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Abstract

Countries that do not participate in the process of globalisation, or those having inferior or
inadequate policies compared to developed or other developing countries, run the risk of

becoming comparatively less competitive in the global economy.

With the goals set out in the United Nations Millennium Declaration and NEPAD initiatives,
and given the advantages of foreign direct investment (FDI) to developing countries, the aim
of this study is to evaluate the influences of a number of economic and socio-political
determinants of a host country in attracting FDI. It also includes an assessment of the
influences of neighbouring countries on the host country’s FDI attractiveness. Panel data
econometric tools are used in the estimation and evaluation of empirical results. Three
groups, consisting of developed, emerging and African countries are evaluated, with the main
emphasis on African countries. Results, in general, indicate that an improvement in civil
liberties and political rights, improved infrastructure, higher growth rates and a higher degree
of openness of the host country, lead to increases in FDI; higher levels of human capital
attract FDI to the developed countries but deter FDI in emerging and African countries —
indicating cheap labour as a determinant of FDI. Oil-endowed countries in Africa’s attract
more FDI than non-oil endowed countries — emphasising the importance of natural resources

in Africa.
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Empirical results of the influences of neighbouring countries on the host country’s FDI show
that, if civil liberties and political rights of neighbouring countries in the developed and
emerging country sample worsen, the FDI in the host country improves. However, the
opposite is true in the African sample — if civil liberties and political risk in the neighbouring

countries worsen, host country’s FDI decreases.

In reaching higher levels of sustainable growth, poverty reduction, improved living standards
and sustainable investment, policy recommendations need to emphasise the responsibility of
African countries in boosting long-term confidence in their economies. This can be done
through a number of policies aimed at stabilisation and privatisation. Neighbouring countries
also need to strive towards stability in their own countries and thereby improving regional

FDI attractiveness.
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