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Two long-debated questions… 

 
• Is FDI good for a country? 

• How can policy-makers help it to be    

   better? 

 

 



Some quotes from the 2008 book  
• “MNEs are motivated by efficiency, not by rent-seeking…MNEs 

unambiguously contribute to the economic development of nations” 

• “Potential (of MNEs) to serve as catalysts for individual liberty and 
freedom” 

•  The spillover literature “misses the point”  - its all about linkages, 
including to NGOs and civil society 

• Need for a “more micro-economic on the ground perspective” 

• “Cannot analyze the role of MNEs in economic development in a 
generic  sense..MNEs that are dominant with each region should be 
analyzed to determine how they affect development in that region” 

•  Yang MNEs (from China, Korea, Singapore, Taiwan) “bring happiness 
and joy through economic development and prosperity.” 

 

 

 



Broadening and Deepening the Impact Debate 

 

• Idea 1:add some history… 

 

• Idea 2: relax the MNE/FDI 
straightjacket 

 

• Idea 3: widen the concept of “impact”   

 
 
  

 

 



Idea 1: Add Some History 

• “Impact” of MNEs is inherently long-term – knowledge transfer, demonstration 

effects, crowding out etc need to be looked at over decades, not years; 

•  There is a large and vibrant historical literature, reaching back at least to Wilkins 

(1974) on knowledge transfer. As FDI started in the 1850s and was very large by 

1900, there is a lot of empirical evidence which is never cited in IB; 

•  This research shows that impact is multi-faceted, host country factors drive 

outcomes, and evidence of strong positive outcomes rare absent strong and 

effective government policies;   

• Jones (1997 and 2013) looking at historical impact of MNEs on Asia and noted  

a) The top performing Asian innovating economies were those that restricted FDI;  

b) It was in the era of market closure and ISI than many of today’s local champions 

emerged and grew to scale  

c) Because MNEs adapt to local norms, they were unheroic in challenging local 

norms in (for example) gender equality 

  

 



 

Idea 2: Relax the MNE/FDI straightjacket 
• “Large” multinationals and  FDI flows are the proxies used by Rugman/Doh (and 

generally) for measuring the developmental impact of IB.   

•  Although born-global firms are now (for better or worse) getting their share of 

attention in theory and empirical research,  we need studies of the impact of     

service firms, commodity traders, business groups, private equity and venture 

capital firms, and sovereign wealth funds; 

•  Over the last decade outsourcing, offshoring, and contracting has perhaps 

become more important than FDI in its impact on developing countries; 

•  The globalization of business ideas and ideologies has been hugely impactful 

(think shareholder value, CSR, or triple bottom line concepts) 

•  The FDI measure focuses attention on nation states, when it is particular cities 

and regions of countries which typically receive (or don’t receive) most FDI . 

This gets to heart of issue whether MNEs promote a flat or spiky world 

 

 

  

 



 

Idea 3: Widen the concept of impact 

• Inequality – IB as enhancers or resolvers of social 

(and ethnic and gender) inequality 

• Culture – IB as diffusers of homogeneous culture 

or destroyers of local social norms  

• Natural Environment – IB as an actor in further 

environmental destruction or saviors of the 

environment? 

• Institutions – IB as disrupters of inadequate 

institutions or supporters of them? 

 

 



 

How do you get at this impact? 

• Aggregate data typically seems to shows that MNEs 

are less corrupt, pay more generous wages, have 

higher environmental standards etc than local 

firms; 

•  This is useful and corrective data, but surely not 

the last word;  

•  More “micro, on the ground, perspectives” can 

provide a deeper dive and more nuanced view on 

the impact issue 

 



Firm Agency and Impact: Some 

Anecdotes  

•  2004 US MNEs Cisco and Juniper and CN2 upgrade on  

China’s web permitted the subsequent filtering  

and censorship; 

•   2004 SEC report showed EXXON, ChevronTexaco and  

other US oil MNEs massively bribing in Equatorial Guinea; 

• Western and Japanese MNEs (like Shiseido) have invested  

enormous resources to market skin whitening creams in China,  

India and elsewhere); 

• Unilever  ( and some  other Western MNEs ) seem impressively  

“green” – whilst  working hard to spread consumer culture in emerging markets, and  

In Unilever’s case globalizing the Fair and Lovely skin-whitener; 

•  “Yang” MNEs might be wonderful – but the evidence of extreme environmental 

damage by Chinese MNEs in Burma, Laos is not entirely re-assuring.  

 

 

 



Concluding Remarks  

• In a world of great political, social and environmental stresses, and 

where policies are moving towards de-globalization, IB needs to 

follow the Rugman/Doh book and think radically about how to 

upgrade the impact literature;   

• Widen the unit of analysis further beyond conventional MNEs and 

nation states; 

•  Widen the range of impact issues further– including “individual 

liberty and freedom” and “happiness and joy;” 

•  Deepen and nuance with more “micro, on the ground ” research – 

which will require (among other things) more thought on new 

methodologies  

 


