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Importance of FDI

FDI is a stable and resilient source
of external finance for Emerging
Market Countries (EMCs).

It supports growth through capital,
technology, and skills transfer.

Unlike other capital flows, it is
countercyclical and promotes
long-term development.
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FDI and Economic Growth

FDI enhances growth by boosting productivity, transferring
technology, and improving investment conditions.

Drives capital accumulation and long-term investment

Brings in advanced technology and production techniques

Transfers managerial expertise and organizational skills

Expands the local workforce’s knowledge and productivity

Encourages reforms by improving the institutional climate

Literature: �Ozt�urk (2007); Javorcik (2004); Burstein & Monge-Naranjo (2009);
Iamsiraroj (2016); Fons-Rosen et al. (2021).
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FDI and Innovation

Positive E�ects

Knowledge spillovers and
learning

Stronger supplier linkages

Innovation grows with high
absorptive capacity

Negative E�ects

Crowding out of local R&D

Spillovers limited in closed or
collectivist networks

Competition may harm
domestic firms

Literature: Caves (1974); Siegel et al. (2013); Jha et al. (2024); Aitken &
Harrison (1999); Konings (2001); Garc��a et al. (2013).
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