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Introduction

Investments, particularly foreign direct investments 
(FDIs), play an important role in an economy. They 
fill the gaps between the savings and investments 
needs/plans of a country, transfer technology 
from developed to developing economies, increase 
productivity, and reduce unemployment (Jiao 2016; 
Sabir, Rafique, and Abbas 2019). During crises, 
such as the COVID-19 pandemic, FDIs can play 
the important roles of financially and technically 
supporting their local and foreign business affiliates 
and their host countries (OECD 2020b). 

Formally defined, FDI is “a category of cross-
border investment in which an investor in one 
economy establishes a lasting interest in and a 
significant degree of influence over an enterprise in 
another economy” (OECD iLibrary 2021). These are 
the “large, physical investments foreign businesses 
bring into a country,” in contrast to foreign portfolio 
investments that are said to be more fluid in nature 
(Jiao 2016). FDI has the following components: 
(1) equity capital, (2) reinvested earnings, or (3) 
intracompany debt. Equity capital often involves 
“new investments,” including greenfield investments 
(overseas-based subsidiaries) or mergers and 
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acquisitions; hence this component is of great 
importance to economies. Reinvested earnings, 
on the other hand, are the proportion of earnings 
that the parent company uses to fund its affiliate/s. 
This component is noted to be the least volatile. 
Lastly, intracompany debt is said to be the “most 
volatile component” of FDIs and is “often driven by . 
. . short-term financing needs” instead of a “larger . . . 
macroeconomic phenomen[on]” (OECD 2020a).

Even before the pandemic, FDI flows were 
already dwindling globally. In 2019, the recorded 
FDI flows were lower than any of those recorded 
from 2010 to 2017, continuing the general decline 
in FDIs since 2015. Despite the declining FDI flows, 
the United States and China remain to be the major 
FDI recipients. On the other hand, Japan and the 
United States were notably the leading sources of 
FDI worldwide at that time (OECD 2020a). With the 
current pandemic, FDI flows are expected to decline 
sharply. Reductions in equity capital and reinvested 
earnings are predicted to significantly account for this 
fall because multinational businesses will be reducing, 
postponing, or even halting their investments and 
reinvestments. This effect, however, will not be true 
for all. While we expect industries and countries to 
generally lag, certain types of industries and countries 
may thrive. On the one hand, the manufacturing, 
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transportation, and other primary sectors are said 
to see large drops in their earnings. On the other 
hand, information services, technology, healthcare, 
and e-commerce, among others, are said to be the 
new trend, possibly recording growth. Moreover, 
developing countries are said to be affected worse 
than developed countries. This is because the former 
have a larger proportion of FDIs in badly hit sectors 
while the latter have more FDIs in rising industries. 
Also, developing economies have limited capacity 
to effectively battle the pandemic as compared to 
developed countries (OECD 2020a, 2020b; Taylor-
Strauss and Koenig 2020/2021; UNCTAD 2021).

To attract FDIs, countries need to consider 
three factors: (1) macroeconomic characteristics 
and conditions, (2) trade policies, and (3) the quality 
of institutions. Macroeconomic characteristics and 
conditions of a country include natural resource 
endowment, human capital (e.g., labor force, 
population, education), infrastructure (e.g., physical 
and digital infrastructure), cultural systems, inflation, 
and economic growth, among others. Trade policies, on 
the other hand, include government policies on trade 
(e.g., tariffs, nontariff barriers, taxes, incentives), trade 
openness, trade/investment treaties, among others. 
Lastly, vital dimensions of institutions that attract 
FDIs include “voice and accountability,” “political 
stability,” “government effectiveness,” “regulatory 
quality,” “rule of law,” and “control of corruption,” 
among others (Kaufmann and Kraay 2021). 

In general, based on several studies, countries 
with favorable macroeconomic characteristics 
and conditions (e.g., better economic growth, 
infrastructure, education, and market size), 
accommodating trade policies (e.g., more liberalized 
business environments and more trading partners), 
and good quality institutions (e.g., better regulatory 
and legal frameworks, stable political environment, 
transparent rules and regulations, and prevention 
of corruption) attract more and better quality 
FDIs (Ambashi 2017; Brooks and Sumulong 2003; 
Bruinshoofd 2016; Buitrago and Barbosa Camargo 
2021; Karimi, Yusop, Hook 2009; Peres, Ameer, Xu 
2018; Sabir, Rafique, and Abbas 2019; Ullah and Khan, 
2017; UNCTAD 2011; World Bank 2017, 2021).

Various studies showed the importance of 
governance in attracting FDIs. Khan et al. (2019) 

concluded that “institutional factors” help in securing 
many FDIs, and that India was able to “attract more 
[FDIs] due to good governance” (1256). FDIs are 
positively correlated to good governance (McCloud 
and Delgado 2021) and sustainability reporting 
(Chipalkatti, Le, and Rishi 2021). Alternatively, 
corruption negatively affects foreign investments 
(Brada et al. 2019; Tinatin 2019). Some research shows 
a nonlinear relationship between corruption and FDI. 
“[H]ighly transparent nations attract the most foreign 
investment” but “extremely corrupt countries attract 
more investment than moderately corrupt countries” 
(Hu et al., 2018, 164; Brada et al. 2019). Egger and 
Winner (2005) argued that corruption is a stimulus for 
FDI as it allows for circumventing of regulatory and 
administrative restrictions. 

This is, however, not an endorsement of 
corruption but an argument in favor of eliminating 
corruption that “allow[s] government officials to share 
in the profits from foreign investment” (Egger and 
Winner 2005, 949). Countries like the Philippines 
“with insignificant or low returns to FDI may benefit 
substantially from reducing corruption” (Delgado, 
McCloud, and Kumbhakar 2014, 298). Similarly, weak 
states discourage foreign investments. Weak policies 
on intellectual property rights (IPR) discourage 
R&D investments and can distort the availability 
of technologies in the country (Albino-Pimentel, 
Dussauge, and El Nayal 2022). Political uncertainty 
can also reduce FDIs (He, Huang, and Fang 2021).  
“Financial development, International Financial 
Reporting Standards (IFRS), and rule of law” are also 
important for foreign investments (Akisik 2020).

Given this context, we aim to (1) identify some 
key issues, strategies, and trends on domestic and 
foreign investment mobilization; (2) investigate 
the role of institutions, macroeconomic conditions, 
and trade policies in attracting investments; and (3) 
outline pathways forward for the Philippines to attract 
investments. We attain these goals by presenting 
(1) the concise context on the investment climate 
(presented above), (2) trends on various governance 
indices of the Philippines and of some neighboring 
countries, and (3) statistical runs that examine the 
role of good governance, macroeconomic conditions, 
and trade policies on investment mobilization using 
world governance and development indicators. 
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Recent institutional trends in the 
Philippines

The recent trends in the institutional state of the 
Philippines may bring some challenges to the 
next administration if, indeed, institutions play a 
significant role in mobilizing FDI. 

One of the most cited indicators of perceived 
corruption is the Corruption Perception Index (CPI) 
by Transparency International. The organization 
ranks 180 countries according to the levels of public 
sector corruption. The higher the rank, the higher 
the risk of perceived corruption in the country 
(Transparency International 2021). The country’s 
ranking in the CPI has improved since 2010. From 
being ranked 146th in 2010, we have improved to rank 
85th in 2014. However, recent trends show an increase 
in perceived corruption in the country bringing us 
back to rank 115th in 2020. Notably, our country is 
the worst-performing country among the ASEAN-5 in 
terms of the CPI for most of the period from 2010 to 
2020.

FIGURE 1. Corruption Perception Index of the ASEAN 5

SOURCE: Transparency International 2021.

We also look at the scores in the Worldwide 
Governance Indicators of the ASEAN-5. The 
indicators have “six broad dimensions of governance” 
based on different data sources capturing governance 
perceptions on (a) “voice and accountability,” (b) 
“political stability and absence of violence/terrorism,” 
(c) “government effectiveness,” (d) “regulatory quality,” 
(e) “rule of law,” and (f ) “control of corruption.” The 
values range from −2.5 to +2.5, with a higher score 
indicating that a country has better governance 
(Kaufmann, Kraay, and Mastruzzi 2010).

These figures show the Philippines trailing 
behind its ASEAN-5 neighbors in institutional quality. 
Except for voice and accountability, our country is 

FIGURE 2. Voice and accountability index of the ASEAN-5

Source: Kaufmann and Kraay 2021.

FIGURE 3. Political stability and absence of violence index of 
the ASEAN-5

SOURCE: Kaufmann and Kraay 2021.
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FIGURE 4. Government effectiveness index of the ASEAN-5

SOURCE: Kaufmann and Kraay 2021.

FIGURE 5. Regulatory quality index of the ASEAN-5

SOURCE: Kaufmann and Kraay 2021.

FIGURE 6. Rule of law index of the ASEAN-5

SOURCE: Kaufmann and Kraay 2021.

FIGURE 7. Control of corruption index of the ASEAN-5

SOURCE: Kaufmann and Kraay 2021.
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consistently at the bottom two in terms of the other 
dimensions of governance for both periods (2010–
2015; 2016–2019). Moreover, from the graphs, we can 
see that there are apparent declines or stagnation in 
the quality of institutions in the Philippines during the 
period between 2016 and 2019. These trends make our 

Regression Analysis—Data, Methodology, 
and Model

We investigated how macroeconomic 
characteristics and conditions, trade policies, and 
institutions affect FDI using data of 126 countries 
starting from 1996 to 2019 (the coverage of the dataset 
is limited by the availability of data on all variables 

country the worst-performing country on four of these 
dimensions among the ASEAN-5.  

The freedom-in-the-world scores of the 
Philippines have indicated similar patterns of 
deteriorating political rights and civil liberties over the 
years.

FIGURE 8. Freedom in the World scores of the Philippines
SOURCE: Freedom House 2022.

utilized). Data for macroeconomic characteristics/
conditions and trade policies all came from the 
World Development Indicators (World Bank 2022), 
while indices of institutional quality come from 
the Worldwide Governance Indicators (Kaufmann 
and Kraay 2021). From these, we will estimate the 
following model:

where i represents country i, t represents 
year t, ln(FDIit ) is the natural logarithm of FDI 
net inflows (in current US dollars),  institution_it 
corresponds to an institutional dimension, gdppcit 
is the gross domestic product (GDP) per capita (in 
constant 2010 US dollars), mobileit is the number 
of mobile subscriptions per 100 people, infit is the 
inflation rate, gfcfit is the gross fixed capital formation 
(expressed as a percentage of GDP), lfit is the labor 

force participation rate, lifeexpit is the life expectancy 
at birth, schoollifeexpit is the expected number 
of years of schooling, popit is the total population, 
merchandisetradeit is the sum of merchandise exports 
and imports (expressed as a percentage of GDP, in 
current US dollars), ln(FDI)lagit  is the one-year lag of 
ln(FDIit ), vi is the time-invariant country fixed effect, 
uit is the error term that varies across time and space. 
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The institutional dimensions we considered for 
this analysis are (1) voice and accountability (vae), (2) 
political stability and absence of violence (pve), (3) 
government effectiveness (gee), (4) regulatory quality 
(rqe), (5) rule of law (rle), and (6) control of corruption 
(cce). These six dimensions were summed to generate 
an aggregate governance index (gov), consistent with 

The variables gdppc, mobile, inf, gfcf, lf, lifeexp, 
schoollifeexp, and pop all describe the macroeconomic 
conditions and characteristics of a country. 
gdppc, mobile, and inf capture a country’s level of 
development, infrastructure, and macroeconomic 
instability and tension, respectively (Sabir, Rafique, 
and Abbas 2019). gfcf represents the country’s 
domestic investment climate (Ullah and Khan 2017). 
pop captures the country’s market size (Peres, Ameer, 
and Xu 2018). lf, lifeexp, and schoollifeexp, on the other 
hand, all describe the quality of human capital in a 
country. The last two mentioned variables are used in 
the computation of the Human Development Index. 

TABLE 1. Correlation matrix of institutional variables

vae pve gee rqe rle cce gov

vae 1

pve 0.6798 1

gee 0.7501 0.6999 1

rqe 0.7738 0.6528 0.9344 1

rle 0.8174 0.7778 0.9334 0.9051 1

cce 0.7741 0.7411 0.9233 0.8666 0.9421 1

gov 0.8705 0.8263 0.9514 0.9317 0.9759 0.9526 1

SOURCE: Author

the method of Peres, Ameer, and Xu (2018). Table 
1 shows the correlation matrix of the institutional 
variables. We can see that the indices have a high 
correlation between them, which may cause some 
estimation problems. Hence, we run these institutional 
indices separately along with the other control 
variables.

The variables merchandise trade and ln(FDI)
lagit, on the other hand, can describe a country’s trade 
policies. merchandise trade is our proxy for trade 
openness (Sabir, Rafique, and Abbas 2019), while 
ln(FDI)lagit accounts for how previously attracted FDI 
affect current FDI inflows (Peres, Ameer, and Xu 2018). 

Our dependent variable ln(FDIit) is the natural 
logarithmic transformation of the total direct 
investment equity flows in the reporting economy. 
Tables 2 and 3 present the descriptive statistics of the 
variables for the developing and developed countries, 
respectively.



7U P  C I D S  P O L I C Y  BR I E F  2 0 2 2 - 1 1

TABLE 2. Descriptive statistics of developing countries

Variable Observation Mean Standard 
Deviation

Minimum Maximum

ln(FDI) 3,066 17.6358 2.7213 2.3026 24.6474

vae 1,726 −0.6543 0.7461 −2.3134 1.1751

pve 1,716 −0.6690 0.9189 −3.3149 1.4227

gee 1,718 −0.7970 0.5331 −2.4751 0.8295

rqe 1,719 −0.7737 0.5609 −2.6450 0.4714

rle 1,726 −0.7543 0.5853 −2.6064 1.0442

cce 1,722 −0.7133 0.5424 −1.9052 1.6484

gov 1,712 −4.3875 3.2018 −14.6963 3.7828

gdppc 3,288 1301.2250 923.9613 164.3366 4830.1850

mobile 3,566 20.9261 36.1799 0.0000 161.1017

lf 933 58.2003 13.8254 17.9900 94.3000

gfcf 2,797 34.9294 529.5785 −18.1086 23773.1300

merchandise trade 2,654 21.6691 10.1132 −2.4244 93.5475

lifeexp 3,289 51.0039 28.3277 4.9094 244.8881

schoollifeexp 3,930 57.1153 9.5171 18.9070 76.9780

pop 4,000 30,000,000 114,000,000 51,142 1,380,000,000

ln(FDI)lag 3,066 17.6358 2.7213 2.3026 24.6474

SOURCE: Author

TABLE 3. Descriptive statistics of developed countries

Variable Observation Mean Standard 
Deviation

Minimum Maximum

ln(FDI) 4,594 19.9029 2.9452 9.2103 27.3215

vae 2,719 0.3824 0.9288 −2.2592 1.8010

pve 2,694 0.3880 0.8158 −3.1808 1.9651

gee 2,661 0.4697 0.9038 −2.0886 2.4370

rqe 2,660 0.4544 0.9137 −2.3632 2.2605

rle 2,725 0.4348 0.9243 −2.3461 2.1297

cce 2,671 0.4180 0.9760 −1.8158 2.4700

gov 2,625 2.5084 4.9542 −11.7805 11.8174

gdppc 5,291 19725.4000 22740.3000 228.5154 209224.5000

mobile 5,781 42.7193 55.6471 0.0000 345.3245

lf 3,238 59.9898 9.1084 19.9300 91.8100

gfcf 4,586 20.2181 166.7291 −17.6404 7481.6640

merchandisetrade 4,309 23.2041 6.5929 0.7345 64.0087

lifeexp 5,144 69.7211 56.8724 4.9218 957.7840

schoollifeexp 5,853 71.7490 6.4686 39.8480 85.4171

pop 6,984 24,200,000 106,000,000 5,707 1,400,000,000

ln(FDI)lag 4,594 19.9029 2.9452 9.2103 27.3215

SOURCE: Author
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We estimated the model above using the fixed 
effects panel data estimation method to remove the 
time-invariant country fixed effects that may adversely 
influence our analysis. In addition, we analyzed 
developed (i.e., if country is classified as high-income 
and upper-middle income) and developing (i.e., low-
income and lower-middle income) countries separately 
since the independent variables, particularly the 
institutional dimensions, are said to have different 
effects on these distinct groups (Peres, Ameer, and Xu 
2018; Sabir, Rafique, and Abbas 2019).  

Regression Analysis—Results and 
Discussion

From the results (Tables 4 and 5), we can see that 
institutional quality, indeed, has the great potential 
to attract FDI, which is true for both developing 
and developed countries. This is evidenced by the 
statistically significant positive coefficients of several 
dimensions of institutional quality (i.e., political 
stability and regulatory quality for developing 
countries; voice and accountability for developed 

countries). For both developing and developed 
countries, infrastructure (as proxied by mobile 
subscriptions), the domestic investment climate (as 
proxied by gross fixed capital formation), the expected 
number of years of schooling, and lagged FDI all help 
in attracting FDI. These are consistent with the results 
of Ullah and Khan (2017), Peres, Ameer, and Xu (2018), 
and Sabir, Rafique, and Abbas (2019). 

On the other hand, a country’s level of development 
(as proxied by GDP per capita) and trade openness 
(as proxied by merchandise trade) only attract FDI 
for developed countries. For developing countries, life 
expectancy and surprisingly, inflation, help attract 
FDI. These results somehow differ from those of the 
previously mentioned papers. We can see that the 
statistically significant positive coefficients of the 
institutional dimensions have the largest magnitude 
among other significant independent variables, 
followed by lagged FDI and/or school life expectancy. 
This provides evidence that institutional quality 
is a pivotal determinant of FDI, along with other 
macroeconomic characteristics/conditions and trade 
policies of a country. 

TABLE 4. Regression results for developing countries
	

vae pve gee rqe rle cce gov

b/(rob. se) b/(rob. se) b/(rob. se) b/(rob. se) b/(rob. se) b/(rob. se) b/(rob. se)

Institutional 
dimension

−0.33574 0.44680*** 0.12147 0.63471** −0.14519 −0.02096 0.08504

(0.22) (0.14) (0.30) (0.31) (0.32) (0.30) (0.06)

gdppc 0.00019 0.00011 0.00014 0.00016 0.00014 0.00014 0.00014

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

mobile 0.00336 0.00542** 0.00312 0.00318 0.00258 0.00292 0.00373

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

lf −0.00173 0.00071 −0.00071 0.00003 −0.00109 −0.00097 −0.00001

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

inf 0.02042* 0.01973* 0.01882* 0.01914* 0.01846* 0.01881* 0.01866*  

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

gfcf 0.05722*** 0.04639*** 0.05642*** 0.05550*** 0.05705*** 0.05697*** 0.05369***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

merchandisetrade −0.0004 0.0014 0.0001 0.00028 0.00001 0.00015 0.00065

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

lifeexp 0.08827** 0.05851 0.07932* 0.04628 0.09462** 0.08715** 0.05993

(0.04) (0.04) (0.04) (0.04) (0.04) (0.04) (0.04)

schoollifeexp 0.22415*** 0.27020*** 0.24424*** 0.31279*** 0.22704*** 0.23356*** 0.27169***

(0.08) (0.08) (0.08) (0.08) (0.08) (0.08) (0.08)

Pop −0.00 0.00 −0.00 −0.00 −0.00 −0.00 0.00

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
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ln(FDI)lag 0.13951*** 0.11348** 0.13950*** 0.13695*** 0.14522*** 0.14144*** 0.13236***

(0.05) (0.05) (0.05) (0.05) (0.05) (0.05) (0.05)

Constant 6.84577*** 9.25514*** 7.46710*** 9.09883*** 6.43755** 6.95909*** 8.75438***

(2.23) (2.28) (2.48) (2.43) (2.59) (2.50) (2.56)

R2 overall 0.15 0.09 0.16 0.15 0.16 0.16 0.14

R2 within 0.62 0.63 0.61 0.62 0.61 0.61 0.62

R2 between 0.03 0 0.03 0.02 0.03 0.03 0.01

Observation 240 240 240 240 240 240 240

Groups 44 44 44 44 44 44 44

Average Group Size 5 5 5 5 5 5 5

* p < 0.10 ** p < 0.05, *** p < 0.01

SOURCE: Author

TABLE 5. Regression results for developed countries

vae pve gee rqe rle cce gov

b/(rob. se) b/(rob. se) b/(rob. se) b/(rob. se) b/(rob. se) b/(rob. se) b/(rob. se)

Institutional 
dimension

0.40494** −0.04396 −0.1079 0.05368 −0.01338 0.07403 0.00986

(0.18) (0.10) (0.15) (0.15) (0.17) (0.14) (0.03)

gdppc 0.00002** 0.00002* 0.00002* 0.00002* 0.00002* 0.00002* 0.00002*

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

mobile 0.00373*** 0.00381*** 0.00389*** 0.00370*** 0.00379*** 0.00376*** 0.00375***

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

lf −0.00574 −0.00378 −0.00348 −0.00482 −0.00417 −0.0048 −0.00465

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

inf −0.00674 −0.00844 −0.00868 −0.0079 −0.00822 −0.0077 −0.00789

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

gfcf 0.03524*** 0.03617*** 0.03587*** 0.03554*** 0.03586*** 0.03533*** 0.03560***

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)

merchandisetrade 0.00620*** 0.00654*** 0.00663*** 0.00650*** 0.00651*** 0.00648*** 0.00647***

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

lifeexp −0.04097 −0.04227 −0.03958 −0.04021 −0.04046 −0.04167 −0.04077

(0.03) (0.03) (0.03) (0.03) (0.03) (0.03) (0.03)

schoollifeexp 0.08716** 0.07657* 0.07605* 0.07660* 0.07632* 0.07883** 0.07747*

(0.04) (0.04) (0.04) (0.04) (0.04) (0.04) (0.04)

Pop −0.00 −0.00 −0.00 −0.00 −0.00 −0.00 −0.00

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

ln(FDI)lag 0.38169*** 0.38386*** 0.38417*** 0.38390*** 0.38396*** 0.38338*** 0.38373***

(0.03) (0.03) (0.03) (0.03) (0.03) (0.03) (0.03)

Constant 13.85168*** 14.20352*** 14.06329*** 14.05965*** 14.08718*** 14.13242*** 14.08136***

−2.33 −2.34 −2.33 −2.33 −2.34 −2.33 −2.33

R2 overall 0.39 0.44 0.41 0.45 0.44 0.46 0.44

R2 within 0.37 0.36 0.36 0.36 0.36 0.36 0.36

R2 between 0.36 0.44 0.39 0.46 0.43 0.46 0.44

Observation 1002 1002 1002 1002 1002 1002 1002

Groups 82 82 82 82 82 82 82

Average Group 
Size

12 12 12 12 12 12 12

* p < 0.10 ** p < 0.05, *** p < 0.01

SOURCE: Author
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Our results on the effects of institutional quality 
somehow differ with Peres, Ameer, and Xu (2018) and 
Sabir, Rafique, and Abbas (2019), where they found 
that developed countries are more benefitted by good 
institutions. In our case, developing countries seem to 
be better benefitted than developed countries by good 
institutions (i.e., developing countries are positively 
affected by two dimensions of institutional quality as 
opposed to developed countries who are only affected 
by one dimension). This is a welcome result since 
developing countries may have a fighting chance to 
catch-up with developed countries.

Conclusion

Our study validated previous studies (Peres, Ammer, 
and Xu 2018; Sabir, Rafique, and Abbas 2019) that 
showed that institutional quality is a significant 
determinant of FDI flows along with macroeconomic 
conditions and trade policies of the country. This is 
true for both developing and developed countries. 
As we also presented, the quality of our country’s 
institutions have deteriorated in the past years. 
The much-needed boost in the flow of FDI and 
even domestic investment will depend on how the 
next administration will improve accountability, 
transparency, elimination of corruption, enforcement 
of the rule of law, regulatory quality, political 
stability, government effectiveness, along with 
achieving good macroeconomic conditions and 
improved trade policies. Attracting these investments 
will be of great support in boosting our economy, 
especially with the onslaught of the COVID-19 
pandemic.

References

Akisik, Orhan. 2020. “The Impact of Financial 
Development, IFRS, and Rule of Law on Foreign 
Investments: A Cross-Country Analysis.” 
International Review of Economics & Finance 69 
(September): 815–38. https://doi.org/10.1016/j.
iref.2020.06.015 

Albino-Pimentel, João, Pierre Dussauge, and 
Omar El Nayal. 2022. “Intellectual property 
rights, non-market considerations and foreign 
R&D investments.” Research Policy 51 (2, 
March): 104442. https://doi.org/10.1016/j.
respol.2021.104442 

Ambashi, Masahito. 2017. “ASEAN as an FDI Attractor: 
How Do Multinationals Look at ASEAN?” ERIA 
Policy Brief 2016-04 (January). Jakarta: Economic 
Research Institute for ASEAN and East Asia. 
https://www.eria.org/ERIA-PB-2016-04.pdf 

Brada, Josef C., Zdenek Drabek, Jose A. Mendez, 
and M. Fabricio Perez. 2019. “National Levels 
of Corruption and Foreign Direct Investment.” 
Journal of Comparative Economics 47 (1): 31–49. 
https://doi.org/10.1016/j.jce.2018.10.005 

Brooks, Douglas H., and Lea R. Sumulong. 2003. 
Foreign Direct Investment: The Role of Policy. ERD 
Policy Brief Series 23 (December). Manila: Asian 
Development Bank. https://www.adb.org/sites/
default/files/publication/28114/pb023.pdf 

Bruinshoofd, Allard. 2016. “Institutional Quality 
and Economic Performance.” RaboResearch—
Economic Research, Rabobank, 20 January 
2016. https://economics.rabobank.com/
publications/2016/january/institutional-quality-
and-economic-performance/ 

Buitrago, Ricardo E., and María Inés Barbosa Camargo. 
2021. “Institutions, Institutional Quality, and 
International Competitiveness: Review and 
Examination of Future Research Directions.” 
Journal of Business Research 128 (May): 423–35. 
https://doi.org/10.1016/j.jbusres.2021.02.024 

Chipalkatti, Niranjan, Quan Vu Le, and Meenakshi 
Rishi. 2021. “Sustainability and Society: Do 
Environmental, Social, and Governance Factors 
Matter for Foreign Direct Investment?” Energies 14 
(19). https://doi.org/10.3390/en14196039 



11U P  C I D S  P O L I C Y  BR I E F  2 0 2 2 - 1 1

Delgado, Michael S., Nadine McCloud, and Subal 
C. Kumbhakar. 2014. “A Generalized Empirical 
Model of Corruption, Foreign Direct Investment, 
and Growth.” Journal of Macroeconomics 42 
(December): 298–316. https://doi.org/10.1016/j.
jmacro.2014.09.007 

Egger, Peter, and Hannes Winner. 2005. “Evidence 
on Corruption as an Incentive for Foreign Direct 
Investment.” European Journal of Political 
Economy 21 (4, December): 932–52. https://doi.
org/10.1016/j.ejpoleco.2005.01.002 

Freedom House. 2022. Freedom in the World. https://
freedomhouse.org/report/freedom-world

He, Lerong, Liying Huang, and Liting Fang. 2021. 
“Institutional Conditions, Economic Policy 
Uncertainty and Foreign Institutional Investment 
in China.” Emerging Markets Review 50 (March). 
https://doi.org/10.1016/j.ememar.2021.100823 

Hu, Gang, Koren M. Jo, Yi Alex Wang, and Jing Xie. 
2018. “Institutional Traiding and Abel Noser Data.” 
Journal of Corporate Finance 52: 143–67. https://
doi.org/10.1016/j.jcorpfin.2018.08.005 

Jiao, Claire. 2016. “Philippines Losing Foreign 
Investment to Vietnam, Others.” CNN Philippines, 
8 September 2016. https://cnnphilippines.com/
b u s i n e ss /2 0 16 /0 9/0 8 / P h i l i p p i n e s - fo re i g n -
investment-Vietnam.html 

Karimi, Mohammad Sharif, Zulkornain Yusop, and 
Law Hook. 2009. “Location Decision for Foreign 
Direct Investment in ASEAN Countries: A TOPSIS 
Approach.” Munich Personal RePEc Archive, 
Paper No. 15000, April 2009. https://mpra.ub.uni-
muenchen.de/15000/1/TOPSIS_paper.pdf 

Kaufmann, Daniel, and Aart Kraay. 2021. Worldwide 
Governance Indicators. http://info.worldbank.org/
governance/wgi/#home 

Kaufmann, Daniel, Aart Kraay, and Massimo 
Mastruzzi. 2010. “The Worldwide Governance 
Indicators: Methodology and Analytical Issues.” 
Policy Research Working Paper, no. WPS 
5430. Washington, DC: World Bank. https://
openknowledge.worldbank.org/handle/10986/3913 

Khan, Hayat, Itbar Khan, M. Shabir Jan, Arif Hussain 
Jandan, and Sher Khan. 2019. “Does Good 
Governance Matter FDI Inflow? Evidence from 

India.” Modern Economy 10 (6, June): 1526–38. 
https://doi.org/10.4236/me.2019.106101 

McCloud, Nadine, and Michael Delgado. 2021. 
“Domestic Interest Rate, Foreign Direct 
Investment, and Corruption.” Review of World 
Economics 158: 467–91. https://doi.org/10.1007/
s10290-021-00435-0 

OECD (Organisation for Economic Co-operation and 
Development). 2020a. “Global FDI Increased in 
2019 but Was Still Struggling When COVID-19 
Hit.” FDI in Figures, April 2020. https://www.oecd.
org/investment/FDI-in-Figures-April-2020.pdf

———. 2020b. Foreign Direct Investment Flows in 
the Time of COVID-19. 4 May 2020. https://
read.oecd-ilibrary.org/view/?ref=132_132646-
g 8 a s 4 m s d p 9 & t i t l e = F o r e i g n - d i r e c t -
investment-flows-in-the-time-of-COVID-19&_
g a = 2 . 1 2 9 8 8 0 1 6 . 6 3 8 8 1 5 8 0 4 . 1 6 3 4 8 8 5 9 6 8 -
1029581522.1633274603 

OECD iLibrary. 2021. “Foreign Direct Investment 
(FDI).” Organisation for Economic Co-
operation and Development. https://doi.
org/10.1787/9a523b18-en  

Peres, Mihaela, Waqar Ameer, and Helian Xu. 2018. 
“The Impact of Institutional Quality on Foreign 
Direct Investment Inflows: Evidence for Developed 
and Developing Countries.” Economic Research—
Ekonomska Istraživanja 31 (1): 626–44. https://doi.
org/10.1080/1331677X.2018.1438906 

Sabir, Samina, Anum Rafique, and Kamran Abbas. 
2019. “Institutions and FDI: Evidence from 
Developed and Developing Countries.” Financial 
Innovation 5 (8). https://doi.org/10.1186/s40854-
019-0123-7 

Taylor-Strauss, Heather, and Calvin Koenig. 
2020/2021. Foreign Direct Investment Trends and 
Outlook in Asia and the Pacific. Bangkok: United 
Nations Economic and Social Commission for Asia 
and the Pacific.  https://www.unescap.org/sites/
default/d8files/knowledge-products/APTIT%20
FDI.pdf 

Transparency International. 2021. Corruption 
Perceptions Index 2020. Berlin: Transparency 
International. Accessed 9 November 2022. https://
www.transparency.org/en/cpi/2020/index/nzl 



12 R O L E  O F  I N S T I T U T I O N S ,  I N V E S T M E N T  P O L I C I E S ,  A N D  M A C R O E C O N O M I C  C O N D I T I O N S  O N  AT T R A C T I N G  F O R E I G N  I N V E S T M E N T S

Ullah, Irfan, and Muhammad Arshad Khan. 2017. 
“Institutional Quality and Foreign Direct 
Investment Inflows: Evidence from Asian 
Countries.” Journal of Economic Studies 44 (6): 
1030–50. https://doi.org/10.1108/JES-10-2016-
0215 

UNCTAD (United Nations Conference on Trade and 
Development). 2011. Best Practices in Investment 
for Development: How to Attract and Benefit from 
FDI in Small Countries—Lessons from Estonia and 
Jamaica. Investment Advisory Series, series B, no. 
6. New York: United Nations Conference on Trade 
and Development. https://unctad.org/system/files/
official-document/diaepcb2010d4_en.pdf 

———. 2021. “Global Foreign Direct Investment Fell by 
42% in 2020, Outlook Remains Weak.” 24 January 
2021. https://unctad.org/news/global-foreign-
direct-investment-fell-42-2020-outlook-remains-
weak 

World Bank. 2017. Policy Note: What Drives Foreign 
Direct Investments in Indonesia? Washington, DC: 
World Bank. https://openknowledge.worldbank.
org/handle/10986/30944 

———. 2021. “Investment Policy and Promotion.” 8 
June 2021. https://www.worldbank.org/en/topic/
investment-climate/brief/investment-policy-and-
promotion 

———. 2022. World Development Indicators. Last 
updated 16 September 2022. https://databank.
worldbank.org /source /world-development-
indicators 

Zhorzholiani, Tinatin. 2019. “The Assessment of 
Corruption Impact on the Inflow of Foreign Direct 
Investment (in the Case of Georgia, Armenia and 
Azerbaijan).” Torun International Studies 1 (12, 
December): 181–92. https://doi.org/10.12775/
TIS.2019.012 



The UP CIDS Policy Brief Series features short reports, analyses, and 
commentaries on issues of national significance and aims to provide research-
based inputs for public policy. The views and opinions expressed in this policy 
brief are those of the author/s and neither reflect nor represent those of the 
University of the Philippines or the UP Center for Integrative and Development 
Studies. UP CIDS policy briefs cannot be reprinted without permission from 
the author/s and the Center.

The UP CIDS Policy Brief Series is published by the  
University of the Philippines  

Center for Integrative and Development Studies (UP CIDS).

Editorial Office: Lower Ground Floor, Ang Bahay ng Alumni,  
Magsaysay Avenue, University of the Philippines,  

Diliman, Quezon City 1101
Telephone: 8981-8500 loc. 4266 to 4268 / 8426-0955
Email: cids@up.edu.ph / cidspublications@up.edu.ph

The Editor-in-Chief, the Deputy Editor-in-Chief, and the Program Editors 
ensure that policy briefs contain findings on issues that are aligned with the 
core agenda of the research programs under the University of the Philippines 
Center for Integrative and Development Studies (UP CIDS).

The Editor-in-Chief, the Deputy Editor-in-Chief, and the Program Editors are 
responsible for maintaining high standards of scholarship, and for generating 
and disseminating new knowledge that can be utilized for the public good.

Established in 1985 by UP President 
Edgardo Angara, the UP Center for 
Integrative and Development Studies 
(UP CIDS) is a policy research unit 
of the University that connects 
disciplines and scholars across the 
several units of the UP System. It is 
mandated to encourage collaborative 
and rigorous research addressing 
issues of national significance by 
supporting scholars and securing 
funding, enabling them to produce 
outputs and recommendations for 
public policy.

The UP CIDS partakes in the 
University’s leadership in knowledge 
creation and public service. 
This is carried out through the 
dissemination of research-based 
knowledge through activities such as 
fora, symposia, and conferences, and 
through its public policy-oriented 
publications. These research 
activities are initiated by the Center's 
twelve (12) research programs.

The Political Economy Program 
(PEP) seeks to advance innovation-
driven and equitable development 
through the conduct of problem-
solving research on development 
policies and practice; the promotion 
of collaboration among the academe, 

government, industry, and other 
stakeholders in pursuit of inclusive 
technology and sustainable industrial 
policy; and the popularization of 
the political economy framework in 
the national conversation on policy 
options.

EDITORIAL RESPONSIBILITIES

ABOUT UP CIDS

ABOUT THE PROGRAM

	 EDITORIAL BOARD
Teresa S. Encarnacion Tadem
EDITOR-IN-CHIEF

Janus Isaac V. Nolasco
DEPUTY EDITOR-IN-CHIEF

PROGRAM EDITORS

	 EDUCATION AND CAPACITY 
BUILDING CLUSTER

Dina S. Ocampo
Lorina Y. Calingasan
Education Research Program

Fernando dlC. Paragas
Program on Higher Education 
Research and Policy Reform

Marie Therese Angeline P. Bustos
Kevin Carl P. Santos
Assessment, Curriculum, and 
Technology Research Program

Jalton G. Taguibao
Program on Data Science for  
Public Policy

	 DEVELOPMENT CLUSTER

Annette O. Balaoing-Pelkmans
Program on Escaping the Middle-
Income Trap: Chains for Change

Antoinette R. Raquiza
Political Economy Program

Eduardo C. Tadem
Benjamin B. Velasco
Program on Alternative 
Development

Antonio Miguel L. Dans
Jose Rafael A. Marfori
Program on Health Systems 
Development

	 SOCIAL, POLITICAL, AND 
CULTURAL STUDIES CLUSTER

Maria Ela L. Atienza
Jorge V. Tigno
Program on Social and Political 
Change

Darwin J. Absari
Islamic Studies Program

Herman Joseph S. Kraft
Strategic Studies Program

Marie Aubrey J. Villaceran
Frances Antoinette C. Cruz
Decolonial Studies Program

	 EDITORIAL STAFF
Virna Liza O. Guaño
Angeli P. Lacson
SENIOR EDITORIAL ASSOCIATES

Mika Andrea O. Ramirez
EDITORIAL ASSOCIATE

Jheimeel P. Valencia
COPYEDITOR

Zylyka Mae F. Gendraule
LAYOUT ARTIST



UNIVERSITY OF THE PHILIPPINES
CENTER FOR INTEGRATIVE AND DEVELOPMENT STUDIES

Lower Ground Floor, Ang Bahay ng Alumni
Magsaysay Avenue, University of the Philippines

Diliman, Quezon City 1101

Telephone: 8981-8500 loc. 4266 to 4268 / 8426-0955
Email: cids@up.edu.ph / cidspublications@up.edu.ph

Website: cids.up.edu.ph


