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Abstract:

The aim of this paper is to study the concepts of foreign direct investment (FDI) and
economic growth as well as the relationship between them through a literature review of
papers published from 1990 until today. In order for better results to be achieved, the
review is divided into three phases, each of them reviewing a different decade. In
particular, the first phase reviews the period from 1990 to 2000, the second phase the
period from 2001 to 2012, while the third phase the period from 2013 up to date. Prior to
reviewing each period separately, we will elaborate on the two main concepts of the
present paper. Finally, the conclusions of this paper will be recorded, which are very
interesting, since there is obviously a significant correlation between Foreign Direct
Investment and Growth over at least the last 30 years. Based on the literature, the
scientific community seems to be particularly interested in the concepts discussed in the
present paper.
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1. Introduction

In the last thirty years, the introduction of new technologies has led companies to target
foreign markets rather than their country of origin in order to maximize their profits.
According to the literature, back in the 1990s, technology played an important role in the
activities of companies and the economic growth (Borensztein et al., 1998). Therefore, this
development has prompted companies to transfer technologies or acquire new
knowledge through their international activity. This global activity could and can be
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achieved in multiple ways, such as acquisitions, through vertical integration of
production, or horizontal direct investments (Shapiro & Moles, 2018, p. 635). In the
present paper, emphasis will be placed on foreign direct investment (FDI) as a means of
activity around the world, which will be considered in relation to Growth, and its
contribution to the growth of the economy from 1990 until today.

Empirical research has shown that foreign direct investment is one of the vital
means of promoting technology, leading to an increase in economic growth, as it presents
a positive correlation (Choe, 2003). Recent studies reinforce this view, as they argue that
foreign direct investment is the main force of growth by strengthening new production
processes with the view to increasing productivity and fueling the economy (Alfaro,
2017). The results of the above studies indicate a strong link between foreign direct
investment and growth. However, the decisive factor in order for such an investment to
be successful is the macroeconomic environment of each country as well as the socio-
political conditions there.

Thus, according to Batten and Vo (2009), foreign direct investment has a positive
impact on the economic growth of countries that have a high level of education, use
international trade and have a developed financial system that has low risk. The above
view is in conflict with the developments in the economy following the financial crisis in
the late 2000s. The following chapters of this paper elaborate in detail how foreign direct
investment and economic growth were affected in the aforementioned time period.
However, studies on the effect of the foreign direct investment on growth back in the
1980s show how catalytic the role of the host country of the investment is. In particular,
according to the literature, investments in foreign countries are highly profitable only,
when the host country has a required limit of human capital that can adequately absorb
advanced and innovative technologies (Borensztein et al., 1998). In addition, in the mid-
2000s some researchers, based on the empirical evidence up to that time, have expressed
the view that foreign direct investment does not affect productivity so positively
(Elboiashi et al., 2006).

Consequently, it is obvious that concerns and opinions raised on this issue have
varied over the years. Therefore, this is the reason why this literature review is of
particular usefulness for economy and entrepreneurship. Over time, many researches
have focused on the topic of foreign direct investment, but there is a fairly small number
of studies and theoretical articles among the scientific articles discussing foreign
investment in the last 30 years. Thus, the diachronic nature of this review demonstrates
its significant contribution to the international reality, highlighting the factors and the
environment of foreign direct investment and its impact on growth. The aim of this paper
is, therefore, to investigate and record the course of foreign direct investment in
correlation with the growth of countries, but also of entire continents. In order to achieve
this, this paper is structured in four chapters which focus on a range of years starting
from 1990 up to the present day, i.e., a time period when developments have occurred
which have greatly affected humanity, from the collapse and separation of countries
(former Soviet Union and Yugoslavia) to the recent financial crisis, and the COVID-19
pandemic. More specifically, the periods to be studied are separated in ten-year periods,
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i.e.,, 1990-2000, 2001-2012, and 2013 until today. Prior to the analysis, emphasis will be
placed on clarifying the two terms discussed in this paper, i.e., foreign direct investment
and growth, and, finally, the conclusions will be recorded. This review is requested to
answer the following questions:

e How the contribution of foreign direct investment in the 1990s is evaluated?

e Has the new millennium changed the situation concerning foreign investment and

economic growth?
e Has the financial crisis reduced the volume of foreign direct investment?

2. Clarification of the terms ‘Foreign Direct Investment (FDI)" and ‘Growth’

From all the above it is clear that foreign direct investment, its success, and its correlation
with growth depend on many factors, which change over time. Therefore, prior to the
conduction of the said review, a theoretical framework should be developed, which
clarifies the concepts discussed in this paper. What is ‘foreign direct investment” and how
does it work? What is meant by ‘growth of an economy’? How does foreign direct
investment contribute to Growth? This chapter intends to provide answers to these
questions.

2.1 Foreign Direct Investment (FDI)

According to Shapiro & Moles (2018, p. 634), an investment can qualify as a foreign direct
investment, when the company acquires premises and equipment in a foreign country
other than the country of the parent company. However, in order for such an investment
to be successful, it is important for the company to identify from the outset which foreign
investments have a positive present value by determining the imperfections of each
country, as stressed by the same authors. Data from surveys in 69 countries show that
since the 1980s investment flows to foreign countries had increased dramatically with an
annual growth rate of 20% (Wang & Wong, 2009). This prompted investors and the
academic community to engage significantly in the study of this phenomenon, according
to the above researchers. Of course, it is important to note that foreign investment flows
also significantly depend on whether a country is developed or developing. A relevant
study points out that the impact of incoming foreign direct investment is multiple and
depends on the growth of the host countries (De Mello, 1997).

But, why companies, investors, and entire countries have decided to get heavily
involved in foreign direct investment? Scientific research has shown that foreign
investment through transfer of natural capital and tangible and intangible assets leads to
increased productivity and efficiency for the host economy, thus, giving added value to
the foreign direct investment (De Mello, 1997). Therefore, countries have formulated
policies since 1990, evolving domestic and international financial markets to favor an
increase in foreign direct investment flows of more than 60% of private capital flows
(Batten & Vo, 2009). In fact, in order to attract foreign capital and investment to their
countries, state bodies have provided incentives for companies, such as tax breaks to
multinationals (De Mello, 1997). Thus, multinational corporations maximize profits by
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producing products with economies of scale by minimizing production costs (Shapiro &
Moles, 2018, p. 643,), while host countries increase their economic growth by improving
their macroeconomic performance (Alfaro, 2017).

2.2 Growth

Therefore, a link between foreign direct investment and growth emerges through
scientific research. As mentioned in the introduction of this paper, foreign investment
boosts economic growth. However, it is necessary to analyze the term ‘growth’ in more
detail in the context of an economy. More specifically, according to Baumol and Blinder
(2012, p. 177), the most important factors to achieve a long-term growth rate for the GDP
of an economy are three. According to the above authors, in order for growth to be
achieved, the indicators of employability of human resources and productivity must be
bullish. For this to happen, the critical factors on which policy-makers need to focus are,
as follows: (1) the rate of increase of the capital reserves of an economy, (2) the rate at
which technology improves, and (3) the stock of human capital i.e., the level of education
and training of the workforce of a country (Baumol & Blinder, 2012, pp. 177-178).
According to the Economic theory, growth is conventionally measured as the rate of
growth of real gross product (GDP), which is an indication that businesses hire and
invest, statistically indicating the health and economic situation of each country (Almfraji
& Almsafira, 2013).

2.3 Correlation of these two terms

In the light of the above, it is understood that there is a strong correlation between foreign
direct investment and growth, since a successful foreign investment can help the host
country to increase its growth rates, on the one hand, and the company to maximize its
profits, on the other hand. Therefore, encouraging foreign direct investment constitutes
a priority for an effective policy by state actors, as the economic benefits resulting from
such an investment lead to development results (Batten & Vo, 2009). Furthermore,
researchers report that improving local conditions and accelerating growth are likely to
attract more foreign companies (Alfaro, 2017). However, this relationship between
foreign direct investment and growth is sensitive to country-specific factors that are
determined by external factors of the macroeconomic environment and the policies
pursued by each country (De Mello, 1997).

Nevertheless, concluding this chapter it should be noted that there are studies that
present evidence that is not so encouraging for the correlation of these two concepts
discussed in this paper. In particular, a research carried out in the mid-2000s using
mathematical models has produced inconsistent results, that is, researchers concluded
that, although theoretical models indicated that foreign investment is beneficial for
growth, empirical evidence in fact do not confirm the theory (Elboiashi et al., 2006). The
same researchers stress that the literature finds a stable or zero effect of foreign direct
investment on the productivity of domestic companies and a negative impact on overall
growth as far as developing countries are concerned at both microeconomic and
macroeconomic levels (Elboiashi et al., 2006).
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3. Review of Foreign Direct Investment and Growth in the period 1990-2000

3.1 Socio-economic developments in the period 1990-2000
According to the structure described in the introduction to this chapter, a detailed
literature review will be carried out on foreign direct investment and growth in the
period 1990-2000. This period is of particular importance for the history of humanity,
since many events occurred during this decade, which have affected entire nations. A
year earlier, in 1989, the fall of the Berlin Wall and the subsequent unification of the West
and East Germany as well as the dissolution of the former Soviet Union took place. In
addition, during the 1990s, the war in the Balkans was waged, which resulted in the
division of Yugoslavia into individual countries. Furthermore, the crisis of the Japanese
economy created a complex environment for the international activity of companies.
Research focusing on that period states that in the 1990s technological progress
and capital creation were the most important points of interest in the study of the
economic growth (Choe, 2003). Moreover, in a research conducted in 23 developing
countries and focusing on the period studied in this chapter, researchers found a positive
correlation between foreign direct investment and infrastructure development and
information dissemination as well as growth rate (Hsiao & Shen, 2003). Theory states that
technology transfer can take place in various ways, with foreign direct investment being
one of the main ones, creating a positive correlation between foreign direct investment
and economic growth, according to empirical studies (Choe, 2003). In addition, with
regard to the benefits of companies with an international character, studies carried out in
69 developing countries for the period in question show that it is highly likely that a
company that chooses to invest in a foreign country will have lower costs and greater
productivity compared to domestic competitors due to advanced management skills and
more modern technology (Borensztein et al., 1998).

3.2 An early correlation between Foreign Direct Investment and Growth

What was mentioned in the previous paragraph shows a significant correlation between
the international activity of companies, economic growth, and the factor ‘technological
progress’. It gives the impression that in the period 1990-2000 there was a strong interest
in this issue on the part both of the scientific community and the investors. After all, the
companies’ aim is to maximize their shareholders” profits, and the executives of large
companies seem to have noticed that foreign direct investment is a way to increase
profits. It is no coincidence that data show that in the period 1990-2000 the countries of
the Organization for Economic Co-operation and Development (OECD) held 76% of the
total inflows of foreign direct investment (Baltas et al., 2018).

Nevertheless, research shows that the environment of such investment at that time
was at a quite early stage based on researchers’ results. In particular, the findings of
studies conducted in the 1990s mainly in developing countries show that significant
correlations between the variables studied in this paper do not necessarily mean that high
inflows of foreign direct investment or percentages of GDP lead to economic growth
(Choe, 2003). Furthermore, taxation is a disincentive factor for a multinational to invest
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in another country (Hsiao & Shen, 2003), while Growth seems to affect Foreign Direct
Investment more than Foreign Direct Investment affects Growth, according to the
tindings of that period (Choe, 2003).

3.3 Results of research on continents and countries

If we want at this point of the study to focus on specific continents and countries of the
planet, the results of the various studies reveal interesting information about the period
1990-2000. For example, China, a country with one of the fastest-growing economies, has
been the largest recipient of foreign direct investment among developing countries since
1993.

Figure 3.1: Chinese FDI for the period 1988-2003
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(Source: Tang, Selvanathan, and Selvanathan, 2008)

More specifically, the amount of foreign investment in this country amounted to
488 billion US dollars during the period 1988-2003, with 271,963 multinational companies
operating there since the 1990s (Tang et al., 2008). Using the VAR system in the case of
China, the results of the research have shown that foreign direct investment played an
important role in complementing domestic investment in the 1990s, positively affecting
the country’s economic growth; however, the findings have shown that it was domestic
investment that had the greatest impact on the economic growth, rather than foreign
investment (Tang et al., 2008). Other surveys in countries in the Southeast Asian region
(Indonesia, Malaysia, the Philippines, and Thailand) have shown a positive correlation
between the economic growth of these countries and foreign direct investment (Bende-
Nabende et al., 2001). However, other scientists who studied the case of Indonesia have
pointed out that the effect of foreign direct investment is positive in very few areas, while
in some other areas the performance is even negative (Khaliq & Noy, 2007).

Further research carried out on a sample of 11 Latin American and East Asian
countries during the period in question has shown that foreign direct investment
promotes economic growth in East Asian countries over Latin America (Zhang, 2001).
Going even further, findings of a study conducted in Saudi Arabia reveal a tendency of
the foreign direct investment to affect the country’s economy only in the short term, with
domestic investment and the opening of Saudi Arabia’s trade appearing to be the main
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factors of the country’s growth (Belloumi & Alshehry, 2018). This is perfectly normal as
the countries in that region are economically dependent on the extraction and sale of oil.

3.4 Foreign Direct Investment and Growth: A Controversial Relationship

In conclusion, the review conducted for the period 1990-2000 shows that foreign direct
investment has been considered a driving force that affects economic growth directly or
indirectly, giving a positive correlation; however, in some cases a zero and even a
negative relationship is observed (Almfraji & Almsafira, 2013). The economic data of the
time show a slowdown in productivity during the 1980s to the mid-90s, which is the
decade studied herein, while an increase in productivity by 2.5% is observed since 1995,
which, in combination with the growth in economies, such as of America, had led to a
sharp increase in investment (Baumol & Blinder, 2012, p.188-189). This fact leads to the
conclusion that there was a significant rate of growth in the developed countries from
one point onwards at that time, and this growth was transferred to developing countries,
mainly to East Asian countries, with the help of foreign direct investment. Nevertheless,
it should be noted that the magnitude of commercial freedom, education and
macroeconomic stability in investment host countries have been major determinants for
the effect of these investments on the growth of developing economies (Zhang, 2001).

4. Review of Foreign Direct Investment and Growth in period 2001-2012

4.1 Socio-economic developments in the period 2001-2012

Having formed a satisfactory picture of the foreign direct investment and growth in the
1990s, it was found that there is a significant correlation between these two concepts. But
what about these two variables for the period of 2001-2012? Undoubtedly, this period is
also very important as various socio-economic developments have taken place. Many
countries joined the European Union, while Greece also adopted euro as its national
currency, replacing drachma. However, the most important development was the global
financial crisis in the late 2000s, which led to the collapse of the financial system.

Briefly, as a result of the collapse of the financial system, unemployment in the US
rose to 10.2% in 2009 (Provopoulos, 2014), the GDP of countries such as Finland fell by
5.5% between 2008-2010 (Huhtala et al., 2014), and the economic downturn entered most
countries of the world, with the United Kingdom watching its GDP shrinking by 6.4% in
the first quarters immediately following the outbreak of the financial crisis (Cowling et
al., 2012). The worst news came from countries with weak banking systems, where the
pathogeneses of the past emerged due to the crisis and affected the entire economy, as
was the case of Greece (Ozturk & Sozdemir, 2015). How did all these facts affect foreign
direct investment and growth? This chapter endeavours, among others, to answer this
question.

4.2 Foreign Direct Investment and Growth at the beginning of the period
According to Almfraji and Almsafira (2013), as indicated above, growth is related to
productivity, that is, when an economy increases its potential production through the
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simultaneous increase of the total demand, it increases its growth rates as well. The same
researchers report that, in theory, foreign direct investment directly affects growth
through the accumulation of capital and the integration of new inputs and technologies
into the productive operation of the host country; however, the results vary, depending
on the characteristics of each economy (Almfraji & Almsafira, 2013).

Therefore, the contribution of foreign direct investment to economic growth has
been a widespread issue of study for the academic community (Dinh et al.,, 2019).
Researches present important and useful data on foreign direct investment and growth
in Europe and around the world, while at the same time deepening their research and
the long-term impact of foreign investment. In fact, researchers seem to be mainly
attracted to countries of the Organization for Economic Co-operation and Development
(OECD), since they mainly represent a significant part of the global inflows of foreign
direct investment, which amounts to 70% for this period (Baltas et al., 2018), as data
indicate.

Thus, research for this period has shown that foreign direct investment contributes
to stimulating economic growth in the long term, although it has a negative impact for
the countries studied in the short term (Dinh et al., 2019). Furthermore, scientists who
have studied this issue by focusing on Central and Eastern European countries for that
same period find variations in the inflow of foreign investment and growth for the each
country (Hlavacek & Bal-Domanska, 2016).

4.3 Research results for continents and countries

In more detail, economic and statistical data show interesting variations in a sample of
countries, such as Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Slovenia,
and Slovakia. It was observed that Estonia, Czech Republic, Hungary, and Slovakia have
a higher volume of foreign direct investment, which contributes to the production and,
therefore, to the subsequent increase of the gross domestic product of each country
(Hlavacek & Bal-Domanska, 2016).

In contrast, Lithuania, Poland, Latvia, and Slovenia seem to have been less affected
by foreign direct investment during the period in question (Hlavacek & Bal-Domanska,
2016). The world literature shows that countries like Korea see a strong positive effect of
foreign direct investment on economic growth, while the human capital, exports, and
employment positively affect the subsequent growth of the country (Dinh et al., 2019).
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Graph 4.1: GDP and FDI of Central & Eastern European countries in 2012
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(Source: Hlavacek and Bal-Domanska, 2016)

However, the studies of that period have urged investors to be careful, as, in the
case of China, for example, the fact that the country may have experienced growth
through foreign direct investment at that time does not mean that a slowdown in its
economy would not be likely, if industries of the country, which were mainly affected by
domestic investments, experienced significant decreases in their exports (Tang et al.,
2008). Dinh (2019) concluded that, apart from foreign investment, short-term growth
significantly depends on the positive impact of the money supply, domestic investments,
and the credit given to businesses by the banking system. Therefore, it is understood that,
even if capital flows into a country through investments, this does not necessarily mean
that an economy will flourish.

4.4 How the Financial Crisis Affected Foreign Direct Investment and Growth
Financial crisis is a factor that has significantly affected the macroeconomic environment.
As indicated above, the recent financial crisis, which the whole world suffered in the late
2000s, led to the collapse of the financial system, directly affecting economic activity. As
a result, foreign direct investment was also affected at a European level, with Simionescu
(2016) reporting in a research that time series analysis identified several European Union
countries for which foreign direct investment did not lead to economic growth,
something that was also affected by the recent economic crisis. In addition, the results of
other research also emphasize that foreign direct investment decreases in the years
following a Financial Crisis (Ucal et al., 2010). However, Simionescu (2016) finally
concluded that in the case of the European Union, in general, there is a mutual
relationship between growth and foreign direct investment, while the financial crisis
creates a tendency to reduce disparities between countries as far as the attraction of
foreign investment is concerned in the period studied in this chapter. Hlavacek and Bal-
Domanska (2016) reinforced that view, noting that in the Central and Eastern European
countries they studied a more visible effect of foreign direct investment is observed in the
period 2009-2012. This is, admittedly, a surprising finding, considering the situation
arisen due to the crisis.
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5. Review of Foreign Direct Investment and Growth in the period 2013 to date

5.1 Establishing a link between the periods 2000-2012 and 2013 to date

Based on what was analyzed in the previous paragraphs, it is clear that there is a strong
correlation between the periods 2000-2012 and 2013-present, as the financial crisis of 2008
as well as its impact were not easy to be combated within 4 years, and its consequences
were obviously going to have a long-term impact on the affected countries. this is
confirmed by the downturn which even very strong economies suffered, as mentioned
above. In general, we can see that the financial crisis highlighted pathogeneses in the
banking systems and economy of countries, such as Greece, making companies more
pessimistic to invest in them. According to Baltas (2018), in the early 2010s foreign direct
investment was too little, as the country was ranked in the bottom twenty out of a list of
141 countries, with the country’s complex tax system, constant changes and bureaucracy
being inhibitors to investment. In other words, this is contrary to what we have seen
above concerning the countries of Central and Eastern Europe. This information,
therefore, confirms that the response to the crisis was more difficult for some countries,
and the purpose of this chapter is to initially investigate the role of foreign direct
investment in the new decade following the crisis outbreak. Did growth resume or does
the downturn continue to affect some countries?

5.2 The impact of the Financial Crisis during the first years of the period from 2013 to
date

The results show that, due to the crisis, there was a very strong effect on foreign direct
investment inflows over a long time period in a sample of countries studied by Stoddard
and Noy (2015), who stress that the financial crisis reduced the value of horizontal and
vertical foreign direct investment, negatively affecting M&A activities. Poulsen and
Hufbauer (2011) have predicted that the recovery of the economy and foreign investment
will return to pre-crisis levels after 2014. The world economy was in a recessionary
rhythm throughout the previous time, and the main goal of businesses and countries was
their survival and the best possible management of the crisis.

This is confirmed by the fact that all industrialized countries introduced
temporary stimulus packages to deal with the crisis, however, they were not guided by
any model, as there was insufficient research information (Ramey, 2019). Due to the
crisis, the conditions of the macroeconomic environment had created a “brave new world”
for capital flows (Hannan, 2017). However, as stated in the literature, foreign direct
investment continue to dominate the overall flows in combination with the increasing
trend of portfolio flows and other investments (Hannan, 2017), despite the decline they
suffered in the previous period (2008-2011).

5.3 Resume of Foreign Direct Investment and Growth

The above reference to capital flows makes it clear that, following the crisis turmoil and
the subsequent problems in the years that followed, the review shows that these flows
increased with the aim of getting the economy out of the downturn and back onto the
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path of growth. Perhaps this would have been achieved earlier, if policymakers had had
the knowledge to formulate policies based more on tax rate reductions (Ramey, 2019).

Graph 5.1: Gross capital inflows 2009-2015 (share of GDP)
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Thus, the research results showed that until 2015, with the opening of trade after
the crisis, capital flows and, in particular, foreign direct investment pushed up foreign
investment on the gross domestic product of developing countries, significantly
contributing to the achievement of the Growth target (Hannan, 2017). Alvarado (2017)
reports that, in a survey carried out in 19 Latin American countries, the results showed
that there was a significant increase in foreign direct investment, with these countries
benefiting from the transfer of technology and human capital. Therefore, the conclusion
that follows from the above is that, despite the adversity, foreign direct investment
withstood the crisis and, when permitted, it began to increase again after the
normalization of the economy.

5.4 BREXIT

Nevertheless, the changes in the external environment — while the economy was
improving — created a new complexity in the field of foreign direct investment. In
particular, the decision of the United Kingdom to leave the European Union following a
referendum had a significant impact on the financial markets of the countries of the
Organization for Economic Co-operation and Development, affecting capital flows
related to foreign investment as well (Welfens & Baier, 2018), as stated in the literature.
More specifically, the data have indicated that BREXIT resulted in a significant reduction
in foreign investment inflows into Europe, with the pound depreciating in 2016-2018
(Welfens & Baier, 2018). Eventually, following many negotiations between the United
Kingdom and the European Union, an agreement was finally reached on Britain’s
withdrawal from the European Union.
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5.5 The COVID-19 Pandemic

However, once again in this period (2013 to date) the variables studied in the present
paper seem to have been significantly affected by developments in the world. This time
it was not about a financial crisis or a confrontation between countries and organizations,
but something even more important, something that had to do with the health. Thus,
while growth had resumed in most countries, the health crisis due to the COVID-19 virus
also affected the economy in many ways. The subsequent lockdowns that took place in
order to reduce the spread of the virus resulted in the temporary closure of businesses,
thus reducing the production of factories. As far as foreign direct investment is
concerned, the COVID-19 pandemic, not unexpectedly, negatively affected the foreign
direct investment flows, as specifically stated in the literature, however, with its impact
varying from country to country (Fu et al., 2021).

More specifically, in a panel survey conducted in 96 countries from January 2019
until June 2020, the results showed that investors were not willing to invest in countries
where COVID-19 spread rapidly, while investors reduced the value of investments that
withstood, that is, they began to pay less capital (Fu et al., 2021). Other research indicated
that such a shock to the global economy changed the investors” behavior (Jaworek et al.,
2020). In particular, the pandemic has played an important role in deciding whether to
invest in emerging countries, in which traditionally more investments are made, as
confirmed by the above researches. Finally, it should be noted that the impact of the
pandemic on foreign investment has varied from sector to sector. In particular, there has
been no significant impact on agriculture and the mining sector in relation to tourism and
education, which require a mass movement of people (Fu et al., 2021).

6. Conclusions and Suggestions

In conclusion, the literature review highlighted important information on foreign direct
investment and growth. Since the 1980s companies began to be more extroverted, shows
research. As indicated above, the period 1990-2000 reveals a significant growth in the
field of foreign direct investment as the need of companies to acquire new innovative
knowledge and production at the lowest possible cost led investors to increase their
investments in foreign countries. This has maximized the profits of the multinational
corporations, on the one hand, while the host countries have benefited from the
technology transfer by foreign companies, on the other hand, which has contributed to
the productivity growth by enhancing the gross domestic product of emerging countries,
thus increasing their growth rates. Therefore, based on the economic and statistical data,
scientists concluded that foreign direct investment has a significantly positive correlation
with the development of countries, however the extent varies depending on specific
characteristics of each country.

The same pattern was maintained in the first few years of the second period on
which the present paper focuses. According to what was mentioned in the above
chapters, at the beginning of the period 2001-2012, foreign investment continued to
increase in emerging countries, but also in the countries members of the Organization for
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Economic Co-operation and Development (OECD), which accounted for 70% of the
global inflows of Foreign Direct Investment (Baltas et al., 2018). However, such high
foreign capital flows in some countries did not affect growth to such a great extent,
something that has been observed mainly in Southeast Asian countries, where —
according to the data analyzed in the second chapter — foreign investment in other
countries had a positive effect, while in some other countries little or no contribution to
growth. Indonesia, for instance, relied mainly on domestic investment flows to achieve
growth. Almfraji and Almsafira (2013) described the situation that prevailed at that time
in the best viable way, while, in a survey they conducted, they report that until 2012 the
results indicated a significantly positive relationship between foreign direct investment
and growth, which, however, had opposite to the desired results in some cases, with
many factors affecting this relationship.

However, despite this growth trend, the financial crisis in the late 2000s was so
severe that it has significantly affected the world. Very powerful countries had received
severe blows to their banking system and their economy, and the whole world had
entered a new era characterized by intense downturn. The countries that were relatively
well-organized were able to deal more effectively with the storm of the crisis contrary to
countries such as Greece, which collapsed due to chronic pathogeneses. While, in general,
it seems that the period of 2013 to date is a period of intense challenges for investors as
well as entire countries, with one crisis succeeding the other, the most recent being the
energy crisis after the start of the war in Ukraine and the successive sanctions between
the West and Russia. The businesses are asked to decipher the applicable environment,
when choosing a location to invest in. As Nielsen (2017) points out, scientists need
significant study of the right location, in which an extrovert company should make a
foreign direct investment. Therefore, research and development centers of multinational
companies play an important role, as they have the ability to discover new technologies
and locations around the world, where the environment is suitable for foreign
investment. Innovation parks can also help companies around the world to find the right
places where their projects can thrive with the view to maximizing profits for companies,
on the one hand, and boosting the domestic development of the host countries, on the
other hand.

The scientific community has a catalytic role in achieving the above, as future
research could give new knowledge to the academic community by studying the impact
and the effects of the energy crisis, which can be particularly useful for the real economy,
since the recording and analysis of the successive crises of recent years could give useful
information to companies. It is more relevant than ever for university institutions and the
business community to achieve that degree of cooperation that will result in innovative
ideas which will be directly transferred from theory to practice, that is, to the production
process. This should be the axis of the future research with the ultimate goal of increasing
foreign direct investment even by companies originating from countries with
comparatively lower GDP compared to the strong economies of the world.
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