Web Appendix


This appendix presents summary statistics and results of several robustness checks, some of which are discussed in the main manuscript.  
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A Note on the inverse hyperbolic sine (IHS) transformation used to construct our dependent variable (see footnote 60):

FDI data are highly skewed in their distribution. Because of this, it is common practice to take their natural logarithm as a means of down-weighting distant outliers. However, a log transformation of non-positive values is mathematically undefined, and is thus problematic when there are many zero and negative values in the data. One solution is to use the inverse hyperbolic sine (IHS) transformation (Burbridge, Magee and Robb 1988). IHS is defined as
 , 
and is roughly equal to ln(2x), except for when values of x are very small. As such, regression results using an IHS-transformed dependent variable are interpreted in exactly the same way as when one uses a logarithmic transformation. The important difference is that the IHS transformation can also be applied to non-positive values, negating the need to make any major adjustments to the data prior to transformation. This is the approach we use here.
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Table A0a: Summary Statistics, Developed Countries

	
	Mean
	Std. Dev.
	Min
	Max

	FDI Inflows
	5.64
	4.58
	-9.50
	11.49

	Sanction Busting
	1.77
	3.37
	0
	19

	U.S. Sanctions
	18.36
	8.48
	5
	33

	Target Dependence
	2.05
	2.38
	0.05
	14.17

	Recipient Dependence
	4.50
	4.12
	0.15
	28.78

	U.S. Sanction Target
	0
	0
	0
	0

	Economic Growth
	3.18
	2.56
	-7.28
	12.9

	Per Capita GDP
	9.63
	0.43
	8.09
	10.53

	Population
	16.48
	1.09
	14.85
	18.66

	Liberal Democracy
	9.15
	3.39
	-9
	10

	Regime Durability
	51.24
	36.27
	0
	152

	Civil Conflict
	0.05
	0.21
	0
	1

	Govt. Spending
	18.39
	4.32
	8.09
	29.6

	S-Score with U.S.
	0.52
	0.12
	0.31
	0.97

	U.S. Trade
	8.50
	1.67
	4.95
	12.88

	U.S. Distance
	4506
	1935
	455
	9913

	U.S. FDI Stock
	9.48
	1.62
	6.00
	13.04

	Global U.S. FDI Flows
	56770
	44814
	1923
	216442

	# Countries
	
	
	
	20

	N
	
	
	
	683

	Note: Summary statistics correspond with the sample used for obtaining Table 2 results. This includes all developed countries for which data were available except the U.S.





	Table A0b: Summary Statistics, Developing Countries

	
	Mean
	Std. Dev.
	Min
	Max

	FDI Inflows
	2.14
	4.33
	-9.29
	10.23

	Sanction Busting
	0.29
	0.82
	0
	10

	U.S. Sanctions
	19.62
	8.20
	5
	33

	Target Dependence
	0.37
	0.66
	0
	6.96

	Recipient Dependence
	7.41
	10.14
	0
	167.29

	U.S. Sanction Target
	0.14
	0.35
	0
	1

	Economic Growth
	3.80
	5.63
	-32.10
	39.5

	Per Capita GDP
	7.19
	1.22
	4.44
	10.77

	Population
	16.12
	1.54
	12.80
	20.95

	Liberal Democracy
	-0.12
	7.05
	-10
	10

	Regime Durability
	15.31
	17.35
	0
	102

	Civil Conflict
	0.28
	0.57
	0
	2

	Govt. Spending
	14.63
	6.65
	2.98
	69.5

	S-Score with U.S.
	0.46
	0.21
	0.07
	0.81

	U.S. Trade
	6.20
	2.08
	-1.47
	12.53

	U.S. Distance
	5475
	2346
	1447
	10171

	U.S. FDI Stock
	5.93
	2.97
	-10.02
	11.27

	Global U.S. FDI Flows
	64280
	49236
	1923
	216442

	# Countries
	
	
	
	115

	N
	
	
	
	2180

	Note: Summary statistics correspond with the sample used for obtaining Table 2 results. This includes all developing countries for which data were available.





	

Table A1: Sanction Busting & U.S. FDI Inflows in Developing Countries (Accounting for Outliers)

	
	SB Dummy
	SB Ordinal
	SB Outlier
Dummy
	Top SBers
Dropped‡

	
	
	
	
	

	Sanction Busting
	0.52†
	0.55**
	0.33*
	0.56**

	
	(0.29)
	(0.16)
	(0.17)
	(0.13)

	SB ≥ 4 Dummy
	
	
	1.03
	

	
	
	
	(0.81)
	

	U.S. Sanctions
	-0.013
	-0.015
	-0.014
	-0.023

	
	(0.013)
	(0.013)
	(0.013)
	(0.014)

	U.S. Sanctions Target
	-0.022
	-0.044
	-0.095
	0.008

	
	(0.27)
	(0.27)
	(0.27)
	(0.28)

	Economic Growth
	0.079**
	0.078**
	0.077**
	0.084**

	
	(0.015)
	(0.015)
	(0.015)
	(0.016)

	Per Capita GDP
	0.53**
	0.51**
	0.52**
	0.38**

	
	(0.12)
	(0.12)
	(0.12)
	(0.13)

	Population
	0.52**
	0.50**
	0.50**
	0.35**

	
	(0.10)
	(0.10)
	(0.100)
	(0.11)

	Liberal Democracy
	0.007
	0.010
	0.01
	0.016

	
	(0.015)
	(0.015)
	(0.015)
	(0.015)

	Regime Durability
	-0.003
	-0.004
	-0.004
	-1.7e-04

	
	(0.006)
	(0.006)
	(0.006)
	(0.006)

	Civil Conflict
	-0.54**
	-0.50**
	-0.48**
	-0.40*

	
	(0.17)
	(0.17)
	(0.17)
	(0.18)

	Govt. Spending
	-0.008
	-0.008
	-0.008
	-0.014

	
	(0.013)
	(0.013)
	(0.013)
	(0.013)

	S-Score with U.S.
	1.79**
	1.78**
	1.83**
	1.01

	
	(0.64)
	(0.64)
	(0.64)
	(0.67)

	U.S. Trade
	-0.012
	-0.029
	-0.033
	0.076

	
	(0.094)
	(0.094)
	(0.094)
	(0.098)

	U.S. Distance
	7.9e-05
	7.6e-05
	7.2e-05
	5.2e-05

	
	(4.6e-05)
	(4.6e-05)
	(4.6e-05)
	(4.6e-05)

	U.S. FDI Stock
	0.19**
	0.19**
	0.19**
	0.16**

	
	(0.051)
	(0.051)
	(0.051)
	(0.049)

	Global U.S. FDI Flows
	6.3e-06**
	6.2e-06**
	6.1e-06**
	6.7e-06**

	
	(2.2e-06)
	(2.2e-06)
	(2.2e-06)
	(2.2e-06)

	Constant
	-12.6**
	-11.9**
	-12.1**
	-8.63**

	
	(2.02)
	(2.02)
	(2.00)
	(2.27)

	Observations
	2,180
	2,180
	2,180
	2,060

	Note: Robust standard errors in parentheses, **p<0.01, *p<0.05, †p<0.1
Note: ‡ Top 5 most prolific sanction busters dropped from analysis (Argentina, Brazil, China, Saudi Arabia, USSR/Russia)



Our key findings are robust to down-weighting Sanction Busting outliers. In the first column, results show that even when Sanction Busting is treated as a dummy variable, it still shows a marginally significant positive relationship with U.S. FDI. Sanction Busting is compressed into 4 ordinal categories in the second column (0 = 0; 1 = 1; 2 = 2 or 3; 3 = 4+). A dummy variable that equals 1 when Sanction Busting ≥ 4 is included in the third model. Finally, the top 5 most prolific sanction busters among developing countries over this period are dropped from the analysis presented in the fourth column. In each of these cases, Sanction Busting remains positive and significant, giving us confidence that outliers are not driving our findings.

	Table A2: Trade Dependence & U.S. FDI Inflows in Developing Countries (Accounting for Outliers)

	
	TD & RD Outlier 
Dummies
	TD Outliers ( > 2) 
Dropped

	
	
	

	Target Dependence
	0.74**
	0.65*

	
	(0.24)
	(0.30)

	TD Outlier
	-0.31
	

	
	(0.83)
	

	Recipient Dependence
	-0.028*
	-0.012

	
	(0.011)
	(0.007)

	RD Outlier
	0.97*
	

	
	(0.46)
	

	U.S. Sanctions Target
	-0.098
	-0.11

	
	(0.27)
	(0.28)

	Economic Growth
	0.082**
	0.083**

	
	(0.015)
	(0.016)

	Per Capita GDP
	0.45**
	0.50**

	
	(0.13)
	(0.13)

	Population
	0.43**
	0.52**

	
	(0.11)
	(0.11)

	Liberal Democracy
	0.010
	0.006

	
	(0.015)
	(0.015)

	Regime Durability
	-0.003
	-0.002

	
	(0.006)
	(0.006)

	Civil Conflict
	-0.47**
	-0.47**

	
	(0.17)
	(0.17)

	Govt. Spending
	-0.013
	-0.010

	
	(0.013)
	(0.014)

	S-Score with U.S.
	1.85**
	1.93**

	
	(0.65)
	(0.65)

	U.S. Trade
	-0.052
	-0.083

	
	(0.088)
	(0.089)

	U.S. Distance
	6.4e-05
	5.1e-05

	
	(4.7e-05)
	(4.7e-05)

	U.S. FDI Stock
	0.20**
	0.18**

	
	(0.048)
	(0.048)

	Global U.S. FDI Flows
	5.9e-06**
	5.1e-06*

	
	(2.0e-06)
	(2.0e-06)

	Constant
	-10.6**
	-12.0**

	
	(2.13)
	(2.26)

	Observations
	2,180
	2,112

	R-squared
	0.153
	0.131

	Note: Robust std. errors in parentheses, **p<0.01, *p<0.05



Our key findings are robust to down-weighting Target Dependence outliers. In the first column, dummy variables are included that equal 1 when Target Dep. ≥ 2 and Recip. Dep. ≥ 20, respectively (these correspond with the top of the distribution on each variable). In the second column, the Target Dep. outliers are simply dropped from the analysis. In both cases, Target Dependence remains positive and significant. Interestingly, Rec. Dep. is negative and significant while its outlier dummy is positive and significant. While we don’t want to read too far into this, it might suggest that there is a relationship here that is more nuanced than we’ve allowed for.


	Table A3: Economic, Political, and Geographic Ties to U.S. Sanction Targets & U.S. FDI in Developing Countries

	
	Trade Dep.
	Neighbors
	Def. Pacts
	S-Score
	Combined

	
	
	
	
	
	

	Target Dependence
	0.65**
	
	
	
	0.79**

	
	(0.14)
	
	
	
	(0.15)

	Recipient Dependence
	-0.011
	
	
	
	-0.004

	
	(0.007)
	
	
	
	(0.007)

	Neighboring Targets
	
	-0.090
	
	
	-0.25*

	
	
	(0.097)
	
	
	(0.11)

	Def. Pacts w/ Targets
	
	
	-0.035
	
	-0.017

	
	
	
	(0.046)
	
	(0.048)

	S-Score w/ Targets
	
	
	
	0.012
	0.008

	
	
	
	
	(0.011)
	(0.011)

	U.S. Sanctions Target
	-0.087
	-0.005
	-0.023
	-0.045
	-0.037

	
	(0.27)
	(0.27)
	(0.26)
	(0.26)
	(0.27)

	Economic Growth
	0.080**
	0.081**
	0.081**
	0.081**
	0.081**

	
	(0.015)
	(0.015)
	(0.015)
	(0.015)
	(0.015)

	Per Capita GDP
	0.48**
	0.57**
	0.57**
	0.56**
	0.48**

	
	(0.12)
	(0.12)
	(0.12)
	(0.12)
	(0.12)

	Population
	0.45**
	0.60**
	0.56**
	0.56**
	0.50**

	
	(0.10)
	(0.11)
	(0.10)
	(0.10)
	(0.11)

	Liberal Democracy
	0.01
	0.002
	0.002
	0.002
	0.006

	
	(0.015)
	(0.015)
	(0.015)
	(0.015)
	(0.015)

	Regime Durability
	-0.003
	-0.002
	-0.002
	-0.002
	-0.003

	
	(0.006)
	(0.006)
	(0.006)
	(0.006)
	(0.006)

	Civil Conflict
	-0.47**
	-0.55**
	-0.55**
	-0.55**
	-0.43*

	
	(0.17)
	(0.17)
	(0.17)
	(0.17)
	(0.17)

	Govt. Spending
	-0.013
	-0.007
	-0.009
	-0.009
	-0.01

	
	(0.013)
	(0.013)
	(0.013)
	(0.013)
	(0.013)

	S-Score with U.S.
	1.88**
	1.87**
	1.90**
	1.89**
	2.02**

	
	(0.64)
	(0.65)
	(0.65)
	(0.65)
	(0.65)

	U.S. Trade
	-0.073
	-0.013
	-0.005
	-0.002
	-0.057

	
	(0.088)
	(0.088)
	(0.089)
	(0.088)
	(0.090)

	U.S. Distance
	6.7e-05
	7.6e-05
	6.4e-05
	4.8e-05
	2.7e-05

	
	(4.7e-05)
	(4.6e-05)
	(5.0e-05)
	(5.4e-05)
	(5.6e-05)

	U.S. FDI Stock
	0.20**
	0.19**
	0.20**
	0.20**
	0.19**

	
	(0.048)
	(0.048)
	(0.047)
	(0.046)
	(0.049)

	Global U.S. FDI Flows
	5.6e-06**
	5.9e-06**
	5.8e-06**
	5.6e-06**
	5.6e-06**

	
	(2.0e-06)
	(2.0e-06)
	(2.0e-06)
	(2.0e-06)
	(2.0e-06)

	Constant
	-11.1**
	-14.3**
	-13.7**
	-14.6**
	-12.2**

	
	(2.09)
	(2.07)
	(1.99)
	(2.09)
	(2.24)

	Observations
	2,180
	2,180
	2,180
	2,180
	2,180

	Note: Robust standard errors in parentheses, **p<0.01, *p<0.05



It is possible political and geographic ties with target states also matter. Neighboring Targets counts the number of target states the host borders; Def. Pacts w/ Targets counts the number of target states the host has defensive alliances with; and S-Score w/ Targets calculates the host’s average S-Score with target states. While none of these variables show a strong correlation with U.S. FDI inflows, Target Dependence continues to demonstrate a significant relationship, implying that it is economic ties with target states that investors look to. This is consistent with Early’s findings that economic ties primarily drive sanction busting activity (2009).

	Table A4: U.S. FDI Inflows in Developing Countries (w/ Lagged Dependent Variable)

	
	1
	2
	3

	
	
	
	

	Lagged DV
	0.20**
	0.20**
	0.20**

	
	(0.028)
	(0.028)
	(0.028)

	Sanction Busting
	
	0.35**
	

	
	
	(0.10)
	

	U.S. Sanctions
	
	-0.017
	

	
	
	(0.014)
	

	Target Dependence
	
	
	0.49**

	
	
	
	(0.14)

	Recipient Dependence
	
	
	-0.012

	
	
	
	(0.007)

	U.S. Sanctions Target
	-0.029
	-0.046
	-0.057

	
	(0.27)
	(0.27)
	(0.27)

	Economic Growth
	0.074**
	0.070**
	0.073**

	
	(0.016)
	(0.016)
	(0.016)

	Per Capita GDP
	0.51**
	0.46**
	0.45**

	
	(0.13)
	(0.13)
	(0.13)

	Population
	0.46**
	0.41**
	0.38**

	
	(0.10)
	(0.10)
	(0.11)

	Liberal Democracy
	0.001
	0.007
	0.005

	
	(0.015)
	(0.015)
	(0.016)

	Regime Durability
	-0.0020
	-0.003
	-0.003

	
	(0.0058)
	(0.006)
	(0.006)

	Civil Conflict
	-0.54**
	-0.48**
	-0.47**

	
	(0.18)
	(0.18)
	(0.18)

	Govt. Spending
	-0.014
	-0.014
	-0.018

	
	(0.014)
	(0.014)
	(0.014)

	S-Score with U.S.
	1.50*
	1.48*
	1.57*

	
	(0.65)
	(0.65)
	(0.65)

	U.S. Trade
	0.026
	0.021
	-0.026

	
	(0.092)
	(0.100)
	(0.093)

	U.S. Distance
	6.2e-05
	5.9e-05
	5.4e-05

	
	(4.9e-05)
	(4.9e-05)
	(4.9e-05)

	U.S. FDI Stock
	0.10
	0.096
	0.11

	
	(0.055)
	(0.060)
	(0.056)

	Global U.S. FDI Flows
	4.8e-06*
	5.4e-06*
	4.8e-06*

	
	(2.1e-06)
	(2.3e-06)
	(2.1e-06)

	Constant
	-11.4**
	-9.80**
	-9.37**

	
	(2.07)
	(2.07)
	(2.17)

	Observations
	2,021
	2,021
	2,021

	Note: Robust standard errors in parentheses
**p<0.01, *p<0.05



Our key findings are robust to the inclusion of a lagged dependent variable (LDV). This implies that Sanction Busting and Target Dependence not only have a positive effect on levels of U.S. FDI inflows, but also on the rate of change in U.S. FDI inflows. Interestingly, the LDV itself only takes on a coefficient of .2, suggesting that year-to-year trends in U.S. FDI flows are not particularly strong. Indeed, there is little difference in overall model performance when we include the LDV.
.
	Table A5: Relationship with U.S. Sanctions Targets & U.S. FDI Inflows in Developing Countries (w/ Cap. Account Openness)

	
	1
	2
	3

	
	
	
	

	Account Open
	0.12
	0.13
	0.13

	
	(0.090)
	(0.090)
	(0.090)

	Sanction Busting
	
	0.44**
	

	
	
	(0.10)
	

	U.S. Sanctions
	
	0.016
	

	
	
	(0.016)
	

	Target Dependence
	
	
	0.64**

	
	
	
	(0.16)

	Recipient Dependence
	
	
	-0.0074

	
	
	
	(0.0094)

	U.S. Sanctions Target
	0.028
	-0.081
	-0.018

	
	(0.28)
	(0.28)
	(0.28)

	Economic Growth
	0.081**
	0.081**
	0.080**

	
	(0.018)
	(0.018)
	(0.018)

	Per Capita GDP
	0.55**
	0.52**
	0.47**

	
	(0.14)
	(0.14)
	(0.14)

	Population
	0.59**
	0.55**
	0.49**

	
	(0.12)
	(0.12)
	(0.12)

	Liberal Democracy
	0.0076
	0.011
	0.015

	
	(0.017)
	(0.017)
	(0.017)

	Regime Durability
	-0.0042
	-0.0061
	-0.0057

	
	(0.0064)
	(0.0064)
	(0.0065)

	Civil Conflict
	-0.52**
	-0.45*
	-0.43*

	
	(0.19)
	(0.19)
	(0.19)

	Govt. Spending
	0.0058
	0.0048
	0.0017

	
	(0.015)
	(0.015)
	(0.015)

	S-Score with U.S.
	1.95**
	1.92**
	1.94**

	
	(0.70)
	(0.70)
	(0.71)

	U.S. Trade
	0.028
	-0.061
	-0.035

	
	(0.10)
	(0.11)
	(0.10)

	U.S. Distance
	7.7e-05
	6.6e-05
	6.0e-05

	
	(5.1e-05)
	(5.1e-05)
	(5.1e-05)

	U.S. FDI Stock
	0.17**
	0.19**
	0.17**

	
	(0.056)
	(0.059)
	(0.057)

	Global U.S. FDI Flows
	6.8e-06**
	5.3e-06*
	6.3e-06**

	
	(2.2e-06)
	(2.3e-06)
	(2.2e-06)

	Constant
	-14.6**
	-13.5**
	-11.9**

	
	(2.23)
	(2.25)
	(2.32)

	Observations
	1,899
	1,899
	1,899

	Note: Robust standard errors in parentheses
**p<0.01, *p<0.05



Our base model of U.S. FDI flows includes most standard controls (plus some). However, we did opt to exclude capital accounts openness (Chinn and Ito 2006). This is because including it shrinks our sample size by about 13%, and the variable itself is not significant in any of our models (this non-finding is consistent with other studies of U.S. FDI flows, e.g. Biglaiser and Lektzian 2011). Further, our own key findings change little when we include it, as shown here.
8

