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The Determinants of Foreign Direct Investment.
What is the evidence for Africa??

Sandrina Berthault Moreira?

1 Introduction

The main purpose of the present paper is to provide an overall
analysis of recent studies that both focus on Africa and examine the
various factors that attract or deter Foreign Direct Investment (FDI) in
Africa, in order to find answers to the following question: What are the
determinants / impediments of FDI to Africa? To that end I have based
my research on the articles published in all the economic journals found
in the Econlit database from January 1969 up to May 2007. The keywords
“foreign direct investment” and “Africa” yielded ten papers on FDI
Determinants to Africa, which are the object of the present paper.?

' A previous version of this paper was presented at the VI Congreso de Estudios Africanos en el
Mundo Ibérico “Africa, Puentes, Conexiones e Intercambios”, Las Palmas de Gran Canaria, 7-9
May 2008.1would like to thank panel participants for the useful comments and remarks. Feel
free to send me your feedback using the following e-mail addresses: smoreira@esce.ips.pt;
sbmoreira@mail.telepac.pt ’
Portugués: Uma versdo preliminar deste texto foi apresentada no “VI Congresso de Estudos
Africanos, Pontes, Conexdes e Intercambios”, em Las Palmas de Gran Canaria, 7-9 Maio 2008.
Este congresso fora organizado pelo Professor Dr. GERMAN SANTANA PEREZ e equipa a quem
agradecemos a autorizagdo para a publicagdo dos textos neste volume.

* Doutoranda da Escola Superior de Ciéncias Empresariais, Instituto Politécnico de Settibal,
Campus do IPS - Estefanilha, 2914-503 Setiibal, Portugal. Para comentérios e sugestées ao
presente texto: smoreira@esce.ips.pt; sbmoreira@mail.telepac.pt

® The papers are: Morisset (2000), Schoeman et al. (2000), Asiedu (2002a), Bende-Nabende
(2002), Lemi and Asefa (2003), Asiedu (2004), Yasin (2005), Asiedu (2006), Dupasquier and
Osakwe (2006) and Fedderke and Romm (2006). Akinlo (2003) came out in our Econlit search
using ‘foreign direct investment’ and ‘Africa’ as keywords, but this paper focuses on the FDI
contribution to growth and was thus disregarded from the current analyis.
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Although there is a dearth of recent research on FDI determinants
to Africa (as suggested by several authors — e.g. Krugell, 2005; Asiedu,
2006), the empirical investigation on the issue is not confined to those
ten papers. Therefore, we will provide further evidence on the factors
that affect FDI to Africa, based on other references on Africa that I
have found either from my own search on the issue or from the

literature reviews of the studies published in academic journals indexed
in Econlit and surveyed here.

The remainder of the paper is organised as follows. Section 2
provides a synopsis of the ten papers on FDI Determinants to Africa
and is followed by Section 3 that presents the specific determinants of
FDI for Africa, based on the studies surveyed here and other references
on Africa. Section 4 contains some concluding comments and remarks.
Appendix I provides a detailed description of the studies from Econlit.

1 Overview of articles published in Econlit
on the determinants of FDI to Africa

Morisset (2000) makes the point that African countries can also
be successful in attracting FDI that is not based on natural resources
or aimed at the local market, but rather at regional and global markets,
by improving their business climate. Using FDI that does not arise
from market size and the natural resources available in the host country
as an indicator of the business climate for FDI, the author aims to first
identify which sub-Saharan Africa (SSA) countries have been able to
attract FDI by improving their business environment and then
investigate which policy factors have played a significant role in the
improvement of their investment climate.

Evidence from the countries show that, in 1997, Mozambique,
Namibia, Senegal and Mali were among countries with the most
attractive investment environments, receiving more FDI inflows than
countries that have a bigger local market (e.g. Keyna, Congo) and/or
natural resources (e.g. Congo, Zimbabwe). Thus pro-active policies and
re-oriented governments can generate FDI interest.

To improve the climate for FDI, an econometric analysis for 29
SSA countries over the period 1990-97 indicates that GDP growth rate
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and trade openness can be used to fuel the interest of foreign investors.
A detailed review of the policy reforms implemented in Mali and
Mozambique further indicates the following strategic actions for their
recent success, beyond macroeconomic and political stability: opening
the economy through a trade liberalization reform; launching an
attractive privatization programme; modernizing mining and
investment codes; adopting international agreements related to FDI;
developing a few priority projects that have a multiplier effects on
other investment projects; and mounting an image building effort with
the participation of high political figures, including the President.

Schoeman et al. (2000) analyse how government policy (mainly
deficit and taxes) affects FDI through the estimation of a long-run co-
integration equation for FDI in South Africa during the past 30 years.
Of special importance are the deficit/GDP ratio, representing fiscal
discipline, and the relative tax burden on prospective investors in
South Africa.

The main finding is that both fiscal policy variables have a negative
effect on FDI flows to South Africa. According to the authors, there is
room for the South African government to transform its economy into
an investor-friendly environment, by adjusting fiscal policy. Serious
attention should be paid to the tax burden which is still relatively high.

Asiedu (2002a) uses a comprehensive dataset of 71 developing
countries, about half of which are in the poorest region of Africa - SSA
- over the 1988-97 period to analyse whether the determinants of FDI
to developing countries are equally relevant for SSA. The author focuses
on three main variables — return on investment, infrastructure
development and openness to trade — and the results imply that Africa
is different.

Higher marginal product of capital and better infrastructure do
not drive FDI to SSA and, although openness to trade has a positive
impact on FDI to SSA, the impact is lower than non-SSA countries.
Moreover, being an African country has a negative effect on FDI, main-
ly due to the perception that Africa is overly risky. The three policy
implications are as follows: African countries need to liberalize their
trade regimes and the reform must be perceived as credible by foreign
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investors; successful policies in other regions cannot be blindly repli-
cated in Africa; African governments have to disseminate information
about their countries to dispel the myth about the continent.

Bende-Nabende (2002) aims to provide an empirical assessment
on the macro locational determinants of FDI in SSA through the
assessment of co-integration or rather long-run relationships between
FDI and its determinants. The study comprises 19 SSA countries over

the 1970-2000 period and employs both individual country data and
panel data analyses techniques.

The empirical evidence suggests that the most dominant long-
run determinants of FDI in SSA are market growth, a less restrictive
export-orientation strategy and the FDI policy liberalization. These
are followed by real effective exchange rates and market size. Bottom
on the list is the openness of the economy. Thus, as {ar as SSA is
concerned, their long-run FDI positions can be improved by improving
their macroeconomic management, liberalizing their FDI regimes and
broadening their export bases.

Lemi and Asefa (2003) address the relationship between economic
and political uncertainty and FDI flows in African countries. The
authors stress the following contributions of their paper: the first study
in formally dealing with the role of political and economic uncertaintly
in affecting FDI in Africa using Generalized autoregressive
heteroscedastic (GARCH) model lo generate economic uncertainty
indicators; the study analyze FDI from all source countries — overall
US FDI, US manufacturing FDI and US non-manufacturing FDI - and
their responses to uncertainty, whereas previous studies disregarded
how the role of uncertainty differs by industrial groups and source
countries; the period of analysis and sample countries are large enough
for the result to be robust, which other studies did not consider.

The results of the panel study for 29 African countries over the
period 1987-99 are as follows: for FDI from all source countries, the
impact of uncertainty is insignificant; [or aggregate US FDI, economic
and political uncertainties are not major concerns; for US
manufacturing FDI, only political instability and government policy
commitment are important factors; for US non-manulacturing FDI,
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economic uncertainties are the major impediments only when coupled
with political instability and debt burden of host countries; other
economic factors such as labour, trade connection, size of export sector,
external debt, and market size are also significant in affecting FDI flows
to African economies.*

Drawing on the empirical literature on the determinants of FDI,
Asiedu (2004) provides an explanation for the deterioration in SSA's
global (relative) FDI position. The author argues that SSA's share of
FDI to developing countries has declined over time, because of the
less attractiveness of SSA for FDI over time, relative to other developing
regions. The analysis focuses on three FDI determinants — openness
to FDI, good infrastructure and institutional quality — using policy-
related measures (since one of the objectives of this paper is to prescribe
policies that will enhance SSA's global FDI position) over the 1980-99
period.

The main finding is that, with regard to FDI determinants, SSA's
experience can be characterised has absolute progress but relative decli-
ne. Indeed, from 1980-89 to 1990-99, SSA has reformed its institutions,
improved its infrastructure and liberalised its FDI regulatory fra-
mework. However, compared with other developing regions, the de-
gree of changes in SSA has been meagre. The policy implication that
follows is the need to enhance SSA’s policy environment in both abso-
lute and relative terms.

Yasin (2005) explores the link between the two major sources of
external capital needed to fill Africa’s significant resource gap (say,
FDI and ODA), by using a panel data from 11 SSA countries for the
period 1990-2003. The basic assumption is that Official Development
Assistance (ODA, i.e. grants and loans from bilateral and multilateral
organizations such as the World Bank) may remove some of the obstacles
to FDI flows and thus improve the economic conditions that attract FDL

In line with previous studies, there is a positive relationship
between bilateral ODA and FDI, which suggests that ODA granting

4 The US manufacturing sector includes food, chemical, metals, machine.ry and eql}ipment,
electronics and transportation industries, while the US non-manufac.tunng sector includes
whole sale trade, banking, finance, insurance and other service industries.
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countries have a significant influence on the locational decisions of
the multinational corporations (MNCs) located in these countries.
Thus, African countries need to formulate policies to enhance the
economic and political relationships with donor countries. As regards
to multilateral ODA, the empirical findings on its influence on FDI
flows are controversial to date. Yasin’s estimation suggests that these
ODA flows are not a critical requirement for FDI activities by the MNCs
in the developing countries.

Asiedu (2006) utilises panel data for 22 SSA over the period 1984-
2000 to investigate the influence of natural resources and market size
vis-a-vis government policy, host country’s institutions and political
instability in directing FDI flows to the region. The results suggest
that countries in SSA that are endowed with natural resources or have
large markets will attract more FDI. However, small countries and/or
countries that lack natural resources in the region can also obtain FDI
by improving their institutions and policy environment, because good
infrastructure, an educated labour force, macroeconomic stability,
openness to FDI, an efficient legal system, less corruption and political
stability also promote FDI.

In light of these findings, Asiedu stresses the importance of
regional blocs such as the Southern African Development Community
(SADC) in enhancing FDI flows to the region. In addition to expanding
the size of the market, regionalism can promote political stability by
restricting membership to countries with democratic political systems,
as well as provide incentives for member countries to implement good
policies through the threat of sanctions or the lost of access to the bloc
for errant countries.

Dupasquier and Osakwe (2006) summarize the reasons for
Africa’s poor FDI record, based on an overview of the empirical
determinants of FDI to Africa. Their main aim is to identify concrete
actions or strategies that need to be adopted at the national, regional
and international level to enhance FDI flows to Africa.

Briefly, these are the following: a) image building through an
increase in political and macroeconomic stability, as well as in the
protection of property rights and the rule of law; b) supporting existing
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investors through infrastructure development, provision of services
and changes in the regulatory framework (e.g. relaxing laws on profit
repatriation); c¢) marketing investment opportunities through the use
of existing investors and information communication technologies
instead of over-reliance on Investment Promotion Agencies (IPAs); d)
diversification of the economy; e) trade liberalization; f) privatization;
g) enhancing regional integration; h) providing an external agency of
restraint on domestic policies through the formation of regional groups;
i) promoting good governance through regional surveillance
mechanisms; j) initiating and encouraging infrastructure development
projects at the regional level; k) improving market access at the
international level through the elimination of trade barriers and
subsidies on agricultural goods exported by African countries; 1)
investment promotion assistance by governments of developed
countries through the provision of accurate information to investors
in their countries; m) technical assistance by governments of developed
countries in areas such as capacity building, health and education.

Finally, Fedderke and Romm (2006) focus on the growth impact
as well as the determinants of FDI in South Africa. As concerns to FDI
determinants, they propose a model of locational choice of the
investment activity between domestic and foreign alternatives and
employ time-series data for South Africa from 1962 to 1996 to test for
the predictions of their model.

In the context of the Johansen VECM specification, the factors
that were found to either impede or induce FDI flows into South Africa
are the following: labour capital ratio; market size; corporate taxation;
wage costs; openness of the economy and the political institutional
structure. The negative sign for labour capital ratio found from their
estimations suggests that FDI in South Africa has tended to be capital
intensive and thence the preponderance of horizontal over vertical FDI
in South Africa. In addition, reducing political risk, ensuring property
rights, bolstering growth in the market size, as well as wage moderation
(ideally lowering real wages), lowering corporate tax rates, and ensuring
full integration of the South African economy into the world economy
follow as policy prescriptions from the empirical findings of this paper.
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1.1 Further analysis of the evidence on the factors that affect FDI to Africa

According to Morisset (2000) and Asiedu (2006), the common
perception among many observers is that FDI in African countries is
largely driven by their natural resources and the size of their local
markets. In an econometric study on 29 SSA countries for the period
1990-97, Morisset (2000) found that both market size and natural
resources availability have a positive influence on FDI inflows, with
an elasticity of 0,91 and 0,92 using panel data and 1,4 and 1,2 using
cross-section data, respectively. Panel regressions presented in Asiedu
(2006) for 22 SSA countries over the period 1984-2000 show that a
standard deviation of one increase in the natural resource variable
results in a 0,65 per cent increase in the ratio of FDI to GDP and a
standard deviation of one increase in the market size variable results
in a 2,61 per cent increase in FDI/GDP.

Even though the African countries that have been able to attract
most FDI have been those with natural and mineral resources as well
as large domestic markets, these are not the sole determinants of FDI
to the region. Morisset (2000), Asiedu (2006) and many other studies
that focus on Africa suggest that the list of factors influencing FDI is
fairly long, although not all determinants are equally important to every
investor in every location at all times (Ajayi, 2006). For Africa, then,
the specific determinants of FDI include market size and growth,
availability of natural resources, human capital costs and skills and
availability of good infrastructure. Others are openness of the economy,
political and economic stability, institutional quality, investment
regulation and international treaties and guarantees. Investment
promotion, return on investment and other factors such as cost-related
factors, concentration of other investors, investment incentives,
privatization and inflows of bilateral ODA are also FDI drivers taken
into account (Table 2).
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Table 1 - Empirical Determinants of FDI to Africa: A synopsis of the

literature

FDI Determinants

Econlit references on Africa

Other references on Africa

Market Size and
Growth

Morisset (2000); Asiedu
(2002a, 2006); Bende-
Nabende (2002); Lemi and
Asefa (2003); Yasin (2005);
Dupasquier and Osakwe
(2006); Fedderke and Romm
(20086).

Agodo (1978); Bhattacharya
et al. (1996); Elbadawi and
Mwega (1997); Bhinda et al.
(1999); Basu and Srinivasan
(2002); Asiedu (2003);
Onyeiwu and Shrestha
(2004).

Availability of Natural
Resources

Morisset (2000); Asiedu
(2006); Dupasquier and
Osakwe (20086).

Basu and Srinivasan (2002);
Kolstad and Tondel (2002);
Asiedu (2003); Onyeiwu and
Shrestha (2004).

Costs and Skills of
Human Capital

Quality and Quantity
of Infrastructure

Morisset (2000); Bende-
Nabende (2002); Lemi and
Asefa (2003); Yasin (2005);
Asiedu (2006); Fedderke
and Romm (2006).

Morisset (2000); Asiedu
(2002a, 2004, 2006); Lemi
and Asefa (2003);
Dupasquier and Osakwe
(2006).

Bhinda et al. (1999);
Odenthal (2001).

Bhinda et al. (1999); Pigato
(2001); Asiedu (2002b,
2003); Onyeiwu and
Shrestha (2004).

Openness of the
Economy

Morisset (2000); Asiedu
(2002a); Bende-Nabende
(2002); Lemi and Asefa
(2003); Yasin (2005);
Dupasquier and Osakwe
(2006); Fedderke and Romm
(2006).

Bhattacharya et al. (1997);
Asiedu (2002b); Onyeiwu
and Shrestha (2004).

Economic and Political

Morisset (2000); Schoeman

Collier and Pattillo (1997,

Uncertainty et al. (2000}); Asiedu (2002a, | 2000); Sachs and Sievers
2006); Lemi and Asefa (1998); Haque et al. (2000);
(2003); Yasin (2005); Jaspersen et al. (2000);
Dupasquier and Osakwe Kolstad and Tondel (2002);
(2006); Fedderke and Romm | Asiedu (2003); Martin and
(2006). Rose-Innes (2003); Rogoff
and Reinhart (2003);
Onyeiwu and Shrestha
(2004).
Institutional Quality Asiedu (2004, 2006); Emery et al. (2000); Te Velde

Dupasquier and Osakwe
(2006); Fedderke and Romm
(20086).

(2001); Asiedu (2003).
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Investment Regulation Bende-Nabende (2002); Basu and Srinivasan
Asiedu (2004, 2006); (2002); Asiedu (2003).
Dupasquier and Osakwe

(2006).

International Treaties Morisset (2000); Lemi and —

and Guarantees Asefa (2003).

Investment Promotion Dupasquier and Osakwe Morisset (2003).
(2006).

Return on Investment Schoeman et al. (2000); Jaspersen et al. (2000).

Asiedu (2002a).
Others (e.g. Other cost- Morisset (2000); Schoeman | Te Velde (2001); Martin

related factors; et al. (2000); Bende- and Rose-Innes (2003)
Concentration of other Nabende (2002); Lemi and

investors; Investment Asefa (2003); Yasin (2005);

Incentives; Privatization; | Fedderke and Romm

ODA;...) (2006).

Market size and growth have proved to be one of the most
important determinants of FDI (Krugell, 2005). The most common
argument for the relevance of market size and growth in attracting @I
goes like this: a large domestic market size generates scale econormies,
while a growing market improves the prospects of the market potential
(e.g. Tsai, 1994). Thus, an economy with a large market size should
attract more FDI and countries that have high and sustained growth
rates should receive more FDI flows than volatile economies.

Bende-Nabende (2002) found that market growth and market size
are among the most dominant long-run determinants of FDI in SSA.
Bhattacharya et al. (1996), Elbadawi and Mwega (1997), Morisset (2000)
and Onyeiwu and Shrestha (2004) find evidence for the irnportancej of
economic growth in attracting FDI flows to Africa. After controlling
for relevant country conditions, Elbadawi and Mwega (1997) also show
that countries in the SADC region receive more FDI than other countries
in Africa. Some investors, notably those from East Asian countries,
have invested in Botswana in order to produce for the South African
market (Bhinda et al., 1999). Multinational firms that wished to serve
the large market in South Africa located their subsidiaries in Lesotho
and Swaziland (Basu and and Srinivasan, 2002). Asiedu (2003) and
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Lemi and Asefa (2003) also conclude that large markets (along with
other factors) promote FDI to the region. The same goes for the South
African country (Fedderke and Romm, 2006).

In contrast, for US manufacturing FDI to Africa, Agodo (1978)
found GDP and GDP per capita to be a positive influence, whilst GDP
growth was insignificant. The hypothesis that higher growth rates
foster FDI is also not significant in Asiedu (2002a) and Yasin (2005).
The authors add that the attractiveness of the host country’s market is
particularly important for market-seeking FDI, which is not likely to

be the case as the countries included in their analysis are mostly poor
and small countries.

Historically, the availability of natural resources has been the
critical factor in attracting FDI, because of the need of industrializing
nations of Europe and North America to secure an economic and
reliable source of minerals and primary products (Dunning, 1993).
Though declining in relative importance, the availability of natural
resources is still of particular importance for inward investment in
resource-abundant countries, even though comparative advantage in

natural resources by itself is no longer sufficient for FDI to take place
(UNCTAD, 1998).

The availability of natural resources has been found to be
positively related to FDI flows to Africa (Asiedu, 2003; Onyeiwu and
Shrestha, 2004). Kolstad and Tondel (2002) argue that countries rich
in oil and other natural resources, such as Angola, are able to attract
heavy FDI inflows. Indeed, it is in the mining of high-value minerals
and petroleum where Africa is particularly prominent as a host to FDI

and where great potential for future FDI exists (Basu and Srinivasan,
2002).

Cheap labour and the quality of the labour force are other
important determinants of FDI (Krugell, 2005). Lower labour cost
reduces the cost of production; all other factors remaining unchanged
(e.g. Schneider and Frey, 1985). However, rather than just low wages,
it is important that wages reflect productivity (Krugell, 2005). It is
generally believed that highly educated personnel are able to learn and
adopt new technologies faster, and the cost of retraining is also less
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(Pigato, 2001). Thus, countries with a large supply of cheap but skilled
human capital attract more FDI.

Lemi and Asefa (2003) and Yasin (2005) find that the availability
of an abundant and cheap labour force has the expected positive effects
on FDI to Africa. While it may not be singled out as a sole factor, the
success of Mauritius in attracting FDI is partly explained by the
relatively cheap, adaptable and well trained workforce (Odenthal,
2001). In the same vein, Fedderke and Romm (2006) show that wage
costs impact negatively on FDI to South Africa. In addition, Lemi and
Asefa (2003) and Asiedu (2006) also find evidence for the important
role played by an educated labour force in attracting FDI flows to
African countries. However, the lack of middle or senior level
entrepreneurial experience has increased the existing skills gap in
Africa, and many foreign companies have resorted to employment of
expatriate managers (Bhinda et al., 1999).

On the other hand, Bende-Nabende (2002) states that no definite
conclusions can be drawn about mean years of education and real wages
rates, because some countries in the SSA sample did not have sufficient
time-series data for both variables. Morisset (2000) also found that the
availability of relatively skilled labour do not appear to have been a
major factor in the location decision of MNCs, advancing data
shortcomings in most African countries as a possible cause.

The availability of quality infrastructure is an important
determinant of FDI (Krugell, 2005). A good quantity and quality of
infrastructure, particularly roads, ports, water and power supply and
telecommunications, by reducing transaction costs, facilitates business
operations (Wheeler and Mody, 1992). Thus, infrastructure facilities
are expected to have a positive impact on FDI inflows.

Asiédu (2002b, 2003, 2006) provide evidence that good
infrastructure promotes FDI to Africa. However, Pigato {2001) find that
Africa lags behind in the number of telephone mainlines and the
percentage of roads that are paved. The results from using fixed effects
panel estimation in Asiedu (2002b) also indicate that the marginal benefit
from increased infrastructure was less in the 1990s than in the 1980s
and thus African countries need to provide better infrastructure in order
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to ?eceive investments at levels comparable to the 1980s. Furthermore
{Xswdu (2004) shows that, from 1980-89 to 1990-99, the rate of increase;
in the availability, reliability and development of infrastructure in the
SSA region was less than the rate for all developing countries.

In contrast, many studies find no evidence that infrastructure as
?neasured by the number of telephones per 1,000 population has any
impact on FDI inflows to Africa (Morisset, 2000; Asiedu, 2002a: Lemi
and Asefa, 2003; Onyeiwu and Shrestha, 2004). Asiedu (2002a) su’ggests
the following explanation: FDI to Africa tends to be natural resource-
based and the availability of telephones is not relevant for natural
resource-based FDI. Indeed, as stressed by Onyeiwu and Shrestha
(2004), Angola and Nigeria are reputed to be the highest recipients of

FDI in Africa in recent times and yet both countries have very poor
infrastructure.

In addition to physical infrastructure, availability and efficiency
of financial infrastructure is crucial for attracting FDI. If countries have
a weak financial market, instead of a well-developed one, it is more
difficult for investors to raise funds locally, although un:zler certain

circumstances, funds may be channelled from parent i
i 114 S compan
their affiliates (Alfaro et al., 2003) p panies to

A survey of several African countries by Bhinda et al. (1999)
fOlllZ.ld that problems related to mobilizing local banking, leasing or
anmty finance were on the top of the list of factors discouraging
mvestors in Tanzania, Uganda and Zambia. In contrast, Asiedu (2032&]
tested the robustness of her basic model using financial deepening
(traditionally measured by the ratio of M2 to GDP) as a control variable
but the estimated coefficient rendered non-significant, ,

There are two opposing views linking openness of the economy
to FDI flows. The “tariff-hopping”/“tariff-jumping” hypothesis posits
that high protective barriers stimulates direct investment in the host
country as opposed to continuing to service it through exports, because

of potential marketing cost savings and transport cost reductions
(Krugell, 2005).

On the other hand, the more open the economy, the more it would
attract the FDI from MNCs seen as different affiliates specializing ac-
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cording to the locational advantages of the host country (Blomstrom
and Kokko, 1997). The importance of the latter is well documented in
the empirical literature on the determinants of FDI to Africa (Bhatta-
charya ef al., 1997; Morisset, 2000; Asiedu, 2002a, 2002b; Bende-Na-
bende, 2002; Lemi and Asefa, 2003; Onyeiwu and Shrestha, 2004; Ya-
sin, 2005; Dupasquier and Osakwe, 2006; Fedderke and Romm, 2006).

Several studies have found that FDI in developing countries is
affected negatively by economic and political instability (e.g. Lemi and
Asefa, 2003). Political instability subsumes many kinds of events like
antigovernment demonstrations, assassinations, cabinet changes,
constitutional changes, coups, government crises, purges, revolutions,
and riots (Moreira, 2006). It is expected to decrease FDI because it
increases uncertainty about the cost and profitability of investment
(Krugell, 2005). In turn, instability in macroeconomic variables as
evidenced by the high incidence of currency crashes, double digit
inflation, and excessive budget deficits is associated with
macroeconomic policies that are not sustainable and thus makes
investment unattractive (Krugell, 2005).

In a survey of foreign owned firms in Africa, Sachs and Sievers
(1998) find that the greatest concern of firm owners is stability, both
political and macroeconomic. In an empirical analysis of the social
and political development of foreign investment in Africa, Kolstad and
Tondel (2002) find that countries that are less risky attract more FDI
per capita. Asiedu (2003, 2006) also shows that both macroeconomic
and political instability deter investment flows in Africa. In addition,
Rogoff and Reinhart (2003) obtain a statistically significant negative
correlation between FDI and the following indicators of political and
economic instability in Africa: conflicts; inflation; probability that the
parallel market premia is above 50 percent. Furthermore, a closer look
at the improvements in the business climate of Mali and Mozambique
during the 1990s also reveals that macroeconomic and political stability
was among the reasons for their recent success (Morisset, 2000).

As stated in the previous section, the study by Lemi and Asefa
(2003) examines how uncertainty affects FDI flows to African countries.
In general, the results differ by industrial group and source country.
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For FDI flows from all source countries and for US FDI flows, Lemi
and Asefa (2003) show that both political and economic uncertainties

are not significant determinants. The same result was reached in Asiedu
(2002a).

In relation to political uncertainty per si, Morisset (2000),
Onyeiwu and Shrestha (2004) and Yasin (2005) find that political
instability is not a significant determinant of FDI flows in Africa. On
the other hand, Fedderke and Romm (2006) find that political stability
has a positive impact on FDI to South Africa. The results for US
manufacturing FDI to Africa also indicate that political instability is a
concern to foreign investors (Lemi and Asefa, 2003).

As concerns to economic uncertainty per si, Lemi and Asefa (2003)
find that it is binding for US non-manufacturing FDI to Africa only
when economic uncertainty is coupled with political instability and
debt burden of host countries. Schoeman et al. (2000) focus on fiscal
stability as it is generally considered to be one of the indicators of
macroeconomic stability. The results suggest that the higher the budget
deficit relative to South African GDP the greater the negative impact
on FDI relative to South African GDP. Finally, based on panel data for
29 African countries over the period 1975 to 1999, Onyeiwu and

Shrestha (2004) provide evidence that countries with high inflation
tend to attract less FDI.

Unfortunately, the image of the African continent as a location
of FDI is unfavourable, because investors perceive the continent as a
home for wars, civil unrest, poverty, disease and a generally unfriendly
investment destination and this result in the diversion of these
investments to other regions (UNCTAD, 1999) In other words, African
countries receive less FDI than countries in other regions, by virtue of
the (perceived) riskiness of the continent.

Asiedu (2002a) and Jaspersen et al. (2000) argue that being an
African country is indeed a significantly negative determinant of FDI,
because of investors’ perceptions of Africa as inherently risky.
According to the findings of Haque et al. (2000) and Collier and Pattillo
(1997, 2000), commercial risk rating agencies rate African countries as
riskier than justified by their fundamental investment conditions. On
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the other hand, a study on private capital flows to low-income countries
by Martin and Rose-Innes (2003) reveals that investors no longer fully
share the continuing negative perception of much of Africa as a “basket
case” region with high risk and low return, which determines the
attitudes of many MNC headquarters, the international media and some
agencies. In a study of regional susceptibility to war, Rogoff and
Reinhart (2003) found that wars are more likely to occur in Africa than
in other regions and there is a negative correlation between FDI and
conflict in Africa.

There is empirical evidence today that inefficient institutions as
measured by corruption and weak enforcement of contracts deter FDI
(e.g. Gastagana et al., 1998). According to the institutional quality
variable of Knack and Keefer (1995), for instance, the quality of
institutions is captured based on the simple average of the ratings
provided by the International Country Risk Guide (ICRG) for the
following five institutional indicators: rule of law; expropriation risk;
repudiation of contracts by government; corruption in government;
and quality of the bureaucracy. A country where it takes excessive time
and costs to accomplish all procedures necessary to establish and
operate will see its potential investors lose money and decide to locate
elsewhere or cancel their investment projects (Morisset and Neso,
2002). In addition to the level of bureaucracy involved in establishing
a business in a country, the level of corruption or lack of good
governance is also a deterrent to FDI, because, for a firm, paying bribes
is like paying a tax and, wherever it exists, it creates uncertainty (Wei,
2000). Corruption can be both the cause and consequence of high
administrative barriers in many developing countries (Morisset and
Neso, 2002).

Asiedu (2003, 2006) found that an efficient legal framework
promotes FDI to Africa, while corruption deters investment flows to
the region. Dupasquier and Osakwe (2006) argue that the lack of good
legal and judiciary systems is a possible deterrent to FDI in Africa.
The institution of the judiciary is critical to protecting property rights
and improving property rights, in turn, was found to raise the
attractiveness of South Africa as a location of FDI (Fedderke and Romm,
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2008). In many non-francophone African countries, Te Velde (2001)
found that freehold ownership is prohibited or requires explicit
approval, which may involve long delays varying considerably across
countries: up to two years in Mozambique, no freehold ownership in
Namibia, up to three years in Tanzania, up to eight years in Kenya and
up to six months in Uganda. Emery et al. (2000) concentrate on Africa,
showing that administrative procedures and rules on ownership can
form a significant barrier to FDI. Te Velde (2001) found that it takes
one to two years to establish a business and become operational in
Uganda and Ghana, 18 months to three years in Tanzania and
Mozambique, six months to one year in Namibia, but only six months
in Malaysia. In general, from the 1980s to 1990s the rate of
improvements on institutional quality was lower for SSA countries as
compared with other developing countries (Asiedu, 2004).

FDI regulations that have liberalized restrictions have
significantly contributed to the improvement of the investment climate
(UNCTAD, 1998). They provide for non-discrimination between foreign
and domestic private investors, allow profit repatriation, protect against
expropriation, grant incentives, strengthen the standards of treatment
of foreign investors, and shift away from targeting specific sectors or
foreign investors (UNCTAD, 1998).

Bende-Nabende (2002) found that FDI liberalization is among
the most dominant long-run determinants of FDI in SSA. The results
from Asiedu (2003) also indicate that a good investment framework
promotes FDI to Africa, i.e. investment restrictions deter investment
flows to Africa (Asiedu, 2003). According to Basu and Srinivasan (2002),
excessive market regulations, i.e. domestic investment policies on profit
repatriation and on entry into some sectors of the economy were not
conducive to the attraction of FDI in Africa. Ghana, for example, has
expanded the scope for foreign investment by reducing the sectors
previously closed to foreign investment (Basu and Srinivasan, 2002).
In general, from the 1980s to the 1990s, the pace of liberalization for
SSA countries as measured by three types of indexes (capital controls;
restrictions on trade and investment; FDI policy), was slow compared
with other developing countries (Asiedu, 2004).
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In spite of the liberalization of FDI policies, many argue that
national FDI policies may not be enforceable and do not address what
foreign investors seek in guaranteeing security and benefits (Lemy and
Asefa, 2003). Thus, countries are signatories to bilateral and multilateral
investment and trade treaties to show their commitment and to ensure
the protection of investment and avoid double-taxation, which will
lastly make them more attractive for foreign investors (UNCTAD, 1998).

Lemi and Asefa (2003) found that government policy commitment
as measured by the number of Bilateral Investment Treaties (BIT) signed
by a host country and membership in Multilateral Investment
Guarantee Agency (MIGA) play an important role in attracting US
manufacturing firms to Africa. According to Morisset (2000), the
adoption of international agreements related to FDI explains the recent
improvements in the business climate of Mali and Mozambique. During
the 1990s both countries have become members of MIGA. Mali have
also acceded to the Convention on the Recognition and Enforcement
of Foreign Arbitral Awards, while Mozambique have signed the
International Convention on Settlement of Investment Disputes
between States and National of Other States (ICSID) and become
member of the Industrial Free Zone in 1994 and the World Intellectual
Property Organization in 1996.

Examples of other important instruments available for African
government’s commitment are the agreements in the WTO relating to
FDI, such as the Trade Related Intellectual Property Rights (TRIPs) or
Trade Related Investment Measures (TRIMs) Agreements, the Paris
Convention for the Protection of Industrial Property and the Bilateral
Treaties for the avoidance of Double Taxation (DTTs).

Governments can promote FDI by establishing Investment
Promotion Agencies (IPAs) that specifically concentrate on marketing
activities and joining the World Association of Investment Promotion
Agencies (WIPA) that offers training and capacity building
opportunities to IPAs (Morisset, 2003). FDI promotion addresses a
market failure related to imperfect information on investors’ as well
as on the host government’s side and thus emphasizes countries
attractiveness for foreign investors (Wells and Wint, 1990).
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Morisset (2003) shows that greater investment promotion is
associated with higher cross-country FDI inflows. However, the author
argues that investment promotion is more effective in a country with a
good investment climate and a relatively high level of development.
On the same vein, Dupasquier e Osakwe (2006) state that African
governments set up agencies to promote foreign investment without
taking steps to lift the constraints on FDI in the region and therefore
IPAs have not been successful in reversing the declining trend in FDI
flows to the region.

The profitability of investment, the productivity of capital is
another major determinant of FDI flows. FDI will go to countries that
pay a higher return on capital, i.e. the international movement of FDI
occurs when rates of return on FDI exceed the rates of return on home
investment (Root, 1984).

Jaspersen et al. (2000) and Asiedu (2002a) use the inverse of real
GDP per capita as a proxy for the rate of return on investment (as
capital-scarce countries generally have a higher rate of return, implying
low per capita income) and found a negative relationship between the
two variables for the Africa region and for non-SSA countries,
respectively. Moreover, Schoeman et al. (2000) use the yield-interest
differential in order to capture the return on investment in South Africa
(for investment to be profitable, the yield on investment should exceed
its opportunity cost, the real interest rate) and found that an increase
in the difference between the yield (return) on investment and the
interest rate increases FDI flows in South Africa.

Alongside the host country’s real wage rates, foreign exchange
rates, land and property rents/rates, fuel costs, local input costs (where
applicable), level of taxation, transportation costs, and cost of capital
are other key cost-related locational factors that may considerably
influence the choice of an investment location (Bende-Nabende, 2002).
Schoeman et al. (2000) and Fedderke and Room (2006) find that
corporate tax rates impact negatively on FDI to South Africa. Bende-
Nabende (2002) and Yasin (2005) show that low currency values are
expected to encourage FDI flows in Africa. Lemi and Asefa (2003) use
the cost of capital (i.e. lending interest rate) as a control variable for
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examining the relationship between uncertainty and FDI flows in
African economies, but the estimated coefficient rendered non-
significant.

Foreign investors can be lured to countries with an existing
concentration of other foreign investors, since it is a good signal of
favourable conditions and there are evident economies of scale in the
development of backward and forward linkages (UNCTAD, 1998;
Kinoshota, 2003). However, the agglomeration of economies or the
clustering of investors as partially captured by the share of urban
population does not appear to have been a major determinant in the
business climate for FDI in Africa (Morisset, 2000).

Host governments offer incentives in the form of fiscal and
financial attractions to positively influence FDI inflows, by reducing
costs and making investment more profitable (Krugell, 2005). However,
the empirical evidence shows that incentives influence investment
decisions only at the margin, i.e. in places where other aspects of the
business climate are already favourable (e.g. Bergsman, 1999). In short,
incentives play arole once fundamentals are sufficient (Te Velde, 2001).

FDI policies are usually accompanied by other policies aimed at
influencing locational decisions, such as privatization policies; if
privatization programmes welcome foreign investors, then it broadens
the scope of FDI (UNCTAD, 1998). Indeed, launching an attractive
privatization programme is among the strategic actions recommended
by Morisset (2000) for the improvement of the investment climate for
FDI, based on a detailed review of the policy reforms implemented by
two of the most attractive countries during the 1990s: Mali and
Mozambique. However, a survey of investors by Martin and Rose-Innes
(2003) did not bring out privatization as one of the factors for the large
capital inflows to Africa, except for a few investors who had bought
privatized companies.

As stated in the previous section, the study by Yasin (2005)
examines how ODA influences FDI in Africa, based on the assumption
that ODA programs may remove some of the obstacles to FDI flows
and thus improve the economic conditions that attract FDI. The results
for Africa indicate that a positive relationship exists between bilateral
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ODA and FDI, while multilateral ODA is not a critical requirement for
FDI activities by the multinationals located in these countries.

2 Conclusion

Many possible concluding comments and remarks can be drawn
from this survey. At least, two important remarks should be made.
First, the common perception among many observers is that FDI in
African countries is largely driven by their natural resources or aimed
at the local market. As stated in the previous section, these are not the
only determinants of FDI to the region. Even though the African
countries that have been able to attract most FDI have been those with
natural and mineral resources as well as (relative) large domestic
markets, many other factors influence investment decisions in Africa.
Second, several of the factors discussed above are indeed impediments
or obstacles of FDI to Africa and thus reasons why Africa, in general,
has not been successful in attracting FDI. However, awareness of these
constraints enables government agencies and the like to device concrete
strategies to reverse Africa’s poor FDI record.
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Appendix I - Empirical Determinants of FDI to Africa: A literature survey from Econlit references

Authors Coverage (countries Method of research FDI Determinants Major findings
(vear) and period) (data and estimation  addressed (proxy
method) variables)
Morisset - Countries: 29 SSA - Econometric study; - Economic growth (GDP - GDP growth rate and trade
(2000) (PALOP: ANG, MOZ); -Cross-sectional data  growth); openness have been positively
- Period: 1990-97. over the 1990-97 - Trade openness (ratio of correlated with the investment
period and Panel data;  trade to GDP); climate in Africa;
- SSA countries: Mali - OLS (Ordinary Least - Skilled labour (illiteracy - The illiteracy rate, the number of
and Mozambique; Squares) and Fixed rate); telephone lines and the share of
- Period: the 1990s. Effects. - Infrastructure and urban population do not appear to
communication have been major determinants in
- Case study. development (telephones the business climate for FDI in the
per 1,000 population); region;
- Concentration of other - The same goes for political and
investors (ratio of urban to  financial risks;
total population); - FDI inflows to Africa positively
- Political and financial respond to a change in GDP and
risks (from ICRG and natural resources.
Institutional Investors
ratings); - Key elements of the recent
- Market size (GDP); improvements of Mali and
- Natural resources Mozambique in their business
availability (total value of  climate are macroeconomic and
the primary and secondary  political stability, privatization and
sectors minus trade liberalization efforts, focus on
manufacturing). major foreign investment projects
(with multiplier effects on others)
and the implementation of new
laws and accession to international
agreements related to FDI
Authors Coverage (countries = Method of research FDI Determinants Major findings
(year) and period) (data and estimation  addressed (proxy
method) variables)
Schoeman -SSA country: South - Econometric study; - Relative tax burden (tax - An increase in the difference

et al. (2000)

Africa;
- Period: 1970-98.

- Time-series data;
- Engel and Yoo three
step estimation.

rate differential, i.e.
difference between the
South African ratio of

corporate tax to GDP and
the UK ratio of corporate

tax to GDP);

- Fiscal discipline (ratio of

budget deficit to GDP);

- Yield-interest differential,

i.e. difference between

yield (return) on investment

and the interest rate;
- Risk index (simple

average of the foreign debt/

GDP ratio, interest

payments/export earnings
and the extent of import

cover);
- Sanctions dummy.

between the South African
corporate tax level (expressed as a
ratio to the South African GDP) and
the United Kingdom corporate tax
level (also as a ratio to the UK GDP),
reduces FDI (relative to GDP) in
South Africa;

- The effect of changes in the
budget deficit (before borrowing)
relative to the GDP has an even
greater negative impact on FDI
relative to the South African GDP;

- An increase in the yield-interest
differential positively influences
FDI flows to South Africa.

- The risk index for investing
countries and the effect of sanctions
also proved to be negatively
significant.

Asiedu
(2002a)

- Countries: 71
developing (32 SSA -
PALOP: CV, GB,
MQZ);

- Period: 1988-97.

- Econometric study;

- Cross-sectional data
over the 10-year
period and Panel data
over three sub-
periods: 1988-90,
1991-93 and 1994-97;
-OLS.

- Return on investment

(inverse of real GDP per

capita);

- Infrastructure availability

(telephones per 1,000
population);

- Openness (ratio of trade to

GDP);

- Political instability (n.° of

assassinations and
revolutions);

- There is an adverse regional effect
for SSA (countries in SSA have on
the average received less FDI than
others by virtue of their
geographical location);

- Both higher return on capital and
infrastructure development
promotes FDI only to non-SSA
countries;

- Openness to trade impacts on FDI
to both SSA and non-SSA countries,
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capita);

= Authors Coverage (countries ~Method of research FDI Determinants Major findings
e (year) and period) (data and estimation addressed (proxy
method) variables)
- Other economic variables  in spite of the marginal benefit
(financial depth; size of from increased openness being less
government; inflation rate; for SSA;
GDP growth); - Political instability and the other
- Africa dummy. economic variables are used to test
the robustness of the basic model
and all variables are not significant.
Bende- - Countries: 19 SSA - Econometric study; - Cost-related factors (real - The most consistent long-run
Nabende (no PALOPY); - Time-series data of wage rates; foreign determinant of FDI in SSA is
(2002) - Period: 1970-2000.  each individual exchange rates); market growth. This is followed by
country and Pool- -Investment environment  FDI liberalization, export-
panel data; improving factors: orientation policy, real exchange
- Co-integration openness (total imports and  rates, market size and openness;
analysis. exports); liberalizalion - No definite conclusions can be
(dummy variable to the drawn about human capital and
liberalization of the FDI real wages rates, because of data
regimes); limitations;
- Other macroeconomic - The expected directions of
factors: market size (GDP);  influence on FDI of the selected
market growth (GDP variables were confirmed upon
growth); human capital running the co-integration test (real
(mean years of education); ~ wage rates —; foreign exchange rates
- Development strategy of —; openness +; liberalization +;
the host country: export- market size +; market growth +;
orientation strategy human capital +; export-
(exports). orientation policy +).
Lemi and - Countries: 29 - Econometric study; - Economic uncertainty - For total FDI (i.e. from all source
Asefa (2003)  African (23 SSA - - Panel data; (variance of inflation; its countries), the role of uncertainty
PALOP: MOZ); - Fixed and Random squared term; real on FDI flows to African economies
Authors Coverag.e (countries  Method of research FDI Determinants Maj :
(year) and period) (data and estimation  addressed (proxy ajor findings
— method) variables)
- Period: 1987-99 - -
(1989-98 for US FDI gsézlclg‘_ird and Tobit) Sexchandge rate variance; its  is not significant;
data). - GARCH model quared term); - For US FDI flows to Africa, both
model to - Political instability political and economi
generate economic (political freedom index uncertaintie ot Sienifi
uncertainty indicators. from Freedom House; it d i y .are Hohsip R bicant
; 1ts eterminants;
-S%'girrei?ltt::rr:gion ) . - Both political ipstability and
each indicator of erms: ~ government policy commitment
n ertintuam] eCI(?tI.lOIillc play significant roles in attracting
instabilitY'yeach g? ti1lcta e II.la.nufacturing‘ B
indicators ’and el elwo Africa. Political uncertainty
debt (as a share of ng%’ : becomes R foreign
iy L bd e )i investors only when it passes a
mltrgent point where investors start to WOITY
‘[dummy for membership about uncertainty.
;ﬁvl\:sltcl;nAe;tl\éultllateral - Economic uncertainty is binding
Agency: n° oflgﬁ :?teel for US non—mapufacturing firms in
Investm,ent Treatieer/a Afrlce}n countries opb’ when it is
Bilateral Investn St = combined with political instability
betwn U ent Treaty and debt burden of host countries.
een and host - Other economic factors such as
C?untry);’ . labour, trade connection, size of
Er;t‘ilc?sggg )itconﬁ]dden}(;e export sector, external debt, and
GDP: zatin oefr'ni e t to market _81ze are i.iISO important
N ; [ in ernational fact_ors in attracting FDI flows to
ourists receipts to total African economies.
exports);
- Labour skills and
availability (literacy rate;
2 labour force);
© - Market size (GDP per
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Authors Coverage (countries Method of research FDI Determinants Major findings
(year) and period) (data and estimation  addressed (proxy
method) variables)
- Cost of capital (real
lending rate);
- Technology and

Infrastructure facilities
(total factor productivity
per capita; telephones per
1,000 population);

- Size of export sector (ratio
of exports to GDP / ratio of
exports to GDP (net of
exports to US); ratio of
exports to US to GDP; ratio
of imports to US to GDP).

- Countries: SSA
region (World Bank,
2003)

- Period: 1980-99.

Asiedu (2004)

- Statistical analysis;
- Regional data over
two sub-periods:
1980-89, 1990-99.

- Openness to FDI: Capital
controls index and
Restrictions on trade and
investment index (both
from the Fraser Institute);
FDI policy index (from
ICRG);

- Good infrastructure:
infrastructure availability
(telephones per 1,000
population); infrastructure
reliability (electric power
transmission and
distribution losses as a % of
output); infrastructure
development (ratio of GFCF
to GDP);

- SSA has become more open in the
1990s, but the pace of liberalisation
was slow compared with other
developing countries;

- Although infrastructure
availability in SSA improved in the
1990s, the rate of increase in good
infrastructure was less than the rate
for all developing countries;

- Even though the rule of law
strengthened in SSA in the 1990s,
the rate of improvements in
institutional quality was lower for
SSA.

Major findings

Authors Coverage (countries = Method of research FDI Determinants
(year) and period) (data and estimation  addressed (proxy
method) variables)

- Institutional quality:
corruption, rule of law and
bureaucratic quality (all
from ICRG).

Yasin (2005) - Countr - Econometric study; - Bilateral Official

ies: 11 SSA (PALOP: - Panel data; Development Assistance

MOZ); - Robust-standard- (ratio of BODA to GDP};

- Period: 1990-2003.  errors - Multilateral ODA (ratio of
(heteroscedasticity- MODA to GDP)
corrected). - Trade openness (ratio of

trade to GDP);

- Market size (GDP per
capita growth);

- Resource availability
(labour force growth);

- Nominal exchange rate;

- Political instability (either
the composite risk index
from the World Bank or the
political freedom and civil
liberties index from
Freedom House.

- Bilateral ODA significantly
explains FDI inflows to SSA
countries, but Multilateral ODA has
no impact on FDI to SSA;

- Trade openness, labour force
availability, and the nominal
exchange rate all have the expected
positive effects on DI flows;

- Market size and the alternative
indexes of the risk levels of host
countries are not significant
determinant of FDI flows for SSA

countries.

Asiedu (2006) - Countries: 22 SSA
(PALOP: MOZ);
- Period: 1984-2000,

- Econometric study;
- Panel data;
- Fixed effects.

- Four policy variables:
macroeconomic instability
(inflation rate); human
capital (literacy rate);
infrastructure development
(telephones per 1,000
population); openness to

- Large local markets, natural
resource endowments, good
infrastructure, an educated labour
force, low inflation, an efficient
legal system and a good investment
framework promote FDI to Africa;
- Corruption and political
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Authors Coverage (countries  Method of researc_h FDI Determinants Major findings
(year) and period) (data and estimation add.ressed (proxy
method) variables)
FDI (FDI policy index from  jpstability have the opposite effect.
ICRG);
- Two measures of
institutional quality:
corruption and rule of law
(both from ICRG);
- Three measures of
political instability: n.° of
coups, assassinations and
revolutions;
- Other variables: natural
resource availability (share
of minerals and oil in total
exports); market size
(GDP).
; ; ‘ - Uncertainty;
Dué) ?qulll:er ESeamcains SR - Inhospitable regulatory - There is a statistically negative
(2008) environment; correlation between FDI and
(2006) - GDP growth and market  ¢onflicts in Africa (Rogoff and
size; Reinhart, 2003);
- Poor infrastructure; - Political stability is one of the most
- High protectionism; important determinants of FDI in
- High dependence on Africa (Sachs and Sievers, 1998);
commodities; - African countries with high
- Increased competition; inflation tend to attract less FDI
- Corruption and weak {Onyeiwu and Shrestha, 2004);
governance; - The lack of policy transparency in
- Poor and ineffective several African countries reduces
marketing strategy. the incentives for FDI (the authors);
- Excessive market regulations (for
Authors Coverage (countries = Method of research FDI Determinants Major findings
(year) and period) (data and estimation = addressed (proxy
method) variables)

example, on profit repatriation as
well as on entry into some sectors of
the economy) were not conducive to
the attraction of FDI to the region
(Basu and Srinivasan, 2002);

- Economic growth is an important
determinant of FDI flows to the
region (Elbadawi and Mwega,
1997);

- The effects of infrastructure on
FDI flows to Africa are inconclusive
(good infrastructure has a positive
impact on FDI flows to Africa -
Asiedu, 2002b; infrastructure has
no impact on FDI flows to Africa -
Onyeiwu and Shrestha, 2004);

- There is a positive relationship
between openness and FDI flows to
Africa (Bhattacharya et al., 1997;
Morisset, 2000);

- African countries’ reliance on the
export of a few primary
commodities discourages FDI (the
authors);

- The availability of natural
resources has been found to be
positively related to FDI flows to
the region (Onyeiwu and Shrestha,
2004);

- Intensification of competition for
FDI among developing countries
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Major findings

FDI Determinants

Method of research

Coverage (countries

and period)

Authors

(vear)
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capital ratio is found to be negative
and thus FDI in South Africa has

been capital intensive;
- Both property rights and political

stability serve to raise South

impact negatively on FDI to South
African attractiveness as a

Africa;

positive impact on FDI to South
Africa (increased imports lower
FDI and increased exports raise
destination of direct investors.

- Openness of the economy has a
FDI);

(IPAs) have not been successful in
reversing the declining trend in FDI

- The coefficient of the labour
- Market size carries a strong
- Corporate tax and wage costs

to attract new investment flows (the
positive elasticity of 3,56;

authors);
Nigeria and Ethiopia (the authors).

more difficult for African countries
systems is a possible deterrent to
flows to the region — examples from

FDI in the region (the authors);
- Investment Promotion Agencies

due to globalization makes it even
- Lack of good legal and judicial

- Market size (real GDP);

- Corporate tax rate;
- Wage costs (average wage

rate);
- Openness (ratio of exports

to GDP; ratio of imports to

GDP);
index (both from Fedderke

instability; property rights
et al., 2001).

- Political institutional

- Labour capital ratio;
structure: political

addressed (proxy

variables)

(data and estimation

method)
- Econometric study;

- Time-series data;
-Johansen VECM

(Vector Error
Correction Model)

Estimation.

- SSA country: South

Africa;
- Period: 1962-1996.

Fedderke and
Romm (2006)
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Tensions dialectiques:
La Capoeira dans la société administrée
et 1"inconformisme culturel

Alexandre Fernadez Vaz!
Muleka Mwewa?

Résumé

La Capoeira comme une manifestation culturelle se combine avec
un ensemble d’autres éléments de la culture afro-brésilienne et structu-
re une tension a ses processus politiques, économiques et historiques.
Labordage de quelques aspects constitutionnels de la historiographie
de la Capoeira peut servir comme clé d’une lecture différenciée de la
constitution de la société brésilienne, par exemple, quand 1”on inclut
les sites de I'Internet sur la Capoeira dans cette analyse culturelle.
Lactualité de la dynamique de l'organisation de I'univers de la Capoei-
ra dans les groupes favorise de différentes fagons de relations de celui-
ci avec les exigences sociales. Ne pas considérer les tensions de cette
relation signifie annuler la construction/production de connaissance
présente dans I'univers de cette manifestation culturelle.

* Docteur dans le domaine des Sciences Humaines et Sociales par 'Université de Hannover
(Allemagne) ; Professeur au Programme doctoral dans le domaine des Sciences Education de
la Universilé Fédéral de Santa Catarina (UFSC/Brésil) ; Coordinateur de grupe d’Etudes et
Recherches Education et Société Contemporain (NEPESC/UFSC/CNPq) ; Chercheur Niveau 2
du Conseil National de Développement Scientifique et Technologique (CNPq) - Fondements
de 'Education.
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domaine des Sciences de Educagao (UFSC/Coordination de Perfectionnement du Personnel de
Niveau Supérieur-CAPES) : Licencié em Letires et Liitératures Portugaises (UFSC) et Profes-
seur Capoeira et autres manifestations culturelles afro-brasilierme.

139



