita, initial .
Li and Liu, 2005 1999 84 countries human capital and FDI inflows b + (only from the 80's)
GDP
31 developing countries GDP; FDI
Hansen e Rand, 1970 - |10 from Africa; 11 from +
2006 2000 Latin America Latina; 1(
from Asia
66 developing countriesGrowth rate of GDP; exports as a . .t
12 Asian countries, 30percentage of GDP; ratio of FDI to+ (but only in 29 cou.ntr|e>
. - 44% of the sample; great
Duttaray et al., 1970 - | Africans, 21  Souththe GDP impact in South America
2008 1996 America and Caribbean P

and 3
countries

other islan

d

countries, lower impact i
Asian countries)

(*) The dependent variable is marked in bold.
Source: Adapted from Ozturk (2007)
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It is important to stress that the conclusions ioletin these studies are for the group and it is
not possible to confirm the result obtained for amly the countries individually. By
considering more than one country, the studieseptean "average" view of the effects. In
this type of study situations occur in which a s&ngery large positive effect can offset a lot
of negative effects of smaller size, and vice velfsthis occurs, the effect with less weight
will be neglected in the analysis, only the finabult prevailing. The advantage of these

studies is that at one view we get an overviewefrelations.

Analyzing Table 3 we realize that from the 13 stgdanalyzed, 11 of them reach a positive
result, one concludes that FDI has no impact om@wmic growth in the host country, and De
Mello (1999) study obtains opposite results in salveountries. In order to avoid some of the
problems caused by analysis of groups of countieshe next section we present several
empirical studies that examine the impact on alsioguntry, or in which one can observe the

outcome for each individual country.
3.3. Studies of individual countries

Results obtained by studies which focus on indi@idiountries are summarized in Table 4.
As in Table 3 studies are ordered chronologicaly] we focus on the same aspects (the

sample period, the countries involved, the varigabiged and the main results).

As Table 4 shows, the majority of studies have destrated that FDI leads to positive effects
on host country economic growth. Although only astady concluded that FDI causes
adverse effects (Mencinger, 2003), there is, howes@me studies that found no statistical
evidence of any relationship, either positive ogateve, between the FDI and economic
growth (e.g. Zhang (2001a), for some of the coestanalised. We can also emphasize that
several papers did not identify whether it was Bt caused economic growth, or whether
the economic growth was causing an increase in fnaydin and Tatoglu, 2005;
Kasibhatla et al., 2008). Finally, in the Chowdharnyd Mavrotas (2003) study it was shown

that for Chile the economic growth was the causénimeases in FDI and not the opposite.
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Table 4: FDI and host country economic growth - resultsrap@ical studies on individual countries

. : : FDI impact on
*
Study Period Countries Variables (*) growth
Bende - Nabend¢ ) . Output growth; FDI; capital stock; labor force; +
and Ford, 1998 1959 - 1995 Taiwan openness; technology transfer; saving; human dgpita
Output growth; FDI; human capital; labor force; "
Stegld(;—oglibende 1970 - 1996 ASEAN countries technology transfer; international trade; learniyg
' doing
Argentina, Brazil,
Colombia, South Korea, + (only in Hong
Zhang, 2001a) | 1980-1997 Hong Kong Tawan, | np op Kong, Indonesia,
Indonesia, Malaysia, Taiwan, Mexico and
Mexico, Singapore; Singapore)
Thailand
Zhang, 2001b) 1984 - 1998 China GDP; FDI; employmgnt, stock of domestic capital;
total factor productivity
Chakraborty and 1974 - 1996 India GDP; FDI; unit labor costs; share of import taxes fin + (in the long run)
Basu, 2002 total tax revenue
Chowdhury and ) . . . . + (only for Malaysia
Mavrotas, 2003 1969 - 2000| Chile, Malaysia; Thailand GDP; FDI and Thailand)
Kohpaiboon, ) ’ GDP, FDI, employment, capital stock, total factor
2003 1970 - 1999 Thailand productivity; stock of human capital *
. . .1 Growth rate of GDP; share of FDI in GDP; initial
Slovakia, Slovenia, Estoniz 'GDP per capita; growth of gross fixed investmentj;
Mencinger, 2003| 1994 - 200[L Hungary, Latvia, Lithuania p pita, g . 9 - ' -
! .| growth of employment; growth of GDP in EU
Poland; Czech Republic ;
countries
Real GDP, Stock of foreign investment; private
Akinlo, 2004 1970 - 2001 Nigeria capital stock.; human capital; economlca!ly e_mtlve + (only after along
labour force; real government consumption; real period)
export
Asheghian, 2004 1960 - 2000 USA GDP; stock of capital; labor +
. Authors cannot prove
Gunaydinand | 419q0 560y Turkey GDP; FDI stock the causality of the
Tatoglu, 2005 : h
relationship
Chang, 2006 1981 - 2008 Taiwan GDE; FDI inflows; FDI outflows; unemployment +
rate; exports
Roy and Van der ) GDP, FDI; domestic investment; exports; imports
Berg, 2006 1970 - 2001 Us. stock of human capital *
Real output; private capital stock; raw labor input
level of human capital; educational level; retwn t| + (but smaller than
Oladipo, 2007 1970 - 2004 Mexico education relative to raw labor input; efficiency that those caused b
production; externality generated by additionatktp domestic investment]
of FDI
Varamini and ] . . s
Vu, 2007 1988 - 2005 Vietnam GDP; FDI; exports; imports +
égoa;nd Wang, 1980 - 1999 China GDP; FDI; domestic investment; imports; exports +
Kasibhatla et al.,| ;-4 _5p5| China, USA, India, Mexico GDP: FDI + (only in India)
2008 UK
Vu, 2008 1990 - 2004 Vietnam Real GDP, labor; physical capital; human capital; +
FDI stock
Baharumshah N
and Almasaied, | 1974 - 2004 Malaysia _Growth.rate of real GDP pe.r capita |n|t!a| +
2009 income; human capital; FDI; domestic investmen

(*) The dependent variable is marked in bold.
Source: Adapted from Ozturk (2007).
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3.4. Ambiguity of results: explanations
3.4.1. Initial considerations

Several explanations have been advanced for theemiaion of mixed results in different
studies. According to UNCTAD (1999), empirical seslshow positive or negative effects
depending on the variables they use. Mohnen (286d)Asheghian (2004) indicate that it
may be caused by lack of analysis of the host cgputhdbmestic conditions. Most of the
studies share the assumption that all nations sitemenon feature5According to Asheghian
(2004), this presumption is not valid, since thare differences between the host countries,
not only in economic, political and institutionarigtures, but also in how they react to
external "shocks". Nair-Reichert and Weinhold (20@finphasize that it can be caused by
potential errors in the estimation method. Wangd@®&uggests that on possible reason is the
use of total FDP In the next subsections we explore the differesfcthe variables and the
differences between countries analyzed, since taeséhe two factors most discussed in the

literature.
3.4.2. The variables used

As noted previously, the vast majority of empiristdies point to the existence of a positive
relationship between FDI and host country econogniosvth. This idea is also supported by

our analysis, as suggested by the observation ggdvon Tables 3 and 4. However, among
the studies analyzed, we found that for similaiquks and for the same countries some of the
results obtained were divergent. It is importansti@ss that these studies include countries
with different levels of development, different &z opposing political structures, dispersed
locations. Due to these factors we will detail thi#erences in the studies that focus on the
following countries: Chile, China, USA, Malaysiadafihailand.

In the first place, it should be noted that thalss use different variables which may explain
the different empirical results. In fact, accordiongNCTAD (1999), empirical studies show

positive or negative effects depending on the Wemthey use. The explanation may be that
FDI affects growth through several channels, asended in Section 2, and which are not

" This idea is confirmed because in most studiesgmted the variables used are generic and do aotie the
particular characteristics of the host country. Bxeeption is the Bengoa and Sanchez-Robles (2808y
which use as variable the freedom of the econonoyvédver, as this work was done on a number of castr
any analysis of a particular country is lost du¢heoverall result presented.

8 Using data from 12 Asian economies over the peti@@7 to 1997, the author found strong evidenceFba
in the manufacturing sector has a significant aositive impact on host country economic growth DI
inflows in nonmanufacturing sectors do not playgaigicant role in enhancing economic growth.
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always correctly measurable (Sohinger and Harri2d04). In fact, the conventional way to
investigate the relationship between economic dmoahd FDI consists of estimating
regressions between the growth rate of GDP andyttwth rate o FDI. However, usually,
other variables are included (such as, human dapitarnational trade, initial GDP, etc.) in

order to capture other influences on economic gnowt

Zhang (2001b) and Xu and Wang (2007) analyzed ffieets of FDI on economic growth in
China (a developing country, as reported in Tablarid concluded that they are positive.
Moreover, Kasibhatla et al. (2008) in an analysigering several countries did not find a
positive impact for China. Kasibhatla et al. (200@)ited their analysis to checking the
relationship between FDI and GDP. Authors who catetl with positive effects also used
labor, stocks of domestic capital and total fagiayductivity (Zhang, 2001b) and domestic
investment, imports and exports (Xu and Wang, 200Hherefore, we realize that the
inclusion of variables led to the finding of poséieffects. We also note the interest to include
the labor force and integration into the globalremay, which are channels through which

FDI can affect economic growth, mentioned above.

Kasibhatla et al. (2008) study is also divergenttmimpact of FDI on economic growth in
the USA (a developed country) contrary to thosaioled by Ashegian (2004) and Roy and
Van der Berg (2006) that have shown positive effeé&s we have mentioned above,
Kasibhatla et al. (2008) only used the analysi&Df and GDP, although studies that have
concluded with positive effects used more variabkeshegian (2004), in addition to GDP,
used the existing FDI capital and labor. Roy and War Berg (2006) included, in addition to
GDP and FDI, the domestic investment, exports, msp@nd human capital existing in the
USA. It is noteworthy that in two studies that hdwend positive effects were introduced the
variables labor (Ashegian, 2004) and existing huegpital (Roy and Van der Berg, 2006).
The use of these variables is, again, of particu@rest because, as we have mentioned in
Section 2.3, the formation of human resources e afrithe channels through which FDI can
cause positive and / or negative effects. It shdaddnoted that these studies also include
variables that are closely related to the integrainto the global economy, which is another
channel than can produce opposite effects. In ffRoy and Van der Berg (2006) study

include exports and imports.

The same differences can be found in the analgsighter countries like Malaysia, Thailand
and Chile. Zhang (2001a) did not find positive iipan economic growth in Malaysia or

Thailand (developing countries) while Kohpaiboofd2) found positive effects in Thailand.
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Bende-Nabend et al. (2001) in an analysis of theA$’ countries, found a positive impact
for these two countries. The same result was obdidly Baharumshah and Almasaied (2009)
for Malaysia, as well as by Chowdhury and Mavraf2803) for the two Asian countries
mentioned. The contrary results for Malaysia andileind may also be explained by the large
difference in the variables usedhang (2001a) used only the stock of FDI and GDP.
Kohpaiboon (2003) used GDP, labor, capital stookaltfactor productivity and stock of
human capital of Thailand. Bende-Nabend et al. 12Q@sed as variables, human capital,
labor force, technology transfer, internationablebaand learning by doing, and Chowdhury
and Mavrotas (2003) used only the FDI and GDP. Aabarumshah and Almasaied (2009)
found positive effects of FDI for Malaysia, usingrhan capital, FDI, domestic investment,

and the initial situation of the country.

For Chile (a developing country) the study of Chbowg and Mavrotas (2003) found no
positive effects of FDI on economic growth. Bengwal Sanchez-Robles (2003), in a study
that included Chile concluded that FDI brings bésefNote that these two studies also
present great discrepancy in the variables usedotimer study used only the FDI and GDP,
while the latter also included an index that meesuhe freedom with which the economy
works. However, this comparison should be analyadthg into account that the study of
Bengoa and Sanchez-Robles (2003) does not hawspéugfic outcome of Chile but only for

the group of countries analyzed.

In summary, the results obtained seem to indidaa¢ the effects of FDI on host country
economic growth are dependent on the variables. usethe examples that have obtained
opposite results, we realize that they use differamiables and / or almost always more
variables. This conclusion may also indicate thaties which have not obtained positive
effects have neglected channels through which Rl affect economic growth. In cases
where there is the inclusion of more variablepjears that the purpose of this addition is to
include domestic conditions of the country undedgt The studies that have found that FDI

causes economic growth, almost all have used \asablated to the labor force.

In fact, in most empirical studies presented weeribat they pay particular attention to the
capabilities of the labor force. These capabilites, however, analyzed by using variables
measured in different ways. We also note that tiseaehigh focus on integration in the global
market, often measured by exports and imports amblas. However, there are other

channels through which FDI can positively or negai affect host country economic growth

® ASEAN - Association of Southeast Asian Nations.
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(as stated in Section 2). For instance, the trandfeew technologies and know-how, and
increased competition. In the studies presentedowned that variables used did not give
particular importance to these two factors. Transfietechnology is used in two studies
(Bende-Nabende and Ford, 1998; Bende-Nabende,e2(dl1), despite having a common
author. However, we did not find in any study amaty the presence of a variable that could
measure the effects of FDI on host country econagroevth through increased competition.
We also noted that no empirical study introducedaable to measure the effects of firms
development and restructuring, a channel that uwgdighted as a source of positive effects
of FDI on host country economic growth. Additioyalivith regard to the difficulty of the
implementation of economic policies (a channel thias highlighted as a source of negative
effects) we cannot find any study that attemptsmeasure its impact. Concerning the
difficulties in obtaining credit, it is also diffidt to find a study analyzing the effects it cayses
however, in three studies were used variableselt investment (Choe, 2003; Mencinger,
2003; Li and Liu, 2005). These variables, althongh measuring the impact that difficulties
in obtaining credit due to FDI causes on econonmowth, may help understand this
phenomenon because if obtaining credit becomesculiffthe investment will be lower.
However, these variables do not allow us to knothig investment is made by multinationals
or by local companies, and it is not possible towknthe source of financing. These
constraints do not give a clear view of the eftiatifficulties in access to credit on economic
growth.

A fact which also can be seen in the studies reskig that those that focus on groups of
countries, although several have been made inahme $eriod, with the same variables and
even countries with similar levels of developmestipw different results. Duttaray et al.
(2008) in a set of 66 geographically dispersed ties) only found positive effects in 29 of
them. The same happened in Zhang (2001a) studyhvanmily has found positive effects for
half of the countries, and has found no relationdldtween FDI and economic growth in the
other countries surveyed. Chowdhury and Mavrot&)3? have found positive effects for
Malaysia and Thailand, but in Chile the evidencevehthat it was the economic growth that
led to increased FDI. Kasibhatla et al. (2008) hamalyzed five countries and only have
found positive effects for India. Since these stadiise the same variables for all countries
and the results differed according to the countuglied, we can conclude that the variables

used should not be seen as the only explanatiaiméombiguity of the results.
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3.4.3. Differences between countries analyzed

Differences between countries under study (in teoindevelopment, geographical location,
political regime, country’s culture) have also bdeghlighted as an explanation for mixed

empirical results.

Regarding the level of development or the geogrgphocation of the recipient country we

realize that they can not be regarded as the splareation. As Zhang (2001a) study shows,
there are positive effect of FDI on economic growthdeveloping countries, such as Hong
Kong, Indonesia and Singapore in Asia and Mexichatin America. On the other hand, the
same study was not able to find the relationshijwéen FDI and economic growth in

countries with similar levels of development (deyshg countries) and geographical
proximity, such as South Korea, Malaysia and Tingildhat are located in Asia, and

Argentina, Colombia and Brazil in America.

The same analysis can be done considering coumtiieglifferent political regimes, such as
the USA and China. Several studies analyzed coadltictht FDI causes economic growth in
these two countries as is the case of Zhang (20&id)Xu and Wang (2007) for China and
Ashegian (2004) and Roy and Van der Berg (2006jHerUSA. We can also emphasize the
Kasibhatla et al. (2008) study that analyzes the ¢auntries and concluded that FDI did not
cause economic growth in either country. In thiywee realize that there exist contradictory
results for countries with very different politicgystems, and in a study that analyzes the two
countries with the same conditions (time and védesbthe results are similar. It should be
noted, however, that none of these studies hawt wesgables that could measure the effects
that this feature causes this relationship. Dedpite absence we consider that the political
system of the host country cannot be portrayedh@sause that explains the different results
for the effects of FDI on economic growth in thés® countries, since the Kasibhatla et al.

(2008) study have used identical measures andnaatdihe same result for the two countries.

Another aspect that can be considered as an explantor the different results is the
country's culture. Considering China and Taiwana@stries with a major cultural proximity,
also here there is different conclusions in thelist that included these countries. In the
studies about Taiwan (Zhang, 2001a; Chang, 200&)résults provide evidence that FDI
causes economic growth. However, in the case afidhe verify that different studies show
different results. In this way, we may concludet tinve cultural effect by itself cannot explain

the differences in results.
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These differences serve to highlight the recomm@maa by Ashegian (2004), mentioned
earlier, which argues that the studies do not cansihe internal characteristics of the host
country of FDI. As we have mentioned, countrieshwsimilarities in several aspects had
different results, adding that in these cases #i@bles used are the same and do not justify

the differences in the results.
3.5. The direction of the relationship of economigrowth / FDI

So far we have only noted the results of varioudist in terms of whether FDI has a positive
or negative impact on economic growth. However,dhalysis of these studies, allow us to
conclude that the causal relationship may be tip@sife. That is, several studies suggest the
existence of a causal relationship in both diretibetween FDI and economic growth. In
fact, several studies (e.g. Chowdhury and Mavro2@83; Gunaydin and Tatoglu, 2005;
Kasibhatla et al., 2008) found evidence that gassible that is not FDI that causes economic
growth, but the opposite: the host country's ecanarowth attracts FDI. This relationship
was proved by Chowdhury and Mavrotas (2003). Ulegsame methodology and variables
to study three countries they found opposite resuittwo of the countries the result indicates
that FDI causes economic growth. However, the aatboncluded that in the case of Chile it
was the economic growth that led to increases ihdaptured. The other two studies did not
find results so clear. Gunaydin and Tatoglu (200&)e studied only one country (Turkey)
and show doubt as to the direction of this relatiop. Kasibhatla et al. (2008) have analyzed
a number of countries with some heterogeneity amg ooncluded that FDI has caused
economic growth in India. In the other countrieslied in the study (China, USA, Mexico
and UK) the conclusion was that FDI causes econgnowth but also that economic growth
is the cause for attracting FDI. So the authorsnotwclearly conclude that the FDI is the

source of the relationship and not the reverse.

To sum up, we realize that in many of the studied were analyzed the possibility that the
direction of relationship is that economic growéad to FDI and not the opposite was not
considered. This lack of concern may indicate $w@he of the results obtained could be
different if studies have attended to the bidii@aail relationship. In this way, future research

in this area should not neglect this causal relatip.
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4. Conclusion

As we have already mentioned, existing literatureéhe impact of FDI on the host countries’
economic growth is quite divergenh fact, despite the vast majority of empirical dias
pointing to the positive impact of FDI, there ahdge who cannot demonstrate this effect.

This difference in results is also subject to camntiexplanations.

There are explanations that point to the fact #matlyses show positive or negative effects
depending on the variables they use. Regardingeptanation, we realize that there are still
gaps in the empirical studies, particularly thoskated to the omission of some channels
through which FDI can affect the host country’s remmic growth. We cannot also consider
that the effects of FDI on economic growth are deleat on the host country’s level of

development or its location. Studies in developeantries obtained different results, as well
as studies carried out in developing and underdeeel countries with many locations. The

same happens with samples including a heterogemgoup of countries.

Additionally, some authors (Mohnen, 2001; Asheghiaf04) indicate that this may be

caused by lack of analysis of the host country’snestic conditions. From the analysis
carried out we have found a common feature in robte studies analyzed. Almost all of the
works suggest that the effects of FDI depend omnibst varied conditions existing in each
country, when FDI occurred or provided subsequentirether they can be economic,

political, social, cultural or other. The reasonesinfrequently mentioned derived from the
way the country can benefit from the presence dfinationals and the advantages they carry
and that can be used to improve the host countigésmomy performance. Among these, the
most mentioned is how the host country can gaimdigg more advanced technologies and
knowledge. Another gap that has particular relegasdhe lack of studies that examine the
existence of technological gaps in the resultsiif &h economic growth. As noted in Section
2.8., this factor is the subject of sharp debate &@nsider that it would be relevant the
existence of studies which measure the existingnigogical level of the host country in

order to obtain results for countries with low ahidgh technological levels. Among the

studies analyzed, we did not find any that ansverissue.

Another explanation, advanced by Wang (2009), sstggéhat one possible reason for the
ambiguity of empirical results is the use of tdt&ll. This is an aspect that deserves attention
in future work, since the majority of existing woukes the total FDI rather than by sectors.

Furthermore, some studies stress that most andiysisses only on whether FDI causes
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economic growth and do not examine whether the ¢mshtry’s economic growth increases
FDI. In these cases results are also ambiguouseTdre studies that analyzed the duality of
relations obtaining contradictory results. Thesailts point to the need that future research in

this area should seek to deepen the type of rakttip between FDI and economic growth.

Another conclusion that emerges from the literaBuerey is that the majority of studies do
not take into account the way FDI can be estaldisheéhe host country. In fact, FDI can be
achieved through a greenfield investment or a mesgecquisition of an existing business.
These two modes of entry will have different consewes both in terms of increased
competition and in terms of corporate restructuriamgd consequently in terms of economic
growth. Future investigations in this area shoubd neglect this aspect, which may help

explain the divergent results of existing empiristidies.

Finally, the main idea that stands out in our revie that the effects of FDI on economic
growth are dependent on the existing or subsequeetieloped internal conditions of the
host country (economic, political, social, cultuoalother). In this way, local authorities have
a leading role in order to achieve the desiredceffeThese authorities can design more
appropriate FDI policies so that the country has mlecessary conditions to leverage the
positive effects and mitigate the negative. Anotipessibility is to select the foreign
investment projects that best meet the countryseed

Referéncias

Aitken, B. and Harrison, A. (1999), “Do domestienfis benefit from FDI? Evidence from

Venezuela” American Economic Review, 89 (3): 605 — 618.

Akinlo, A. (2004), “Foreign direct investment andogth in Nigeria, an empirical
investigation”,Journal of Policy Modeling, 26: 627 — 639.

Alfaro, L., Chanda, A., Kalemli-Ozcan, S. and Say8k(2004), “FDI and economic growth:
the role of local financial marketsJournal of International Economics, 64: 89 — 112.

Asheghian, P. (2004), “Determinants of economioaghoin the United States: the role of
foreign direct investmentinternational Trade Journal, 18 (1): 63 — 83.

Baharumshah, A. and Almasaied, S. (2009), “Fordigect investment and economic growth
in Malaysia: interactions with human capital andaficial deepening”Emerging Markets
Finance & Trade, 45 (1): 90-102.

26



Balasubramanyam, V., Salisu, M. and Sapsford, D96}, “Foreign direct investment as an
engine of growth”Journal of International Trade & Economic Development, 8 (1): 27 — 40.

Barrios, S., Dimelis, S., Louri, H. and Strobl, (2004), “Efficiency spillovers from Foreign
Direct Investment in the EU periphery: a comparmattudy of Greece, Ireland and Spain”,
Review of World Economics, 140 (4): 687 — 705.

Barry, F. (2000), “Foreign direct investment, cosmpetitiveness and the transformation of
the Irish economy’Development Southern Africa, 17 (3): 289 — 305.

Basu, P., Chakraborty, C. and Reagle, D. (2003)betalization, FDI, and growth in
developing countries: a panel cointegration apgrgaeconomic Inquiry, 41 (3): 510 — 516.

Bende—Nabende, A. and Ford, J. (1998), “FDI, poadyustment and endogenous growth:
multiplier effects from a small dynamic model foraiwan, 1959 - 1995”,World
Development, 26 (7): 1315 — 1330.

Bende—Nabende, A., Ford, J. and Slater, J. (206D\, regional economic integration and
endogenous growth: some evidence from Southeast’ ,AZacific Economic Review, 6 (3):
383-399.

Bengoa, M. and Sanchez—Robles, B. (2003), “Fordigect investment, economic freedom
and growth: new evidence from Latin Americ&yropean Journal of Political Economy, 19:
529-545.

Berthélemy, J-C. and Démurger, S. (2000), “Foreligact investment and economic growth:

theory and application to ChinaReview of Development Economics, 4 (2): 140 — 155.

Beugelsdijk, S., Smeets, R. and Zwinkels, R. (200B)e impact of horizontal and vertical
FDI on host’s country economic growthiternational Business Review, 17: 452 — 472.

Blomstrém, M. (1986), “Foreign direct investmentdaproductive efficiency: the case of

Mexico”, Journal of Industrial Economics, 15: 97 — 110.

Blomstrém, M. and Kokko, A. (1998), “Multinationabrporations and spilloversJpurnal of
Economic Surveys, 12 (3): 247 — 277.

Borensztein, E., De Gregorio, J. and Lee, J-W. §.9How does foreign direct investment

affect economic growth?Journal of International Economics, 45: 115 — 135.

27



Campos, N. and Kinoshita, Y. (2002), “Foreign direwestment as technology transferred:
some panel evidence from the transition economiB®,Manchester School, 70 (3): 398—
4109.

Carkovic, M. and Levine, R. (2002), “Does foreignedt investment accelerate growth?” in:
Does Foreign Direct Investment Promote Development? Ed. T. Moran, E. Graham and M.
Blomstrom, Washigton.

Chakraborty, C. and Basu, P. (2002), “Foreign diiegestment and growth in India: a
cointegration approachApplied Economics, 34: 1061 — 1073.

Chang, S. (2006), “The dynamic interactions amomgpifjn direct investment, economic
growth, exports and unemployment: evidence fromwaal, Economic Change &
Restructuring, 38 (3/4): 235 — 256.

Choe, J. (2003), “Do foreign direct investment agdss domestic investment promote

economic growth?”Review of Development Economics, 7 (1): 44 — 57.

Chowdhury, A. and Mavrotas, G. (2003), “FDI and wti. what causes what?”, WIDER
conference on “Sharing global prosperity”, WIDERelI$inquia, Setembro 1 to 18.

De Gregorio, J. (1992), “Economic growth in LatirmArica”, Journal of Development
Economics, 39: 59 — 83.

De Mello, L. (1997), “FDI in developing countriesdhgrowth: a selective surveyJournal of
Development Studies, 34 (1): 1 — 34.

De Mello, L. (1999), “Foreign direct investmentedlgrowth: evidence from time series and
panel data”’Oxford Economic Papers, 51: 133 — 151.

Driffield, N. (2000), “The impact on domestic pradivity of inward investment into the
UK”, Manchester School, 69 (1): 103 — 119.

Duttaray, M., Dutt, A. and Mukhopadhyay, K. (2008Foreign direct investment and
economic growth in less developed countries: an igrap study of causality and
mechanisms”Applied Economics, 40: 1927 — 1939.

Ford, T., Rork, J. and Elmslie, B. (2008), “Foredjrect investment, economic growth, and
the human capital threshold: evidence from US stateview of International Economics,
16 (1): 96 — 113.

28



Frindlay, R. (1978), “Relative backwardness, direoeign investment, and the transfer of

technology: a simple dynamic modeQuarterly Journal of Economics, 92: 1 — 16.

Grilli, V. and Milesi-Ferretti, G. (1995), “Economieffects and structural determinants of

capital controls”]nternational Monetary Fund Saff Papersn® 42, pp 517 — 551.

Gunaydin, |. e Tatoglu, E. (2005), “Does foreigmredit investment promote economic
growth? Evidence form TurkeyThe Multinational Business Review, 13 (2): 89 — 106.

Haddad, M. and Harrison, A. (1993), “Are there pwsi spillovers from direct foreign
investment? Evidence from panel data for Morocdoty nal of Devel opment Economics, 42:
51 - 74.

Hansen, H. and Rand, J. (2006), “On the casuas$ Ib&kween FDI and growth in developing
countries”,World Economy, 29 (1): 21 — 41.

Hanson, G. (2001), “Should countries promote faradgect investment?'(3-24 Discussion
Paper Series, n°® 9.
Hermes, N. and Lensink, R. (2003), “Foreign dinestestment, financial development and

economic growth”Journal of Development Sudies, 40 (1): 142 — 163.

Janicki, H. and Wunnava, P. (2004), “Determinarft§oceign direct investment: empirical

evidence from EU accession candidatégilied Economics, 36: 505 — 509.

Javorcik, B. (2004), “Does foreign direct investmarcrease the productivity of domestic
firms? In search of spillovers through backward&dges” American Economic Review, 94:
605 — 627.

Kasibhatla, K., Stewart, D. and Khojasteh, M. (2008he role of FDI in high medium, low
medium and low income countries during 1970 — 20&%pirical tests and evidence”,
Journal of Business & Economics Sudies, 14 (2): 60 — 72.

Khawar, M. (2005), “Foreign direct investment ancomomic growth: a cross country

analysis”,Global Economy Journal, 5 (1): 1 — 11.

Kohpaiboon, A. (2003), “Foreign Trade Regimes dmeRDI — growth nexus: a case study of
Thailand”,Journal of Development Sudies, 40 (2): 55 — 69.

Kottaridi, C. (2005), “The core-periphery patterfi BDI — led growth and production
structure in the EU"Applied Economics, 37: 99 — 113.

29



Lee, M. and Tcha, M. (2004), “The color of mondye teffects of foreign direct investment
on economic growth in transition economid2&yview of World Economies, 140 (2): 211-229.

Lensink, R. and Morrissey, O (2006), “Foreign direovestment: flows, volatility and the

impacton growth”Review of International Economics, 14 (3): 478 — 493.

Li, X. and Liu, X. (2005), “Foreign direct investmeand economic growth: an increasingly
endogenous relationshiphorld Development, 33 (3): 393 — 407.

Lim, E. (2001), “Determinants of, and the relatibetween, foreign direct investment and
growth: a summary of the recent literatur&iternational Monetary Fund Working Paper,
Middle Eastern Department.

Loungani, P. and Razin, A. (2001), “How beneficial foreign direct investment for

developing countries?Finance and Development, June, International Monetary Fund.

Makki, S. and Somwaru, A. (2004), “Impact of fomeiglirect investment and trade on
economic growth: evidence from developing countrigsnerican Journal of Agricultural
Economics, 86 (3): 795 — 801.

Mencinger, J. (2003), “Does foreign direct investtnalways enhance economic growth?”,
Kilkos, 56 (4): 491 — 508.

Mody, A. and Wang, F. (1997), “Explaining induskrgrowth in coastal China: economic

reforms and what elseNorld Bank Economic Review, 11: 293 — 325.

Mohnen, P. (2001), “International R&D spilloversdaeconomic growth” inlnformation
Technology, Productivity and Economic Growth. Ed. Matti Pohoja, Oxford University Press,
Oxford.

Moran, T. (1999), “Foreign direct investment andvelepment. a reassessment of the
evidence and policy implications” in OECPBoreign Direct Investment, Development and

Corporate Responsihility, Paris: OECD.

Nair-Reichert, U. and Weinhold, D. (2001), “Causatests for cross-country panels: a new
look on FDI and economic growth in developing cowst, Oxford Bulletin of Economics
and Satistics, 63: 153 — 171.

Nunnenkamp, P. (2004), “To what extent can FDI hadpieve international development
goals?”.World Economy, 27 (5): 657 — 677.

30



OECD (2002), “Foreign direct investment for devetgmt: maximising benefits, minimising
costs”. OECD, Paris.

Oladipo, O. (2007), “Foreign direct investment agtbwth in México: an empirical

investigation”,Proceedings of the Northeast Business & Economics Association, pp 87 — 91.

Omran, M. and Bolbol, A. (2003), “Foreign directvastment, financial development and
economic growth: evidence from Arab countrieRéview of Middle East Economics and
Finance, 1 (3): 231 — 249.

Ozturk, 1. (2007), “Foreign direct investment — @tb nexus: a review of the recent
literature”, International Journal of Applied Econometrics and Quantitative Sudies, 4 (2):
79-98.

Pessoa, A. (2007), “FDI and host country produtstiva review”, FEPWorking Papers n°®

251, Portofaculdade de Economia, Universidade do Porto.

Ram, R. and Zhang, K. (2002), “Foreign direct et and economic growth: evidence
form cross-country data for the 1990Etonomic Development and Cultural Change, 51 (1):
205-215.

Rodriguez-Clare, A. (1996), “Multinationals, linkeggand economic developmerimerican
Economic Review, 86 (4): 852 — 873.

Romer, P. (1993), “Idea gaps and object gaps imaoa development”Journal of
Monetary Economics, 32 (3): 543 — 573.

Roy, A. and Van der Berg, H. (2006), “Foreign diraovestment and economic growth: a

time-series approachGlobal Economy Journal, 6 (1): 1 — 19.

Saggi, K. (2002), “On technology transfer from waahd foreign direct investment\orld
Bank Research Observer, 17: 191 — 236.

Sahoo, D. and Mathiyazhagan, M. (2003), “Economimagh in India: does foreign direct

investment inflow matter?’SJingapore Economic Review, 48 (2): 151 — 171.

Sen, H. (1998), “Different arguments for and agathe role and impact of foreign direct
investment on the development potentials of devetppountries: an overviewJournal of
Economics and Administrative Sciences, 13 (1): 181 — 190.

31



Sjoholm, F. (1999), “Technology gap, competitiondaspillovers from direct foreign
investment: evidence from establishment dalatynal of Development Sudies, 36 (1): 53—
73.

Sohinger, J. and Harrison, G. (2004), “The implmasg of foreign direct investment for

development in transition countrie§astern European Economics, 42 (1): 56 — 74.

Sylwester, K. (2005), “Foreign direct investmentpwth and income inequality in less

developed countriesTnternational Review of Applied Economics, 19 (3): 289 — 300.

UNCTAD (1999), “World investment report: foreignrect investment and the challenge of

development”, Nacbes Unidas, Nova lorque e Genebra.

UNCTAD (2007), “World investment report: transnaiab corporations, extractive industries

and development”, Na¢cbGes Unidas, Nova lorque e Bane

Varamini, H. and Vu, A. (2007), “Foreign direct gstment in Vietham and its impact on

economic growth”)nternational Journal of Business Research, 7 (6): 132 — 139.

Vissak, T. and Roolaht, T. (2005), “The negativgatt of foreign direct investment on the

Estonian economy’RProblems of Economic Transition, 48 (2): 43 — 66.

Vu, T. (2008), “Foreign direct investment and englogus growth in Vietnam”Applied
Economics, 40 (9): 1165 — 1173.

Wang, M. (2009), “Manufacturing FDI and economicogth: evidence from Asian

economies”Applied Economics, 41: 991 - 1002.

Xu, G. and Wang, R. (2007), “The effect of foreidimect investment on domestic capital
formation, trade and economic growth in a transiegonomy: evidence from Chinaz)obal
Economy Journal, 7 (2): 1 — 21.

Zhang, K. (2001a), “Does foreign direct investmenbmote economic growth? Evidence

from East Asia and Latina AmericaContemporary Economic Policy, 19 (2): 175 — 185.

Zhang, K. (2001b), “How does foreign direct investrh affect economic growth in
China?”Economics of Transition, 9 (3): 679 — 693.

32



N° 389

NO 388

N° 387

NO 386

N° 385

N° 384

N© 383

N° 382

NO 381

N° 380

N° 379

N° 378

No 377

NO 376

N© 375

NO 374

NO 373

NO 372

N° 371

N° 370

N° 369

N© 368
N° 367
NO 366

N° 365

NO 364

Recent FEP Working Papers

Pedro Mazeda Gil and Fernanda Figueiredo “Firm Size Distribution under Horizontal and
Vertical R&D”, October 2010

Wei Heyuan and Aurora A.C. Teixeira “Is human capital relevant in attracting innovative
EDI to China?”, October 2010

Carlos F. Alves and Cristina Barbot “"Does market concentration of downstream buyers
squeeze upstream suppliers’ market power?”, September 2010

Argentino Pessoa “Competitiveness, Clusters and Policy at the Regional Level: Rhetoric
vs. Practice in Designing Policy for Depressed Regions”, September 2010

Aurora A.C. Teixeira and Margarida Catarino “The importance of Intermediaries
organizations in international R&D cooperation: an empirical multivariate study across
Europe”, July 2010

Mafalda Soeiro and Aurora A.C. Teixeira “Determinants of higher education students’
willingness to pay for violent crime reduction: a contingent valuation study”, July 2010
Armando Silva, “The role of subsidies for exports: Evidence for Portuguese
manufacturing firms”, July 2010

Oscar Afonso, Pedro Neves and Maria Thompsom, “Costly Investment,
Complementarities, International Technological-Knowledge Diffusion and the Skill
Premium?”, July 2010

Pedro Cunha Neves and Sandra Tavares Silva, “Inequality and Growth: Uncovering the
main conclusions from the empirics”, July 2010

Isabel Soares and Paula Sarmento, “Does Unbundling Really Matter? The
Telecommunications and Electricity Cases”, July 2010

Antodnio Branddo and Joana Pinho, “Asymmetric information and exchange of
information about product differentiation”, June 2010

Monica Meireles, Isabel Soares and Oscar Afonso, “Economic Growth, Ecological
Technology and Public Intervention”, June 2010

Nuno Torres, Oscar Afonso and Isabel Soares, “The connection between oil and
economic growth revisited”, May 2010

Ricardo Correia and Carlos Brito, “O Marketing e o Desenvolvimento Turistico: O Caso
de Montalegre”, May 2010

Maria D.M. Oliveira and Aurora A.C. Teixeira, “The determinants of technology transfer
efficiency and the role of innovation policies: a survey”, May 2010

Jodo Correia-da-Silva and Carlos Hervés-Beloso, “Two-period economies with private
state verification”, May 2010

Armando Silva, Oscar Afonso and Ana Paula Africano, “Do Portuguese manufacturing
firms learn by exporting?”, April 2010

Ana Maria Bandeira and Oscar Afonso, “Value of intangibles arising from R&D activities”,
April 2010

Armando Silva, Oscar Afonso and Ana Paula Africano, “Do Portuguese manufacturing
firms self select to exports?”, April 2010

Oscar Afonso, Sara Monteiro and Maria Thompson, “A Growth Model for the Quadruple
Helix Innovation Theory”, April 2010

Armando Silva, Oscar Afonso and Ana Paula Africano, “Economic performance and
international trade engagement: the case of Portuguese manufacturing firms”, April
2010

Andrés Carvajal and Jodo Correia-da-Silva, “Agreeing to Disagree with Multiple Priors”,
April 2010

Pedro Gonzaga, “Simulador de Mercados de Oligopdlio”, March 2010

Aurora A.C. Teixeira and Luis Pinheiro, “The process of emergency, evolution, and
sustainability of University-Firm relations in a context of open innovation ”, March 2010
Miguel Fonseca, Anténio Mendonga and José Passos, “Home Country Trade Effects of
Outward FDI: an analysis of the Portuguese case, 1996-2007”, March 2010

Armando Silva, Ana Paula Africano and Oscar Afonso, “Learning-by-exporting: what we
know and what we would like to know”, March 2010




NO 363

N° 362

N° 361

N° 360

N© 359

N° 358

NO 357

N° 356

NO 355

N© 354

NO 353

N© 352

NO 351

N° 350

N© 349

NO 348

NO 347

NO 346

NO 345

No 344

NO 343
NO 342

Pedro Cosme da Costa Vieira, “O problema do crescente endividamento de Portugal a
luz da New Macroeconomics”, February 2010

Argentino Pessoa, “Reviewing PPP Performance in Developing Economies”, February
2010

Ana Paula Africano, Aurora A.C. Teixeira and André Caiado, “The usefulness of State
trade missions for the internationalization of firms: an econometric analysis”, February
2010

Beatriz Casais and Jodo F. Proenca, “Inhibitions and implications associated with
celebrity participation in social marketing programs focusing on HIV prevention: an
exploratory research”, February 2010

Ana Maria Bandeira, “Valorizacdo de activos intangiveis resultantes de actividades de
I&D”, February 2010

Maria Antonia Rodrigues and Jodo F. Proencga, “SST and the Consumer Behaviour in
Portuguese Financial Services”, January 2010

Carlos Brito and Ricardo Correia, “"Regions as Networks: Towards a Conceptual
Framework of Territorial Dynamics”, January 2010

Pedro Rui Mazeda Gil, Paulo Brito and Oscar Afonso, “Growth and Firm Dynamics with
Horizontal and Vertical R&D”, January 2010

Aurora A.C. Teixeira and José Miguel Silva, “Emergent and declining themes in the
Economics and Management of Innovation scientific area over the past three decades”,
January 2010

José Miguel Silva and Aurora A.C. Teixeira, “Identifying the intellectual scientific basis of
the Economics and Management of Innovation Management area”, January 2010

Paulo Guimaraes, Octavio Figueiredo and Douglas Woodward, “Accounting for
Neighboring Effects in Measures of Spatial Concentration”, December 2009

Vasco Leite, Sofia B.S.D. Castro and Jodo Correia-da-Silva, “A third sector in the core-
periphery model: non-tradable goods”, December 2009

Jodo Correia-da-Silva and Joana Pinho, “Costly horizontal differentiation”, December
2009

Jodo Correia-da-Silva and Joana Resende, “Free daily newspapers: too many incentives
to print?”, December 2009

Ricardo Correia and Carlos Brito, “Andlise Conjunta da Dinédmica Territorial e Industrial:
O Caso da IKEA - Swedwood”, December 2009

Gongalo Faria, Jodo Correia-da-Silva and Claudia Ribeiro, “Dynamic Consumption and
Portfolio Choice with Ambiguity about Stochastic Volatility”, December 2009

André Caiado, Ana Paula Africano and Aurora A.C. Teixeira, “Firms’ perceptions on the
usefulness of State trade missions: an exploratory micro level empirical analysis”,
December 2009

Luis Pinheiro and Aurora A.C. Teixeira, “Bridging University-Firm relationships and Open
Innovation literature: a critical synthesis”, November 2009

Claudia Carvalho, Carlos Brito and José Sarsfield Cabral, “Assessing the Quality of Public
Services: A Conceptual Model”, November 2009

Margarida Catarino and Aurora A.C. Teixeira, “International R&D cooperation: the
perceptions of SMEs and Intermediaries”, November 2009

Nuno Torres, Oscar Afonso and Isabel Soares, “Geographic oil concentration and
economic growth — a panel data analysis”, November 2009

Catarina Roseira and Carlos Brito, “Value Co-Creation with Suppliers”, November 2009

Editor: Sandra Silva (sandras@fep.up.pt)
Download available at:

http://www.fep.up.pt/investigacao/workingpapers/

also in http://ideas.repec.org/PaperSeries.html




FAcUuLDADE DE ECONOMIA DA UNIVERSIDADE DO PORTO
Rua Dr. Roberto Frias, 4200-464 Porto | Tel. 225 571 100

Tel. 225571100 | www.fep.up.pt

www.fep.up.pt



