
Ph D. Academy of Earth Sciences 

Leader of Ph.D. Academy: Gábris Gyula D.Sc.,Professor  

 

Geography-Meteorology Ph. D. program  

Leader of Ph.D. program: Nemes-Nagy József D.Sc., Professor 

 

 

 

SCHOTTNER KRISZTINA 

 

Localization of the United States of America 

foreign direct investment export between 1966 

and 2007 
 

 
 

 

 

 

Supervisor: 
Dr. Bernek Ágnes 
Professor 
 

 

 

Eötvös Loránd University 
Faculty of Sciences 
Department of Regional Science 

 

 

 

BUDAPEST, 2009 

 



1. Introduction 

The economic globalization, the internalization of production and services has become 

one of the most determining factors of the worldwide economic processes. The key elements 

of the changes are the technological development, the growth of TNC’s activity and the 

dynamic development of financial markets which has not been experienced before. The 

TNC’s localization-decision is determined by the comparative and the competitive 

advantages. Moreover as the 80 percent of all FDI is invested by TNC’s, the global strategy of 

corporations is in tight connection with the worldwide FDI-tendencies.  

As a result of these effects the role of national states has been re-evaluated and both the 

supra- and sub-national levels have been strengthened in the globalization process. In spite of 

this fact, the localization of the U.S. TNC’s is influenced by factor endowments in country-

level. The impact of factor-endowments on corporate decision-making and the allocation of 

investment differ according to industries. Today, more and more countries are able to create 

the general conditions for foreign direct investment (such as economical and political and 

legal stability), but there are significant differences in the characteristics of countries’ policy 

framework and investment incentives. These factors have played increasing role in the 

localization of decisions-making and each state has growing effect on the ability to attract 

FDI. 

The growing activity of the foreign direct investment indicates the actuality of the theme 

of the dissertation. The role of the United States in this phenomenon is unquestionable. The 

U.S. transnational corporations and its investment activities contribute to the American 

economic performance. In my view, besides the positive impacts, the United States’ 

dominance in the world economy (including the investment activities) has generated several 

problems. These ones, as a consequence of globalization, affect not only the U.S. economy, 

but also the world economy. In this phenomenon, emphasized role is maybe attributed to the 

financial process, the investment tendencies and the transnational corporations.  

Though the world economic crisis broken out in 2008 is not the issue of the dissertation, 

but I refer it as an excellent example for spreading the negative effects over other economies. 

In the deepening of the crisis, the U.S. transnational corporations’ role was significant, their 

decreasing production and FDI-export has hard hit the host-countries. Moreover, the recent 

fall of the U.S. economy has an effect on the whole world economy. In my opinion, it proves 

the relevant theme-selection. 

 

 



2. Objectives 

The specific objectives of the dissertation are the complex presentation of the U.S. 

foreign direct investment abroad, including the FDI-components, in the regional and the 

industrial aspect. The evaluation of the altering processes and the demonstration of those 

factors that effected the alteration of the FDI are also important parts of the dissertation.  

The objective of the research: 

• To highlight the United States’ changing position and role in the global FDI-export 

process. As the TNCs are the major FDI exporters, the approach of the issue from 

corporate side is inevitable. Therefore, it is an emphasized question how the dominance of 

the U.S. transnational corporations changes according to several corporate indicators.  

• To present, with the analysis of United States’ investment, how the global economic and 

political and the national economic changes can influence the U.S. FDI-export. 

• To reveal which regions and countries have become the target area of the U.S. investment. 

What factors have an effect on the ability to attract FDI in each region? What advantages 

do the host countries have, and what governmental instruments are used to improve the 

FDI- potential in host countries? 

• To examine the industrial distribution of the FDI-export. Concern the industrial 

distribution of FDI, are there any significant differences between the U.S. and the 

worldwide FDI-trends? In the field of investment, is there a shift between industries?    

• To analyze the components of the U.S. foreign direct investment. The investigation of the 

changes of the FDI-components (equity capital, reinvested earning, intra-company loan) is 

still a less researched topic. 

 

3. Methodology and the source of data 

The thesis summarizes the results of the theoretical researches related international 

investment which can help to demonstrate the specific elements of the United States’ FDI-

export. The dissertation focuses on the mainstream of the surveys because the analysis of 

foreign direct investment has become a key area in both the Hungarian and international 

empirical researches. 

During the research, I used several quantitative methods. The basis of the analysis is a 

complex database covering temporal and regional and industrial pattern of FDI (including the 

FDI components). The data on the U.S. FDI (including flow and stock data) are from the 

Bureau of the Economic Analysis of the United States. In case of temporal and sectoral 



features, I compared the U.S. FDI tendencies with the World’s FDI tendencies. The World’s 

FDI data were collected by the World Investment Report series published by the UNCTAD.  

The Hungarian data came from the Hungarian Central Statistical Office. To illustrate the 

trends in corporate level, I used the UNCTAD’s ‘Top 100 TNC-list’ published in the World 

Investment Report (WIR) series and the ‘Global 500’ list of the Fortune Magazine. 

In the research, I evaluate the U.S. FDI values; I did ratio-analysis and other statistical 

examinations (such as regional an industrial concentration-analysis, calculation of the 

Pearson’s correlation matrix). I also formed a multiple linear regression model to identify the 

FDI determinants influencing the localization of investments. 

 

4. Main findings and conclusions: 

1. The results of the examination show that the United States share of worldwide FDI 

activity is still high, but its dominance has decreased gradually. I could justify it with 

data on FDI flows and stocks, indicators of TNC’s, and the FDI Outward Performance 

Index. The U.S. share of worldwide FDI stock has fallen to its half (from 39,3 to 17,9) 

between 1980 and 2007. The share of U.S. TNCs of the TOP 100 TNCs is in 

significant connection with the FDI tendencies. The number of the U.S. corporations 

listed in the “WIR-list” and the “Global 500-list” has fallen. The United States’ 

Outward FDI Performance Index has also decreased. Besides the falling U.S. share, 

more and more countries are participating in the allocation of investment. As a 

consequence of this, the share of other the major FDI-exporters has fallen. Due to all 

these, a more complex world economic structure is maybe hypothesized, in which the 

center-periphery relations have changed. 

2. The temporal analysis verifies that the U.S. investment is strongly influenced by the 

world economic situation. During the two oil crises (in 1973 and 1979) and the 

recession of 1982, the U.S. FDI outflows sharply decreased. However, the 

governmental decisions of the home and the host countries also have significant 

effects on the U.S. FDI-export. The highest decrease of the U.S. outflows was not 

caused by the recession, but the U.S. governmental intervention. The “American Job 

Creation Act” of 2004, which lowered the tax rate on corporate stock dividends from 

53 percent to 5,3 percent in 2005, signs the growing importance of the state. As the 

consequence of the Act, the affiliates paid extremely high dividends to their parents in 

2005 (sometimes they paid more than its annual profit). On one hand, this emphasize 

the role of the TNCs in the investment, on the other hand, it indicates that the 



alteration of the relation between the nation state and the transnational corporations 

may modify the investment trends.  

3. The regional changes in the U.S. FDI export are strongly correlated with the decisions 

of the companies on localization. The spatial shifts are highly influenced by the 

expansion strategy of U.S. companies. The FDI-potentials of each country has a great 

importance in this process. Today, besides the factor endowments, the state 

allowances also contribute to the improvement of the ability to attract FDI. 

• The U.S. FDI outflows are concentrated in the developed European countries. 

In case of Europe, relevant decrease in the share cannot be shown. Between 1966 and 

2007, 40-60 percent of the U.S. investment was localized in the region. The 

importance of the transatlantic relations is provable by the allocation of the FDI. The 

expansion of the U.S. companies is very important in the region: a lot of TNC’s has 

established regional headquarters and logistical centers in Europe. The solvent demand 

motivates the market-seeking investment, but the share of efficiency-seeking and the 

strategic asset-seeking FDI are also high. In Europe, the role of each nation economies 

has changed (the FDI-potentials of Germany and France have decreased, but the share 

of the Benelux states and Ireland in the U.S. FDI invested in the region has increased.) 

• Though the centre of the gravity of the FDI invested in Europe has moved 

toward the Eastern part of the continent in consequence of the political and economic 

transition in Central- and Easter and South-East-Europe, the shift was not significant. 

Before the 1990’s, the countries in the regions were not included among the target 

areas of the U.S. FDI, but the value of the capital inflow has been growing gradually 

since then. In spite of this fact, the share of the region is only 2-3 percent nowadays. 

• Among developing regions, Latin America was considered the most attractive 

investment area among the developing regions in the 1960’s and 1970’s. In the early 

1980’s, FDI inflow to Latin America declined, and in some years (1981-83) 

divestments were also undertaken. Even so, the share of the region was outstanding in 

the 1980’s; it reached 25-35 percent. It means that one third of the U.S. investment 

arrived to the region. In spite of the mounting flow values, the share of the region has 

been falling (after the Millennium the average share is 10-15 percent) since then. 

Among the developing regions, South- and South-East Asia have become the main 

competitors of Latin America. The FDI potentials of China and India and the newly 

industrialized countries (NIC) in South-East Asia are growing dynamically. In the 

1960’s, only 2 percent of the U.S. FDI was concentrated in those countries, while in 



2007 their share was already 13 percent. Aggregating the investment share of the NIC 

countries and China and India we can see that the U.S. FDI’s centre of gravity has 

shifted toward the eastern direction indisputably. 

• In case of Africa, some upsurge in flow values is provable, but the FDI 

fluctuates very strongly. It maybe traced back to the fact that one remarkable 

investment of a TNC could be enough to generate outstanding growth (such as 

ExxonMobil’s investment in the petroleum industry). The share of the continent in 

U.S. FDI was only 1 percent even in 2007. 

 

4. Concerning the characteristics of the industrial distribution of the U.S. investment only 

5 percent of the U.S. FDI-export was concentrated in the primary sector in the early 

1990’s. Since the Millennium, the United States has increased dynamically its 

investments in mining sector, so the share of this sector has reached nearly 10 percent. 

According to the objectives of the United States’ Petroleum Strategy, the industrial 

distribution of the U.S: FDI shows the outstanding importance of the Petroleum industry 

(especially the oil extraction). The secondary sector’s ability to attract FDI has been 

weakening. In the beginning of 1990’s, half of the investment of the U.S. corporations 

was concentrated in the secondary sector. By the Millennium, the share of the industrial 

sector was only 20 percent. This partly reflects the changes in the global economic 

processes, because the strengthening of the tertiary sector can be verified by other 

indicators. Inside of manufacturing, the FDI was the largest in machinery and chemical 

industry. The U.S. investments are also shifted toward tertiary sector. The share of this 

sector in the U.S. FDI was 45 percent in 1990. Since the Millennium, the tertiary sector 

has shared in the FDI is about 70 percent. 

The ratio of each sector is strongly influenced by the fact, that inside the service sector 

the holding companies have great and growing significance. Though holding companies 

are classified in service industries, but the FDI invested by them is often realized in the 

secondary sector. In consequence of this fact, the share of the secondary sector in the 

U.S. FDI is probably much higher than can be shown by statistical data.  Because of the 

actual industrial classification, the investment realized in the manufacturing improves 

the Holding companies’ ability to attract FDI. Because of some similar reasons the 

revaluation of the interpretation of localization has become justified. In consequence of 

the mentioned statistical problems, the relative importance of some countries differs 

substantially from two types of classification. For example, The Netherlands and 



Luxemburg attract enormous U.S:investment, but the majority of this is “transshipped-

FDI”. 

5. The survey of the US FDI-export by components proves that the reinvested earning has 

become the dominant factor of the U.S. Foreign Direct Investment. Though the volume 

of the equity capital is also growing, the average annual growth rate of the reinvested 

earning is more remarkable. The analysis verifies that the U.S. parents withdraw the 

great part of the profit from the host countries when the home country is in recession. 

This component is strongly influenced by changes in tax policy and investment 

incentives of governments, too. The very high reinvested-values indicate that the 

affiliates produce a large amount of profit in the given year (in case of regional analysis 

in the given region/country).  As a result of this, the Parents judge the given country as a 

favorable investment area, so they reinvest the profit instead of withdrawal of the 

capital.  
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