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1 DATA COLLECTION, CODING AND SUMMARY STATS

We employ the following search procedures in identifying the relevant studies for our meta

analysis. First, we queried the following databases: Google Scholar, EconLit, Scopus, Web of

PR

Science, and JSTOR for studies using the following key words: “democracy and fdi,” “regime
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type and fdi,” “market size and fdi,” “economic growth and fdi,” “growth and fdi,” “deter-

b}

minants of fdi,” “drivers of fdi,” and “location of fdi.” The search was repeated, replacing
“foreign direct investment” for “fdi.” Second, we determined a list of studies pertaining to
democracy and FDI or to the determinants of FDI and selected the four with citation counts
of 500 or greater (Blonigen 2005; Jensen 2003; Li and Resnick 2003; Noorbakhsh, Paloni,

and Youssef 2001). We then collected those that cited the aforementioned studies. These



searches, which were terminated on October 3rd, 2015, produced a list of 2854 studies, with
two recent FDI publications added to the list.

Our criteria for selecting studies from the 2856 into meta-analysis are as follows: (1)
studies include country-level FDI flows or stocks as the dependent variable, (2) studies
include some measure of democracy or regime type as an independent variable, (3) the study
must be monadic (not dyadic) and cross-national (cross-sectional or panel), (4) studies report
sufficient statistical information, including the coefficient and t-statistic or standard error
for the democracy variable, (5) studies employ multivariate regression, and (6) studies are
written in English.! We limit the analysis to published papers.?

We followed a conservative method for determining inclusion. We screened first by title
with two teams of two coders each for cross validation. If we could absolutely determine
from the title that the study was unrelated (e.g., used only a formal model), the study was
removed. If the title was unclear or if at least one coder included the study, it was kept for
the second round of screening. This left 758 articles eligible for full text screening. After our
reading the full text, an article was excluded if it failed to meet at least one of the previously
mentioned six criteria. Lastly, we removed any duplicates that resulted from using multiple
search terms and databases. Finally, we exclude one study that included only democratic
countries in the sample and a study that used volatility of FDI as the dependent variable.

In one study, only « levels are reported, but not ¢ statistics nor standard errors. We
employed the reported « levels to impute the ¢ statistics and standard errors. We excluded
one outlier estimate with a t-statistic of -173 from Mathur and Singh (2013), due to a likely

an error in the published table because the reported standard error was orders of magnitude

!We eliminated any studies on outflows from a single investing country (such as studies
that look at US FDI or Chinese outward FDI into recipient countries). We did not include

analyses of sectoral FDI flows or stocks.

We did not include working manuscripts or conference papers for those tend to vary
dramatically in terms of quality. The caveat is that those papers might reflect an advance-
ment in estimation techniques and new data, and that they might help correct for potential

publication bias.



smaller than other standard errors reported in the same regression table.

Our final dataset includes 40 studies and 239 model estimates. In our estimation sample,
we create one observation for each statistical model in each article. The full list of studies is
provided in Table A1. The bibliographic information for all included studies is listed in the

references.

2 DEFINITION OF VARIABLES AND SUMMARY STATISTICS

In this section, we define the variables included as design controls. We present summary
statistics for all variables in Table A2 and the distribution of partial correlations and confi-

dence intervals in Figure 1.

e DV logged: Coded one if dependent variable was logged, zero otherwise

e Only developing: Coded one if sample included only developing countries, zero other-
wise

e Non-polity measure: Coded one if regime type is measured using indicator other than
Polity, coded zero if Polity is used

o Country fized effects: Coded one if country fixed effects are used, zero otherwise

e Lagged dependent variable: Coded one if lagged dependent variable is included, zero if

not
e Robust standard errors: Coded one if robust standard errors are used, zero if not
o GMM estimation: Coded one if GMM estimation used, zero if not
o # of years in sample: Equal to the number of years in the data

e —emphPublication year: The year of publication

3 ALTERNATIVE MEASURE OF PUBLICATION BIAS

In Table A3, we present the results using the inverse of the square root of the number of

observations as an alternative measure of precision.



Table Al: Summary of Included Studies

# of models Mean ¢ Min. ¢t Max ¢ Start End
Ahlquist 2006 3 1.504  0.070 2.812 1985 2002
Ali, Fiess & MacDonald 2010 2 0.560  0.490 0.630 1981 2005
Allee & Peinhardt 2011 9 0.800  0.722  0.833 1984 2007
Appel & Loyle 2012 4 -1.101  -1.627 -0.106 1970 2001
Asiedu & Lien 2011 6 3.744  3.741  3.750 1982 2007

Barry, Clay & Flynn 2013 11 1.674 -1.013 3.367 1994 2004
Blanco 2012 6 0.149  -0.035 0.320 1986 2006
Blanton & Blanton 2007 2 1.000  1.000  1.000 1980 2003
Blanton & Blanton 2012 1 0.615  0.615 0.615 1985 2002
Braithwaite, Kucik & Maves 2014 9 0.062 -5.378 2.594 1975 2010
Bussmann 2010 3 2.389 1.929  2.692 1980 2000
Buthe & Milner 2008 3 0.313  -0.033 0.808 1970 2000
Choi & Samy 2008 11 1.462  -0.843 3.097 1985 2002
Choi 2009 11 0.569 -3.760 5.143 1982 1995
Cleeve, Debrah & Yiheyis 2015 14 -0.208 -2.604 2.723 1980 2012
Danzman 2016 4 1.634  1.295 2424 1985 2011
Doces 2010 13 1.924  -4.500 4.361 1982 1999
Garriga & Phillips 2014 11 -0.512  -1.449 1.705 1973 2008
Hecock & Jepson 2013 18 1.274  -0.047 3.400 1972 2008
Holmes Miller, Hitt & Salmador 2013 1 -1.283  -1.283 -1.283 1995 2003
Jakobsen & de Soysa 2006 12 2.594  -2.890 4.840 1984 2001
Jensen & McGillivray 2005 1 1.855  1.855  1.855 1975 1995
Jensen 2003 18 1.286  -3.988  3.669 1990 1997
Jensen 2005 2 1.445  1.250 1.640 1975 1995
Lee & Johnston 2016 4 0.125  0.125  0.125 1971 2006
Lee 2015 10 3.585  0.640 4.708 1987 2006
Lee, Biglaiser & Staats 2014 3 0.200 -0.250 0.750 1970 2007
Lektzian & Biglaiser 2013 4 1.571 1.102  2.072 1969 2000
Li & Resnick 2003 10 -2.897  -5.470 -0.560 1982 1995
Li 2009 8 -2.181  -3.190 -0.110 1982 1995
Mathur & Singh 2013 2 -5.730  -5.737 -5.723 1980 2000
Mengistu & Adhikary 2011 3 -0.562  -1.460 1.106 1996 2007
Negishi 2007 3 1.841  0.855  3.542 1981 2002
Patti & Navarra 2009 1 0.013  0.013 0.013 1980 2003
Payton & Woo 2014 2 0.400 -0.200 1.000 1986 2002
Staats & Biglaiser 2012 4 1.781 1.151  2.558 1996 2007
Average 10.031 0.806 -1.603 2.551 1981.738 2003.162
# observations 229




Table A2: Summary statistics

Variable Mean Std. Dev. Min. Max.
Level
Partial correlation -0.0007 0.12 -0.4 0.22
Std. error of r;; 0.04 0.02 0.02 0.13
Democracy key variable 0.55 0.5 0 1
DV logged 0.59 0.49 0 1
Only developing 0.84 0.37 0 1
Non-polity measure of democracy 0.08 0.28 0 1
Model includes country fixed effects ~ 0.32 0.47 0 1
Lagged dependent variable 0.34 0.47 0 1
Robust standard errors 0.6 0.49 0 1
GMM estimation 0.12 0.32 0 1
# of years in sample 17.65 6.41 9 36
Publication year 2010.22 3.62 2003 2016
N 110
Share
Partial correlation 0.05 0.11 -0.22 043
Std. error of r;; 0.05 0.03 0.02 0.13
Democracy key variable 0.34 0.47 0 1
DV logged 0.04 0.2 0 1
Only developing 0.62 0.49 0 1
Non-polity measure of democracy 0.29 0.46 0 1
Model includes country fixed effects ~ 0.52 0.5 0 1
Lagged dependent variable 0.58 0.5 0 1
Robust standard errors 0.65 0.48 0 1
GMM estimation 0.1 0.3 0 1
# of years in sample 23.47 10.32 6 38
Publication year 2010.55 4.14 2003 2015
N 119




Partial correlation

Partial correlation

Figure 1: Distribution of partial correlations
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4 FURTHER DISCUSSION OF CONTROL VARIABLES

However, a fourth more pernicious and less transparent reason to include control variables
is recently raised by Lenz and Sahn (2017). They demonstrate that the inclusion of control
variables can be utilized to improve the significance of a key variable of interest via a sup-
pression effect. Hence, there is a hidden motive for including controls and indeed, one that
is difficult to discern when reading a published study. Their findings are consistent with our
argument that publication bias is more likely in the case of key variables.

One interpretation of the findings of Lenz and Sahn (2017) is that the cases when democ-
racy is a control may be more informative because additional controls were not selected
to make the coefficient on democracy statistically significant. Indeed, if the coefficient was
statistically significant across many models, we could perhaps infer there is an overall effect
of democracy on FDI. Yet there are several reasons that we caution against that view. Al-
though our focus on how publication bias is worse for key variables and less severe for control
variables, we do not think it is possible to estimate an overall effect of democracy on FDI.
This is in part for the reasons noted in the introduction about meta-analysis of observational
studies, but additionally because, as we show in other work, democracy affects FDI through
different channels (e.g. property rights). Thus the coefficient on democracy itself represents
only one part of its effect on FDI. As a result, even control variable estimates, which are less
contaminated by publication bias, cannot help us estimate an overall effect. Another reason
for this is raised by Keele, Elwert, and Stevenson (2015), who caution against interpreting
all estimated coefficients in a traditional regression framework as causal parameters because
researchers are more careful about isolating effect of key variable on DV either through model
specification or causal identification. Thus, they advise researchers to carefully articulate
the identification motivation for different variables even in the traditional framework. Both
of these reasons suggest that even if control variable estimates are less contaminated by
publication bias, we cannot necessarily view them as an informative estimate of the effect of
interest.

Even if we cannot use control variables to estimate overall effects, our paper has impor-

tant implications for researchers using meta-analysis, especially those interested in evaluating



publication bias. If a paper argues that X has a positive or negative effect on Y, the prob-
ability of publication is low if the coefficient on the key variable is not statistically different
from zero across multiple models. The impact of publication bias on the incentive to submit
and to reject is real. These incentives are amplified in the case of key variables. Previous
meta regressions examining publication bias are likely misspecified according to our result.
If unconditional meta-regression reveals publication bias, it could be much stronger for the
key variable. If unconditional meta-regression did not find evidence of publication bias, it

could be because of a failure to distinguish between the key and control variables.



5 EXCERPT FROM ARTICLES WITH DEMOCRACY AS A CON-
TROL VARIABLE

Table A4:

Discussions of control variables in studies with democracy as a control variable

Motivation

Interpretation

Author &
year

Ali, Fiess &
MacDonald
2010

Allee and Pein-
hardt 2011

Appel and

Loyle 2012

“To assess if property rights security is indeed the in-
stitutional aspect that matters most for FDI, we also
investigate the impact of the following other institu-
tional aspects: democracy (Demo); corruption (Corr);
political instability (Polt); social tension (Soci). Re-
sults are reported in Table 4. We find that once
property rights security is controlled for, other insti-
tutional aspects have no significant impact on FDI;
property rights security remains significant at least at
10% level throughout all model specifications.4 Our
findings identify property rights security is the most
important institutional aspect for FDI, other institu-
tional aspects are therefore likely to impact FDI only
through their impact on property rights” 211

“In addition to these primary hypotheses and vari-
ables of interest, we include in our statistical tests ad-
ditional explanatory variables that should affect FDI
flows into a country One important set of controls
identifies various political and economic “shocks”; that
is, unforeseen negative political and economic develop-
ments that might also lead to reduced FDI. A skeptic
might argue that ICSID disputes merely reflect or re-
sult from! these types of shocks and thus provide no
unique information to firms. However, by controlling
for these other types of information-revealing shocks in
our empirical model, we generate a more difficult test
for our hypotheses that ICSID disputes should have
independent and statistically significant effects on fu-
ture FDI” (417). “The first is the standard Polity
net democracy score, which is scaled at -10 to 10, Al-
though the positive effects of democracy on FDI re-
main debated, we include this democracy variable in
our estimations to facilitate comparability with other
FDI models” (418)

“Based on the existing literature for both FDI and
post-conflict states, we include several control vari-
ables. Our controls can be grouped into three cat-
egories: (1) economic variables, (2) political institu-
tions, and (3) conflict variables. In addition, we in-
clude a Cold War variable in all of our equations to
account for the increase in FDI in the post-Cold War
world. . . We include two variables to measure domestic
political institutions. For both measures, we believe
FDI will be greater when the post-conflict state is more
stable. First, we include a democracy variable since
democratic states are viewed as more secure and stable
compared to non-democratic states (e.g. Jensen, 2003:
200). In our empirical analysis, we include the full net-
Polity scale (autocracy—democracy) which ranges from
—10 to 10 (Marshall & Jaggers, 2002).” (692)

10

“compared with other institutional attributes such as
democracy, corruption, political instability, and social
tension, property rights security appears to be the
most relevant institutional aspect for FDI; once prop-
erty rights security is controlled for, other institutional
attributes lose their significance” (p 215).

“Findings for various domestic political variables are
mixed. The degree to which a country protects prop-
erty rights consistently is positively associated with
increased FDI flows. The coefficient on the property
rights protection variable is positive and significant at
the 95 percent level of confidence across all nine models
presented in Tables 2 and 4. There is suggestive evi-
dence that democratic regimes tend to receive greater
FDI—the estimated coefficient for the democracy vari-
able is always positive—yet it always falls just short
of conventional levels of statistical significance. This
weakly positive finding is not surprising, given debates
and diver gent findings in the existing literature about
whether or not democracy increases FDI” (p428)

“We find mixed support for domestic political institu-
tions. Political constraints are statistically significant
in the expected direction, but regime type is nega-
tive and statistically significant. While the finding for
regime type is contrary to our expectations, it is not
entirely surprising. Resnick (2001), for instance, finds
that in transition economies, democratic states receive
less FDI” (p 693).



Author &

Motivation

Interpretation

year
Barry, Clay
and Flynn
2013

Blanco 2012

Blanton and
Blanton 2007

Blanton and
Blanton 2012

“The control variables used to fill out the rest of the
model represent a fairly standard set of economic and
sociopolitical factors that have been commonly iden-
tified in the existing literature as important deter-
minants of FDI inflows (Jensen 2003, 2006; Li and
Resnick 2003; Blanton and Blanton 2007; Bu the and
Milner 2008)...Among the existing studies concern-
ing the political determinants of FDI, political institu-
tions have largely dominated the debate (Jensen 2003;
Li and Resnick 2003; Li 2006). However, there has
been considerable disagreement over the expected re-
lationship between democracy and foreign investment
inflows. On the one hand, autocrats enjoy the po-
litical flexibility to offer much larger concessions to
prospective investors than can their democratic coun-
terparts (O’Donnell 1978; Oneal 1994). On the other,
democratic institutions can serve to greatly increase
the long-term credibility of government commitments
to maintain market-friendly policies, thus reducing un-
certainty about the future (Olson 1993; Jensen 2006).
Empirical findings have also been occasionally mixed,
particularly when taken alongside direct indicators of
respect for property rights (Li and Resnick 2003). As
such, we do not adopt any strong directional expec-
tations here. However, given its importance in the
literature, we do include the Polity scale as a measure
of democracy.” (537-8)

“The specification of the model has several control
variables found to be important determinants of FDI
in previous analysis” 1341

“We also incorporate control variables that are widely
used in extant studies. .. Democracy may be related to
FDI, though recent studies provide contrasting expec-
tations for the direction of the relationship. Jensen
(2003) argues that democratic countries can credibly
provide a more stable environment for foreign invest-
ment and are thus better hosts for FDI. Li and Resnick
(2003) likewise posit that democracies provide a bet-
ter investment climate in terms of improved prop-
erty rights protections. Yet they note ways in which
democratic governance can discourage FDI. Specifi-
cally, democratic governments are less able to protect
the sometimes monopolistic position of foreign corpo-
rations, more constrained in their ability to offer in-
centives to prospective investors, and more open to
protectionist demands of domestic industries. Empiri-
cal results are similarly divergent—while Jensen finds
a positive relationship between democracy and FDI,
Li and Resnick find a negative relationship between
the two” (147-8)

“Though our focus is on the relationship between la-
bor rights and FDI, other factors influence investment
decisions. We incorporate three sociopolitical factors
that have been found to influence FDI: democracy,
human rights, and human capital.9 Prior analysis has
examined the prospective influence of democracy on
FDI. To the extent that democratic polities constrain
rentseeking behavior of elites (Jakobsen and de Soysa
2006; Jensen 2006; see also Choi and Samy 2008) and
better respect the property rights of investors (Li and
Resnick 2003), democratic governance may encourage
FDI. As Schulz (2007) found, these effects should be
particularly apparent in the manufacturing and ser-
vices sectors. To account for democracy, we use the
index of democratic institutions and governance from
the Polity IV dataset (Marshall, Jaggers, and Gurr
2007)” 279

11

“Larger urban populations, human capital (proxied by
female life expectancy), and democracy also seem at-
tractive to MNCs” (p 558).

“Democracy and internal stability are positive as ex-
pected, but not statistically significant.” (1343)

“Democracy was not a significant determinant of FDI
to the developing world” (151).

“Democracy is not signicant across any of these mod-
els, which indicates that the prospective inuence of
democratic institutions does not have an independent
impact upon FDI decisions beyond that of the other
sociopolitical factors” (p285)



Author &
year

Motivation

Interpretation

Braithwaite,
Braithwaite
and Kucik
2015

Busmann 2010

Buthe and Mil-
ner 2008

Cleeve, Debrah
and Yiheyis
2015

Danzman 2016

Garriga and
Phillips 2013

Hecock and
Jepson 2013

“We include several country-level predictors of FDI
flows that may confound our estimates if omitted. ..
we include a dichotomous indicator of regime type.
Democracies are known to exhibit higher levels of eco-
nomic openness and to receive larger inflows of invest-
ment than their autocratic counterparts. We measure
democracy using the dichotomous coding (Democ-
racy) provided by Cheibub, Gandhi, and Vreeland
(2010)” (494)

“The type of political regime is also potentially im-
portant in determining a country’s attractiveness for
foreign capital. For some, a democratic institution’s
credibility is a main advantage; the protection of civil
liberties gives a sense of security, which motivates
citizens to save and invest (Jensen, 2003). Others
consider democracies to be less attractive because of
pressure for immediate consumption (Sirowy & Inke-
les, 1990). Empirically, the results are not conclusive
(Onmeal, 1994; Jensen, 2003; Resnick, 2001). To test
this relationship, I add Polity IV’s measure of regime
type to the FDI models” 147

“While domestic political institutions are not the main
focus of our analysis, we control for domestic institu-
tional veto players from the start and examine mea-
sures of democracy in the first extension of our main
analysis below” 743

“We also include an institutional variable, POLITY,
as a measure of political participation and the absence
or lack of democratic institutions” 5

“While domestic political institutions are not the main
focus of our analysis, we control for domestic institu-
tional veto players from the start and examine mea-
sures of democracy in the first extension of our main
analysis below...In terms of political control variables,
much research has focused on the effect of domestic in-
stitutions on FDI flows. I consider the role of regime
type through inclusion of Polity 2 (Marshall and Jag-
gers 2002).” 743-4

“A number of factors have been shown to be associ-
ated with FDI levels...Democracy is the 1-7 scale from
Freedom House (2009), reversed so that 0 indicates the
least-free category and 6 indicates the most-free cat-
egory. Empirical results have been mixed for regime
type (Jensen 2006; Li and Resnick 2003)” 288
“because regime has been a focus of a majority of the
studies of the determinants of FDI, we also include
democracy here as a control (reflected in the Polity IV
measurement, Marshall & Jaggers, 2010). Its inclusion
accounts for the possibility that FDI is attracted to
the stability of democracy and for the possibility that
democracies spend more on social programs than their
authoritarian counterparts” (159)

12

“The controls behave largely as expected, which builds
our confidence in the model specification...Lagged FDI
is naturally a strong predictor of investment in year
t. States with more open capital accounts and richer
nations also enjoy comparatively larger inflows of FDI.
And, importantly, democracies receive larger inflows
of foreign capital, supporting the logic that investors
respond favorably to democratic institutions” (495)

“The more democratic countries have higher FDI in-
flows and stock, and longer regime duration, that is,
political stability, also enhances all aspects of FDI”
150

“of the measures of electoral democracy per forms well.
While the signs on the estimated coefficients suggest
that more democracy is correlated with higher subse-
quent FDI (except for ACLP), none of the measures
comes close to statistical significance.” (p 753)

“ The coecient on POLITY is rather unstable, exhibit-
ing a reversal in its sign depending on the HK indicator
used and, more importantly, with changes in the size
and composition of the sample” (p7)

“First, domestic political variables affect investment
flows. Consistent with Henisz (2002), domestic polit-
ical constraints are positively and statistically signifi-
cantly associated with increased infrastructure invest-
ment. A one standard deviation increase in POLCON
above its sample mean is associated with an average
15% to 18% increase in private infrastructure invest-
ment. Conversely, models of total FDI flows show
mixed effects of POLCON on flows and that democ-
racy is positively associated with investment. As a
whole, these results corroborate existing research that
argues that limited government attracts foreign in-
vestors and that measurement issues make uncovering
the precise mechanism elusive” (p768)

“As expected, FDI is positively associated with Mar-
ket size, Economic development, GDP growth, Trade
openness, and Democracy.” (p289)

“in the early period, there is some evidence supporting
the contention that democracy has a positive eect on
investment, though the nding is not robust across all
estimation techniques. In the later period, the results
are unambiguous: we nd no support for the hypothesis
that democratization has an eect on FDI, either pos-
itive or negative. The FDI literature is populated by
incongruent results regarding the eect of democracy on
investment; some ndings are negative and others posi-
tive. Our analysis suggests that the omission of social
programs and human capital from models predicting
FDI may be critical. Perhaps it is the good governance
associated with increases in human capital rather than
democracy per se that aects the ow of investment. If
this is the case, our ndings might help to resolve some
of the starkly contradictory ndings that exist in the
literature.” (p 161)



Author &
year

Motivation

Interpretation

Jensen 2005b

Jensen and
McGillivray
2005

Lee 2015
Lektzian and

Biglaiser 2014

Lee and Jon-
ston 2016

“To test the robustness of the results, I include vari-
ables including the level of democracy and the number
of veto points in the political system. Jensen (2003)
argues that democratic regimes attract higher levels of
FDI. If federal systems are more likely to occur within
democratic regimes, then a spurious correlation could
lead us to associate federal regimes with higher levels
of FDI. To control for this I include a standard mea-
sure of democracy from the Polity IV dataset from
Marshall and Jaggers (2000). This measure classifies
political regimes on a scale from 0 (authoritarian) to
20 (democratic)” 86

“Clearly, other economic and political variables need
to be controlled for in this analysis. These are dis-
cussed in the empirical section of the paper. However,
we take a paragraph here to talk about the effect of
democracy on FDI” 312-313,“To test the effects of po-
litical regimes on economic performance we used the
Polity IV political regime data from Marshall and Jag-
gers (2000)” 315.

“Moreover, political factors may play a significant role
in affecting FDI, as well. Specifically, democratic
countries are found to be more attractive to MNCs
because audience costs and a large number of veto
players lead the executive to credibly commit to re-
spect contracts (Jensen 2003, 2008), and because the
protection of property rights makes democracies a fa-
vorable environment with low risks of expropriation
(Li and Resnick 2003). I thus included democracy in
the model specification. The data are from the Polity
IV project (Marshall and Jaggers 2007), and the in-
dices range from -10 to 10 with 10 as the highest level
of democracy” 9

“We also include controls that are commonly used
in the FDI literature and which may be correlated
with the independent and dependent variables in our
models (King, Keohane, and Verba 1994; Ray 2003).
We group these variables into security, macroeconomic
conditions and economic reforms, and political factors
for expositional purposes...Lastly, regime type and po-
litical institutional stability are expected to influence
risk calculations of global investors. Some argue that
authoritarian governments attract greater FDI (Hunt-
ington 1968; O’Donnell 1978; Oneal 1994), while oth-
ers highlight the democratic advantage (Henisz 2000;
Jensen 2003, 2006, 2008; Li 2006). Despite the differ-
ences on regime type and FDI inflows, nearly all agree
on the benefits of stable political institutions for at-
tracting FDI. To control for regime type, we use the
Polity2 variable contained within the Polity IV data
(Marshall and Jaggers 2006). The Polity2 democracy
measure is on a )10 to 10 scale (with scores closest to
10 representing most democratic)” (69-70)

“We include a battery of control variables that are
standard in the FDI literature...In addition, democ-
racy is included to measure the quality of domestic in-
stitutions that shape the investment climate. Demo-
cratic institutions are more attractive to foreign in-
vestors, and a high degree of property rights protec-
tion is the main reason (Jensen 2008; Li and Resnick
2003)” 440
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“In the next two models, I include the Polity IV mea-
sure of democracy as a control variable. The level of
democracy is positive in both models, but only weakly
signicant in the random effects model. This result
is weaker than the positive link between democracy
and FDI reported by Jensen (2003). One explanation
is that this very limited sample size, 61 countries, is
skewed towards the wealthier more democratic coun-
tries in the sample. More importantly the impact of
the key independent variable, scal federalism, remains
insignicant.” (p89)

“Models 4 and 5 include the Polity IV measure of
democracy. Democracy has a positive and statistically
significant effect on FDI flows. What is interesting is
how democratic institutions interact with federal po-
litical structures.” (p317)

“Democracies are better equipped to attract FDI, con-
sistent with the ndings in Jensen (2003)” (p13)

“Polity, Political Stability, and Trade Openness are the
only controls to reach statistical significance in any of
the models. We should also keep in mind that the de-
pendent variable in Table 2 is change in global FDI
rather than the level of global FDI. Re-estimating Ta-
ble 2 with the level of global FDI as the dependent
variable shows that Polity, Political Stability, and De-
velopment are all positively and significantly related
to FDI, as one would expect.”

“In addition to BITs, Table 1 provides some results
that are noteworthy. FDI from OECD countries has
a significant effect, meaning that OECD countries are
important exporters of FDI. Even when this variable
is con- trolled, however, BITs signed with powerful
countries have a strong effect on FDI, suggesting that
powerful BITs can help attract FDI from non-OECD
countries. Moreover, FDI tends to flow to countries
with a higher level of economic growth or countries
that are more open to trade. Countries are less likely
to attract FDI when their exchange rate is volatile”
(444)



Author &
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Interpretation

Lee et al. 2014

Payton and
‘Woo 2014
Staats and

Biglaiser 2012

“Lastly, we include five factors to control for the
effects that political institutions bring to the equa-
tion: Democracy, Political Stability, Executive Ideol-
ogy, and Conflict. A large debate in the FDI liter-
ature identifies the role of regime type for lessening
investor risk (Jensen 2003, 2006; Li and Resnick 2003;
Tuman and Emmert 2004). We use Polity IV to mea-
sure Democracy, rescaled from a 10-point plus and
minus scale to 0-20, after which we created dummy
variable scores of 0 for countries scoring less than 16,
representing nondemocracies, and 1 for scores of 16 or
more, representing democracies (Marshall and Jaggers
2006)” (401-2)

“We incorporate a number economic and political vari-
ables that are generally included in standard gravity
models predicting FDI inflows. . . .Extant literature has
suggested that a country’s regime type may have an ef-
fect on the level of FDI it can attract. Two arguments
in particular run contrary to theories positing that au-
thoritarian governments are in a better position to at-
tract FDI because they can offer better deals to poten-
tial investors in terms of depressing wages and union
activity. Jensen (2003) suggests that democratic gov-
ernments provide less risky investment environments
and are thus better able to attract FDI than their
authoritarian counterparts. In a study on the level of
tax incentives to foreign investors, Li (2006) offers that
nondemocracies provide more incentives to investors,
which are interpreted as state intervention in the mar-
ket, which could scare off potential investors. To assess
this relationship, we include the Polity IV measure for
regime type (Marshall and Jaggers 2006).” 468-469
“in addition, we include a measure for regime type,
which has raised much discussion in the literature
about whether democracy supports or hinders FDI
inflows (see, for example, Jensen 2003, 2006; Li and
Resnick 2003). We use Polity IV (Marshall and Jag-
gers 2006) to measure democracy, rescaled from a 10-
point plus and minus scale to 0-20” 195

“Although not the focus of our paper, but consis-
tent with the prevailing literature, we find in Models
1 and 2 that Economic Growth, Financial Openness,
and Post-Cold War are each associated with increased
FDI” (406)

“In most cases, the control variables do not reach stan-
dard levels of statistical significance; however, there
are a few results worth noting” (470)

“though a number of the political and economic con-
trol variables show statistical significance, most note-
worthy for our purposes is that with only one excep-
tion (judicial independence on US FDI), each of our
independent variables of interest, including the com-
posite measures, are highly correlated with dependent
variable in each model....Because of space issues we
do not elaborate on the control variable results, but
they may differ from previous work (see Montero 2008;
Ruiz and Pozo 2008; Agostini and Raquel Jalile 2009;
Tuman 2009) because of various differences, including
lack of a proper judicial rule of law indicator and or
difference in the years and countries used in the stud-
ies” (196).
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