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Foreign Politics and Economics

Let’s assume that I’m interested in foreign elections and
economics.

Where do we start?
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Google Scholar

Let’s put "foreign politics and economics" into google scholar:
"The politics of foreign direct investment into developing
countries: increasing FDI through international trade
agreements?"

"Economic and political determinants of foreign direct
investment"

"Domestic politics, foreign interests, and international trade
policy"

"United States development assistance policy: the
domestic politics of foreign economic aid."
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Looking at the Results

What trends do you see?

Are there any papers that we should read from this list?

What’s the next step.
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Looking at the Results

FDI seems to be important.

Foreign aid is important from the domestic politics side.

Tariffs also seem to be important for the domestic policy
side.
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Looking at the Results

Define the three terms. Also, how do the relate to foreign
politics?

FDI

Foreign aid

Tariffs
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Framing a Question

"How does FDI affect foreign elections?"

"How does foreign aid affect foreign elections?"

"Which is more effective in changing foreign elections:
foreign aid or FDI?"

"Do firms lobby for tariff changes in other countries?"
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Which Question to go with?

To narrow down the questions, you may want to see if
anyone has already addressed those specific questions.

Let’s go back to google and just type in each question?
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What’s an Interesting Question?

No single paper has directly addressed your question.

There should be some information on the topic at hand.

That is, it should be specific but not too specific.
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What’s an Interesting Question?

The best question to ask is then either "How does FDI
affect foreign elections?" or "Which is more effective in
changing foreign elections: foreign aid or FDI?"

Is one better than the other?

Could we still ask "How does foreign aid affect foreign
elections?" in a way that makes the question novel.
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How does FDI affect foreign elections?

Now, we move into gathering information.

First, it may help to search for FDI in general.

Second, we should look at the effects of incoming FDI or
the presence of MNEs on the political economy of a host
country.
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FDI

FDI has been associated with increases in economic
growth in host economies.

These investments can enhance the transfer of technology
and increase competition, while potentially increasing the
quality of firms.

Bevan and Estrin (2004) find that host countries’ labor
costs, market size, and distance from the home country
predict FDI.
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Political Effects

Henisz and Mansfield (2006) determine that domestic
factors, specifically the unemployment rate and the veto
power of individuals in government, influence a country’s
international trade policy. The authors find that
deteriorating macroeconomic conditions contribute to a
worsening trade policy unless the government has a large
amount of veto power to prevent domestic lobbying from
pushing trade restrictions.

The determinants of trade related policy have been
explored in the past (Bown and Tovar, 2011; Gawande,
Hoekman, and Cui, 2011)
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Political Effects

Foreign firms’ influence of public policy has also been
attributed to bribery (Hellman and Kaufman, 2002).

Gawande, Krishna, and Robbins (2004) use data on
foreign political activity in the US and find that foreign
lobbying can influence trade policy by lowering trade
barriers for the sector that the lobby represents.
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Political Effects

Desborder and Vauday (2007) further explore the
relationship between domestic and foreign firms’ political
influence. Using cross-sectional data from developing
countries, they find that MNEs are able to obtain fiscal and
regulatory advantages that result in favorable entry
conditions such as lower taxes.

Cole, Elliot, and Fredriksson (2006) use the degree of
public infrastructure and the market size as instrumental
variables to show FDI’s effect on environmental regulation.
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What did we learn?

Firms will lobby and bribe foreign governments.

No one has looked at elections directly.

FDI encourages economic growth.
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Thesis

Through an increase in employment, available products,
and political contributions, increased multinational activity
in a host country helps that countries political parties that
are already in power, especially if they are pro-trade.
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countries are becoming increasingly connected with one
each other (explain FDI)

it is essential to study the influence multinational firms
have on political outcomes in the countries where they
locate (why the reader should care)

THESIS
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Main Point 1: FDI brings a lot of positive benefits that
are seen by the voting population.

subsections:
Employment

Products

Growth and technology change

People will be happier as FDI occurs
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Main Point 2: Some parties enact policies that are
more beneficial to MNEs

subsections:
differences across political parties can result in different
policy outcomes

left-wing governments disbursed more funds for public
service, transportation, housing, and health

Right leaning political parties have been seen to enact
more trade friendly legislation than their left leaning
counterparts.
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Main Point 3: Multinational firms can lobby political
parties, which gives them more money to use in
elections.

subsections:
Parties that are pro-trade will have more funds to use.

Right wing parties benefit

current major parties would benefit as well
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Conclusion

FDI makes people in a host country happier.

Multinational companies have an incentive to lobby
governments for their interest.

Countries with more FDI should see right wing parties and
parties already in power see higher vote shares in
elections.
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