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Abstract 

 

Foreign Direct Investment and Authoritarian Regimes: 

An Empirical Analysis 

 

Omar Awapara, M.A. 

The University of Texas at Austin, 2015 

 

Supervisor: Rachel Wellhausen 

 

Recent work on foreign direct investment has emphasized the weight of political 

factors in explaining variation across countries. While the aspects of democracies that make 

them more or less favorable to FDI have been studied and identified, we know less about 

what differentiates investment levels among authoritarian regimes. In this paper, I seek to 

unpack variation in FDI flows among such regimes by distinguishing different types of 

autocracies. I argue that regimes convey different signals regarding political risk to potential 

foreign investors via both institutional attributes and forms of exercising authority. 

Specifically, I expect regimes ruled by a collective body, such as military and single-party 

regimes, to be less volatile and more predictable in their decision-making due to the presence 

of several actors with veto power. In addition, I also expect regimes with predictable 

succession rules to transmit lower levels of risk to foreign investors due to the smaller 

probability of a destabilizing process of leadership turnover. I test these expectations using a 

time-series cross-sectional data set containing economic, political, and social information from 

104 countries over the period 1980-2010, and find support for the veto hypothesis but not for 

the leadership succession one. 
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Introduction 

 Besides market considerations, the political environment plays a large role in a foreign 

company’s decision to invest in a particular country. In the last few decades, a voluminous 

body of research has sought to identify the main political drivers (or obstacles) to foreign 

direct investment (FDI) around the world. While we have learned a great deal about the 

different virtues and vices of democracies when compared to authoritarian regimes, we know 

less about what differentiates one authoritarian regime from another. Notwithstanding the size 

of their economies or other similar factors, is there any political factor that explains the 

difference in FDI between different types of authoritarian regimes? 

 Despite a slight and continuous decrease in the number of authoritarian regimes 

around the globe since the third wave of democratization in the 1970s (Huntington 1991), 

more than 60 countries in the world are still ruled in a non-democratic fashion today. 

Moreover, after a sudden drop in the 1980s, around 15 per cent of the global FDI (measured 

in stocks) finds its way to authoritarian countries (according to statistics from the United 

Nations Conference on Trade and Development – UNCTAD).  There is also a burgeoning 

literature seeking to unveil “the wide variation in the institutional architecture of authoritarian 

regimes” (Jensen, Malesky, and Weymouth 2013: 655) regarding other aspects of the global 

economy. Hankla and Kuthy (2013), for instance, analyze variation in trade policies, while 

Steinberg and Malhotra (2014) focus on why authoritarian regimes choose specific exchange 

rate policies over others. Finally, Mattes and Rodriguez (2014) analyze patterns of international 

cooperation following a classification of authoritarian regimes as the one applied here.  

 The existing literature on politics and FDI has largely focused on the difference 

between authoritarian and democratic regimes. An early group of researchers argued that 
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labor-repressive authoritarian regimes provided a stable political environment in which 

multinational corporations could operate without fear of strikes or unions (O´Donnell 1978, 

Evans 1979, Haggard 1990). As a response, a more recent literature has underlined the role of 

attributes commonly found in democracies, such as property rights, rule of law, and an 

effective court system (Jensen 2003, Li and Resnick 2003, Jensen 2008, Biglaiser and Staats 

2010, Jensen et al. 2012)1. Only recently, authors such as Bastiaens (2013) and Moon (2015) 

have addressed the sources of variation for FDI within authoritarian regimes, but not without 

theoretical and empirical limitations, as I will show below. 

 This paper’s main hypothesis is that foreign investors will tend to privilege specific 

authoritarian types over others based on the level of predictability of each regime. I argue that 

regimes convey different assessments of risk regarding their political environment to potential 

foreign investors due to institutional attributes found in their organization and exercise of 

authority. ‘Regime’ is a crucial component in this conceptual discussion since it allows us to 

focus not only on the way in which a leader or ruling group achieves power but also in the 

rules and institutions that govern its internal procedures. It is also important to add that these 

rules and norms are not necessarily formal but are often informal mechanisms found in each 

regime.   

 I identify two main sources of risk and predictability unique to authoritarianisms: 

policymaking and leader-succession. I expect that investors will be more risk-averse facing 

regimes where rules for choosing policies and leaders are less clear, well defined and 

predictable and more risk-taking when the opposite is true. Specifically, I argue that regimes 

                                                           
1 In addition, some authors have also looked at factors such as institutional quality (Daude and Stein 2007), the 
regulatory framework (Kaufman et al. 2007), and governance infrastructure (Gani 2007, Globerman and Shapiro 
2007). 
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ruled by a collective body, such as military and single-party regimes, are less volatile and more 

predictable in their decision-making due to the presence of several actors with veto. In 

contrast, authoritarian regimes ruled by a single leader, such as monarchies or personalist 

dictatorships, transmit higher levels of risk due to the absence of constraints on the leader. In 

addition, I expect that regimes with predictable succession rules transmit lower levels of risk 

to foreign investors due to the smaller probability of a destabilizing process of leadership 

turnover.   

 In order to test this argument, I have constructed a time-series cross-sectional data set 

covering economic, political, and social information from 104 countries over the period 1980-

20102. The statistical analysis does show that FDI flows to authoritarian regimes vary in 

accordance with the level of predictability of the rules that govern leadership succession and 

policymaking. Thus, this paper shows that far from being a monolithic set, internal rules that 

distinguish authoritarian regimes from one another are also conveying more or less risk to 

foreign investors. 

 

 

 

 

 

 

 

                                                           
2 The main model covers the period between 1980 and 2010. The addition of control variables in subsequent 
models narrows the period (and the number of countries) down.  
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Authoritarian regimes in the international political economy literature 

 Why would a foreign company risk its capital and invest in a country where rule of law 

and property rights are not prevalent? Early research on the relationship between regime type 

and FDI highlighted the affinity between authoritarian regimes and FDI in places like South 

America and East Asia and emphasized the virtues of non-democratic regimes. Haggard 

(1990), for instance, argued that the advantage of authoritarian regimes resided in their ability 

to temper pressures from labor and the left. In a similar vein, O’Donnell claimed that autocrats 

could use their repressive apparatus to exclude and control the popular sector and thus create 

an attractive environment for foreign capital through austere and capital-friendly policies. 

Crucially, at least for the long-term interests of foreign investors, autocrats had to demonstrate 

“that there is political capability sufficient to maintain these policies for an extended period” 

(1978: 16). O’Donnell even went as far as to speak of a relationship of “mutual 

indispensability” between the bureaucratic-authoritarian state and international capital (1978: 

15-16). Finally, a similar argument came from Peter Evans’ (1979) study of authoritarian Brazil, 

where he presents evidence of an alliance between the military regime, and local and 

multinational capital.    

 Empirically, the affinity between authoritarianism and FDI posited by these authors 

has found mixed evidence. Oneal (1994) represents an early attempt to empirically test the 

claims made by Haggard, O´Donnell, Evans, and the scholars in general that had underscored 

the affinity between authoritarianism and FDI. In a time series analysis of 48 countries 

between 1950 and 1985, he finds mixed support for the ‘affinity’ claim, depending on the level 

of the development of the host country. In the developed world, U.S. FDI fares better in 

democracies than in autocracies, but in the periphery (or developing countries) rates of return 
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to foreign investment are higher under authoritarianism.  It is worth noting that in his analysis, 

Oneal singles out military regimes as a special case of authoritarianism, in order to test whether 

O´Donnell´s cases (all of them military) were indeed attracting more FDI. He finds that the 

coefficient is negative when compared to every other type of government, contra O´Donnell, 

yet insignificant (1994: 577). Thus, Oneal was unable to reject O’Donnell’s claim of ‘mutual 

indispensability’ between military regimes and FDI in a conclusive manner.    

 To sum up the analysis of the early literature on authoritarian regimes and FDI, its 

advocates largely built their arguments from a few cases concentrated in specific regions of 

the world, like Latin America and South Asia. With the exception of Oneal, as mentioned 

above, there was no attention to differences within authoritarian regimes. Each country’s 

position in the international system explained any potential difference in their level of FDI 

flows. Thus, authoritarian regimes in the developed world received in average more FDI than 

similar regimes in the developing world. Political or institutional differences within 

authoritarian regimes received little to no attention. 

 A more recent body of research has followed the path inaugurated by “research on 

democracies and regime types”, as Kono (2015) has recently argued on a survey of 

authoritarian regimes and international trade. In other words, scholars are now looking into 

the particularities of authoritarian regimes with respect to FDI in the same way as specific 

qualities of democratic regimes emerged from a dissection of their properties (Beck et al. 2001, 

Jensen 2003, Li and Resnick 2003, Jensen 2008, Jensen et al. 2012). In what follows, I will 

review and show the limitations of two recent arguments by Moon (2015) and Bastiaens 

(2014). While Moon’s analysis rests on the thesis that an autocrat’s time horizons is what 

ultimately determines how much FDI will flow into the country, Bastiaens focuses on 
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investment treaties and the role of citizen participation in assuring compliance with those 

external commitments. After showing their main theoretical limitations, I will then introduce 

my own argument based on the level of predictability transmitted by leader succession and 

policymaking rules in authoritarian regimes.   

 Moon (2015) builds his argument on the role that time horizons play in the decision 

making process of autocrats. The main distinction that arises in the literature on time horizons 

is that between autocrat leaders with a weak hold on power who face short time horizons and 

autocrat leaders with tenure stability and long-term horizons3. Due to the threat of (usually 

violent) removal, unstable or insecure autocratic leaders have an incentive to engage in 

predatory behavior (taxation, confiscation) in order to repress and coopt their opposition.  In 

turn, autocrats with a longer shadow of the future due to tenure stability have an incentive to 

apply economic policies that respect private property rights and facilitate a functioning market 

economy. 

 Following Clague, Keefer, Knack and Olson, who argue that “autocrats with longer 

duration will be associated with better property and contract rights than short-term autocrats” 

(1996: 260), Moon (2015) tests the relationship between autocrats’ time horizons and FDI for 

the period between 1970 and 2008. As expected, he finds that autocrats with long time 

horizons “provide stronger institutions that better protect property rights”, and that these 

institutions are “more likely to attract more FDI inflows” (2015: 5). As we can see, there are 

two different steps in his argument (first, creation of stronger institutions by far-sighted 

                                                           
3 Olson’s (1993) distinction between roving and stationary bandits is the classic reference to leaders with different 
time horizons. 
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autocrats and then, strong institutions attracting FDI) but all hinges on the autocrats’ time 

horizons.  

 As Kono (2015) has pointed out, the main drawback of arguments building on time 

horizons as an explanation for autocratic behavior is that they leave the source of such 

behavior unexplained. Most notably, we lack an explanation for why autocrats have different 

time horizons in the first place. Under democracies, regular elections signal a temporal 

benchmark that can help us determine a politician’s time horizon (Kono 2015: 308). In the 

case of autocracies, there is no clear theoretical justification (or consensus) for why autocratic 

leaders behave in accordance with short or long term horizons (Kono 2015: 308-309). All we 

know is that far-sighted autocrats invest in strong institutions, while myopic autocrats behave 

in a predatory fashion, and the difference appears to rely on these leaders’ self-assessed level 

of threat or tenure stability. Accordingly, Moon argues that “when autocrats see their power 

secure enough and thus have confidence in maintaining their regime, they are more likely to 

implement liberal economic policies and benefit from FDI inflows” (2015: 4). In a similar 

discussion of investment agreements and government time horizons, Blake claims that “when 

an autocratic government perceives that its hold on power has begun to weaken, its time 

horizon contracts” (2013: 813).  

 I will argue that time horizons are endogenous to institutional mechanisms found in 

authoritarian regimes. To understand why, we need to go back to Wright (2008), since both 

Moon (and Blake) borrow his operationalization of time horizons. Wright suggests that 

autocrats first behave in a “benevolent” fashion, providing public goods (when they have long 

time horizons) but then, at some unspecified point, when the dictator´s time horizons 

shortens,  they engage in predatory activity, plundering and stealing public assets (Wright 2008: 
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974, 976). The question is how can we tell that the time horizons of a dictator have changed? 

Wright’s answer is that it is when leaders start stealing. That is the sign that the end of the 

regime is close. However, this logical reasoning raises an endogeneity issue. How do we know 

that the stealing and plundering didn´t cause their demise in the first place?  

 Unfortunately, there is no logical or a priori justification for the change in behavior of 

autocrats, besides the fact that apparently they engage in predatory behavior (but only when 

their time horizons change, not before). It is hard to believe that dictators can be benevolent 

at one point and merciless in other, especially when we don´t know when the transformation 

occurs, only ex post facto. In short, while Wright argues that “as they near the end of their 

tenure on power, kleptocrats have weaker incentives to grow the economy, and a slumping 

economy often weakens their grip on power” (2008: 977), it is equally plausible to say that 

because they engage in stealing, they near the end of their tenure on power4.  

  Wright’s discussion of autocrats with long-term horizons sheds more light on the 

endogeneity critique.  Wright acknowledges that stable autocrats with long time horizons 

institutionalize mechanisms, such as “rotating elites or forming a hegemonic party and holding 

elections, to co-opt potential rivals more cheaply” (2008: 974). However, it is equally likely 

that institutionalized mechanisms are the ones that actually explain stability in the first place, 

and time horizons are endogenous to those institutional mechanisms. 

 From another perspective, Bastiaens (2013) has also sought to explain variation within 

authoritarian regime to attract FDI. Her main claim is that autocrats will behave in a predatory 

                                                           
4 Kono raises a similar critique, arguing that “while measures like Wright´s (2008) have the advantage of being 
multidimensional, they also leave us wondering exactly what political circumstances induce short-sighted or far-
sighted behavior. (…) It would be particularly useful to know what causes autocratic time horizons to vary over 
time. Perhaps the main contribution of the political business cycle literature is that it sheds light on why 
democratic policies fluctuate. To date, there is no analog in the literature on autocratic trade policy” (2015: 308). 
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fashion (and threaten foreign investments) unless they are constrained by domestic 

institutions. She identifies two specific mechanisms that help these regimes reduce their 

political risk. The first involves signing bilateral international treaties (BITs), as a way of 

signaling to the markets their commitment to investor-friendly policies. The second 

mechanism consists of allowing citizen participation in economic policymaking, under the 

assumption that the average citizen welcomes foreign investments and will favor policies that 

attract them. Tying both mechanisms together, Bastiaens claims that although the risk of 

noncompliance with international treaties is greater among authoritarian regimes, domestic 

factors such as higher citizen participation guarantee higher rates of compliance. In other 

words, an active domestic constituency can force an authoritarian government to comply with 

investment treaties even in the absence of enforcement mechanisms at the international level 

(Downs, Rocke, and Barsoom 1996, Fearon 1998).5  

 However, much of the argument rests on the problematic assumption that “(…) as 

citizens and organizations in authoritarian regimes provide feedback on economic issues, the 

majority will support property rights protections and inflows of FDI” (2013: 25). On the one 

hand, Bastiaens claims that authoritarian regimes are responsive to citizens’ feedback, 

suggesting that on economic issues, dictators answer to majorities much as democracies do. 

On the other hand, Bastiaens is also assuming that the majority of citizens have a natural 

preference for FDI. In that sense, her argument is similar to that of Milner and Kubota (2005), 

who explain trade openness in developing countries as a function of democratization. The 

important difference is that Milner and Kubota’s thesis is built on the assumption that 

                                                           
5 In a way, her argument is reminiscent of Dai’s (2005), who also underscores the role of domestic constituencies 
given the distributional consequences of international treaties. 
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developing countries are labor-rich economies and their median voter is expected to benefit 

from trade liberalization. Milner and Kubota’s argument implies that the preferences of these 

citizens will aggregate through democratic institutions and translate into electoral votes for 

free-trade politicians. Nonetheless, unlike free trade, in developing countries the majority of 

citizens are not necessarily in favor of FDI.  Authors as Pandya (2014) have demonstrated that 

among Latin American workers, higher levels of education are a good predictor of support for 

FDI, which contradicts Bastiaens’ claim. In other words, Bastiaens’ argument that the majority 

of citizens in developing countries supports FDI is not always true, as the flow of capital and 

investment has usually translated into higher wages for the better educated, but not necessarily 

for the low skill workers.  

 In short, Bastiaens claims that autocrats are more likely to engage in rent-seeking 

behavior that threatens the interests of foreign capital if there are no domestic institutions that 

restrain them (2013: 19). The problem is that she acknowledges the ineffectiveness of formal 

domestic institutions as legislatures and suggests looking into citizen participation as a 

constraint on authoritarian leaders, and argues that “in regards to policies relating to foreign 

direct investment, authoritarian leaders have an incentive to incorporate and listen to the wider 

populous” (2013: 24). As I have shown, though, the claim that the ‘wider populous’ benefits 

from FDI is not necessarily true in labor-rich countries. Thus, higher citizen participation in 

these countries should really translate into less support for “FDI-friendly” policies, as she calls 

them.  

 Finally, both Moon and Bastiaens do not incorporate the foreign investor´s 

perspective. In the case of Moon’s argument, it is not clear at what point a benevolent autocrat 

with long-term horizons becomes a threat to foreign investments by stealing and predating 
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the economy. In Bastiaens’ thesis, the responsiveness of dictators to domestic constituencies 

transmits little information to external investors. As we have seen, although both authors 

address the relationship between authoritarian regimes and policy outcomes at the 

international level, their arguments present important theoretical limitations.   
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Theoretical Argument   

 One of the objectives of this paper is to unpack authoritarian regimes, in order to 

identify which institutional features makes them more or less attractive to FDI. This goal 

reflects recent trends in the IPE literature oriented towards the disaggregation of the political 

determinants of FDI (Beck et al. 2001, Li and Resnick 2003, Jensen et al. 2012). It also agrees 

with Henisz’s (2003) claim that using broad or aggregate measures of political regimes does a 

poor job of identifying the causal mechanisms that drive more or less FDI to a country. 

 Following Geddes and her collaborators, I define authoritarian regimes as starting 

whenever “an executive achieves power through undemocratic means and, with his inner circle 

establishes new rules for choosing leaders and policies” (Geddes et al. 2012: 317)6. It is a 

definition open enough to separate democracies from autocracies while leaving the door open for 

substantial variation within authoritarian regimes. It is important to emphasize again that this 

definition leads the analysis to be centered on the relationship between FDI and regimes (and 

not governments), which means focusing on the set of formal and informal rules, “that identify 

the group from which leaders can come and determine who influences leadership choice and 

policy” (Geddes et al. 2012: 314). As we will see, predictability in the rules for choosing leaders 

and policies are the two key elements that distinguish authoritarian regimes from one another 

and distinguishes them in their ability to attract FDI. 

 Why does predictability occupy such a central role in explaining variation across 

among authoritarian regimes? From the perspective of a foreign investor, change is key to 

                                                           
6 They define “undemocratic” as “any means besides direct, reasonably fair, competitive elections in which at 
least ten percent of the total population (i.e., 40 percent of adult males) was eligible to vote; or indirect election 
by a body, at least 60 percent of which was elected in direct, reasonably fair, competitive elections; or 
constitutional succession to a democratically elected executive” (Geddes et al. 2012: 317) 
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understanding risk, both under democracies and autocracies. This circumstance stems from 

the well-known “obsolescing bargain” (Vernon 1971): Risk is typically the result of ex post 

illiquidity, or the fact that once a multinational corporation has invested in a country, it loses 

the bargaining power it had ex ante (Jensen et al. 2012). In other words, political risk is the 

probability of policy change after an initial investment, in particular if it is unexpected or 

unanticipated by business managers. In broad terms, as Li and Resnick argue, “the connection 

between politics and FDI inflows hinges on the interaction between host governments and 

MNEs [multinational enterprises]” (2003: 180), and this interaction is shaped by domestic 

political institutions. 

 The formal institutions present in democracies make them more effective at securing 

property rights and reducing risk than authoritarianisms (Olson 1993, Jensen 2003, Li and 

Resnick 2003, Jensen et al 2012, among others). In the absence or ineffectiveness of formal 

domestic institutions, such as regular elections, multiparty legislations or an independent 

judiciary that “lower the risks of expropriation, contract repudiation, ineffective rule of law, 

and government corruption” (Li and Resnick 2003: 187), foreign investors must rely on other 

sources to assess political risk in autocratic settings.  

 Some scholars have interpreted political risk as stemming from unstable contexts. 

Kobrin (1979) reviewed the multiple interpretations of the term “political risk” in the 

literature, or the way in which host governments could potentially interfere with business 

operations. Several authors have indeed focused on “political instability” (Schneider and Frye 
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1985; Svensson 1997, Campos and Nugent 2000) to explain variation across the world, but Li 

and Resnick have not found it to be statistically significant in attracting FDI (2003: 192)7. 

 Instead, this paper’s emphasis on change follows Henisz’s analysis of political risk. He 

claims that “the credibility of that commitment [to a given policy regime] varies in the ease 

with which an interested policymaker may alter the status quo policy” (2002: 10). Henisz 

explains such variation by the number of political actors with veto power, and the fact that 

any particular policy “must be within a range of policies that satisfies all actors with veto 

power” (2002: 50)8. Thus, I argue that the number of veto players is one of the dimensions 

that explains the difference in levels of predictability between authoritarian regimes. Single 

leader regimes should be less predictable due to the discretion and lack of constraints in the 

decision-making process, while regimes dominated by a collective body should be more 

predictable due to the decentralized nature of policymaking and the need for some sort of 

intra elite agreement or consensus9. Specifically, I hypothesize that 

 

 H1: Authoritarian regimes ruled by single leaders, such as monarchies and 

 personalist dictatorships, should attract less FDI than authoritarian regimes ruled 

 by a collective body, such as military and single-party regimes 

 

 At the same time, policymaking is not the only dimension that explains overall levels 

of predictability. To the possibility of changing policies, it is necessary to add the rules 

                                                           
7 Li and Resnick (2003) measure political instability using Banks´s event count of assassination, strikes, guerrilla 
wars, government crises, purges, riots, revolts and antigovernment demonstrations. 
8 I discuss the limitations of Henisz’s POLCON variable in the empirical section. 
9 Ezrow and Frantz (2011) develop a similar argument regarding policy stability among different authoritarian 
regimes. 
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governing succession, which can potentially offset or add to the previous dimension. In other 

words, both dimensions are interdependent. Accordingly, I argue that the possibility of 

leadership turnover represents a critical juncture in authoritarian regimes, and that regimes 

that have clear succession rules offer more predictability to investors than regimes where the 

death or removal of the leader can jeopardize the entire economy. Consequently, my second 

hypothesis is that: 

 

 H2: Authoritarian regimes with clear succession rules or mechanisms, such as 

 single-party regimes, should attract more FDI than regimes where leader turnover 

 creates uncertainty, such as personalist regimes. 
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Empirical Analysis 

 I employ a time-series cross-sectional (TSCS) design with fixed effects that allows me 

to estimate the effect of the main independent variables over time and across countries. 

Following standard use in the literature, I define the dependent variable, Foreign Direct 

Investment (FDI), as private capital flows from a multinational company into a country 

outside the firm’s home country. Unlike short-term flows, such as portfolio investments10, 

FDI has longer time horizons, implied by the 10% threshold of stock that gives it certain 

management control over the firm’s decisions (Jensen 2003).  The main analysis starts in 1980 

(the first year for which FDI measured in stocks is available) and covers every year until 2010. 

I use FDI stocks and (not flows) as the central measure of the dependent variable11, but I also 

run additional models that include measuring FDI in flows and not stocks. 

 The main independent variable, regime type, is a categorical dummy variable with four 

possible categories: single-party, personalist, military, and monarchy. Information on regime 

type is from the Geddes, Wright and Frantz (GWF) (2014) dataset. Although it is clear that 

regime type is not a direct measure of the institutional mechanisms described above, I argue 

that it is a valid proxy given the absence of observable measures of both policymaking and 

succession predictability, which also captures the institutional elements of authoritarian 

regimes better than alternative typologies12.  

                                                           
10 For an analysis of the importance of legal factors for attracting portfolio investments to developing countries, 
see Lee, Staats, and Biglaiser (2012) 
11 In line with Andrew Kerner’s (2014: 7) recommendation. All estimates are from UNCTAD, and logged 
following Li and Vashchilko (2010). 
12 Mattes and Rodriguez also adopt Geddes’ original typology (with the exception of monarchies) and focus on 
three similar institutional aspects (accountability to domestic groups, policymaking flexibility, and transparency) 
to explain international cooperation among authoritarian regimes.   
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 It is important to note that several countries included in the analysis have been ruled 

by more than one type of authoritarian regime over time. For instance, Ivory Coast is coded 

as a single-party regime between 1980 and 1999 and as a personalist dictatorship between 200 

and 2010. El Salvador is coded as a single-party between 1980 and 1982 and as a military 

regime between 1983 and 1994. A complete list of countries with periods of authoritarian rule 

and type of regime is included in the Appendix (Table A1). 

 This typology builds on the regime classification put forward originally by Geddes 

(1999). As she argued,  

 “(…) different kinds of authoritarianism differ from each other as much as they 

 differ from democracy. They draw on different groups to staff government offices 

 and different segments of society for support. They have different procedures for 

 making decisions, different ways of handling the choice of leaders and 

 succession, and different ways of responding to society and opponents.” (1999: 

 121) 

Figure 1 summarizes the two main hypotheses of this paper and ranks different types of 

authoritarian regimes according to both dimensions: 
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FIGURE 1: TYPOLOGY OF AUTHORITARIAN REGIMES 

Level of predictability of:  

Leaders’ succession 

Higher Lower 

Policy-

making 

Higher Single Party Military 

Lower Monarchies Personalist 

 

The combination of both levels of predictability leaves us the following expectations: 

1. Single-party regimes should attract higher inflows of FDI among autocracies. 

2. Personalist regimes should attract the lowest inflows of FDI among autocracies. 

3. Military regimes and monarchies should attract less FDI inflows than single-parties 

but more than personalist regimes. 

 As Figure 1 above shows, single-party regimes tend to have predictable rules for 

policymaking and for choosing leaders. As mentioned earlier, some of these rules are often 

informal. For instance, the Mexican PRI was able to avoid intestine divisions and govern for 

several decades as a single-party thanks to the “dedazo”, “or the imposition of the next 

president by the outgoing executive” (Langston 2006: 143). These procedures substitute 

formal or observable methods found in democratic settings, such as elections. In the case of 

policymaking, a ‘politburo’ or central committee usually centralizes decision-making and the 

presence of multiple actors with veto power prevents random or unpredictable changes in 

policy. Recently, the Fourth Plenum of the 18th Central Committee of the Chinese Communist 
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Party announced an attempt to reform its judiciary and improve rule of law13. Thus, in single 

party regimes one political party controls access and influence over policymaking (Geddes 

1999: 121-122), and this translates into higher predictability and less discretionality.  

 In the opposite side, in personalist regimes an individual leader, who could potentially 

rise to power from the military or a party14, rules without regard for or constraints to any type 

of organization. In these regimes, the individual leader controls decision-making and embodies 

the legitimacy of the government.  Although dictators may often surround themselves with a 

clique or group of advisors, they always have the last word. Moreover, personalist regimes 

usually end with the violent removal or death of the leader, opening a critical juncture marked 

by uncertainty and instability.   

 The difference between military regimes and monarchies may be more subtle. Military 

regimes have a group of officers in charge of government. The military as an institution, and 

not a specific officer, rules a country and handles decision-making procedures. However, 

military regimes can have both a negative and a positive effect on FDI. On one hand, the fact 

that the military as an institution is actually in power suggests that previous civilian regimes 

were embroiled in episodes of social and political instability. According to Geddes, Frantz and 

Wright, military rulers “are more likely than civilian dictators to abuse their citizens and more 

likely to embroil them in civil war” (2014: 73).  On the other hand, recalling O’Donnell’s (1978) 

                                                           
13 Jacobs, Andrew and Chris Buckley (2014, Oct. 23). “China Moves to Reinforce Rule of Law, With Caveats”, 
New York Times. Retrieved November 26, 2014 from www.nytimes.com.; Liao, Rebecca (2014, Oct. 26) “The 
Law of Rule. China´s judiciary after the Fourth Plenum”. Foreign Affairs. Retrieved November 26, 2014 from 
www.foreignaffairs.com. Indeed, KPMG observes that “the impact will also have considerable bearing on the 
economic sphere and business environment in China, as increased legal predictability and certainty will benefit 
all market players”. Full report available at: 
http://www.kpmg.com/CN/en/IssuesAndInsights/ArticlesPublications/Documents/China-Fourth-Plenum-
Implications-for-business-201411.pdf  
14 For a discussion of the difference between the military as an institution and military rulers, see Geddes et al. 
2014. 

http://www.nytimes.com/
http://www.foreignaffairs.com/
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argument cited above, it is also possible to argue that the stability brought by military regimes 

works as an incentive for foreign investors, and guarantees a political environment free from 

union activity and social disorder.  

 Finally, in monarchies, a royal family has control over policy and leadership selection 

(Geddes et al. 2012: 318). Monarchies may have clear succession rules in most cases, as Olson 

has argued: “Given autocracy, then, dynastic succession can be socially desirable, both because 

it may reduce the likelihood of succession crises and because it may give monarchs more 

concern for the long run and the productivity of their societies” (1993: 572). However, a lack 

of constraints in policymaking could potentially mean less predictability overall.   

Empirically, Figure 2 shows the distribution of these four regimes in terms of country-

years and percentage:  

Figure 2: Regime Type Distribution (1980-2010) 

Regimes Country-Years % 

Party 843 45.25 

Personal 586 31.45 

Monarchy 225 12.08 

Military 209 11.22 

Total 1,863 100.00 

 

Control Variables 

 Information on regime duration is also from the Geddes, Wright and Frantz (GWF) 

(2014) dataset. Regime duration is a variable that measures the number of years that a regime 

has been in power and in some cases starts before the period of this study. For instance, 

although the analysis for Argentina covers the years between 1980 and 1983, the military 
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regime started in 1978, so by 1980 it would be in its third year in power. It is a similar measure 

to that used by Clague et al. (1994). The following table shows a simple correlation between 

the four regime types and regime duration: 

Table 1: Correlation of Regime Duration and Regime Types 

 Single-Party Military Personalist Monarchies 

Regime Duration 0.05 -0.18 -0.26 0.46 

I follow standard use in the literature and include other political and economic 

variables that could be driving FDI into a country. Economic factors include market size 

(measured by GDP, logged), economic development (measured by GDP per capita, logged), 

and economic growth (using annual percentage of GDP). All these indicators are from the 

World Bank’s World Development Indicators. I control for financial stability (capital account 

openness) using the Chin-Ito Index. Finally, I also control for natural resource dependence, 

under the expectation that resource rich countries attract more FDI than resource scarce ones 

(Jensen 2003: 598). This indicator measures total natural resource rents as a percentage of the 

GDP. Its main virtue is that includes rents from resources other than oil.   
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The regression output of the model (1), using FDI measured in stocks and a battery 

of economic control variables, is in Table 215. Holding one of the regime types as a reference 

                                                           
15 It is worth noting that none of the models from Table 2 has variables with a vif value above 4.63, which is far 
from the threshold of 10 associated with multicollinearity issues. That includes values for year dummies in each 
model. 

TABLE 2: Determinants of FDI (Stocks) 

  MODEL (1), 1980-2010   MODEL (2): Adding Pol. Variables (1986-2010) 

  

 
Base 

Category: 
Monarchy 

 Base 
Category: 

Party 

 
Base 

Category: 
Military 

  
Base 

Category: 
Personalist   

 
Base 

Category: 
Monarchy 

 
Base 

Category: 
Party 

 
 Base 

Category: 
Military 

 
Base 

Category: 
Personalist 

Monarchy   -0.995*** -1.07*** -0.614***     -0.777*** -0.772*** -0.173* 
    (0.154) (0.154) (0.152)     (0.086) (0.119) (0.075) 
Party 0.995***  -0.075 0.382***   0.777***   0.005 0.603*** 
  (0.154)  (0.111) (0.097)   (0.086)   (0.124) (0.089) 
Military 1.07*** 0.075   -0.456**   0.772*** -0.005   0.598*** 
  (0.154) (0.111)   (0.126)   (0.119) (0.124)   (0.130) 
Personalist 0.614*** -0.382*** -0.456**     0.173* -0.603*** -0.598***   
  (0.152) (0.097) (0.126)     (0.075) (0.089) (0.130)   
Regime 
Duration 0.005*** 0.005*** 0.005*** 0.005***   -0.000 -0.000 -0.000 -0.000 
  (0.001) (0.001) (0.001) (0.001)   (0.001) (0.001) (0.001) (0.001) 
GDP 0.741*** 0.741*** 0.741*** 0.741***   0.778*** 0.778*** 0.778*** 0.778*** 
  (0.029) (0.029) (0.029) (0.029)   (0.032) (0.032) (0.032) (0.032) 
GDP per 
capita 0.080 0.080 0.080 0.080   -0.125** -0.125** -0.125** -0.125** 
  (0.071) (0.071) (0.071) (0.071)   (0.04) (0.04) (0.04) (0.04) 
GDP 
growth 0.006 0.006 0.006 0.006   -0.003 -0.003 -0.003 -0.003 
  (0.009) (0.009) (0.009) (0.009)   (0.014) (0.014) (0.014) (0.014) 
Capital Acc. 
Open. 0.90*** 0.90*** 0.90*** 0.90***   0.793*** 0.793*** 0.793*** 0.793*** 
  (0.188) (0.188) (0.188) (0.188)   (0.079) (0.079) (0.079) (0.079) 
Nat. Res. 
Rents -0.002 -0.002 -0.002 -0.002   0.005 0.005 0.005 0.005 
  (0.002) (0.002) (0.002) (0.002)   (0.003) (0.003) (0.003) (0.003) 
BITs signed          0.015*** 0.015*** 0.015*** 0.015*** 
           (0.004) (0.004) (0.004) (0.004) 
Political 
Constraints 

         -0.23 -0.23 -0.23 -0.23 
         (0.15) (0.15) (0.15) (0.15) 

Political Risk 
         0.021*** 0.021*** 0.021*** 0.021*** 
         (0.004) (0.004) (0.004) (0.004) 

                   
Constant -11.815*** -10.819*** -10.744*** -11.201***   -11.725*** -10.948*** -10.953*** -11.553*** 
  (0.852) (0.771) (0.842) (0.791)   (0.761) (0.828) (0.777) (0.776) 
N 1742 1742 1742 1742   872 872 872 872 
Countries 97 97 97 97   63 63 63 63 
R² 0.41 0.41 0.41 0.41   0.68 0.68 0.68 0.68 

Robust s. e, ∗p < .05; ∗∗p < .01; ∗∗∗p < .001 
FDI = Foreign Direct Investment. All independent variables lagged one year.  
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category in each column, the output confirms that single party regimes attract more FDI than 

monarchies and personalist regimes. However, it also shows that single-party regimes are 

indistinguishable from military regimes. In turn, and contrary to our expectations, monarchies 

appear to attract less FDI than all of the rest of authoritarian regimes, including personalist 

regimes. As the other collectively run regime, military regimes attract more FDI than 

monarchies and personalist regimes, but are indistinguishable from single party regimes. 

 In other words, the analysis confirms the first hypothesis (collectively ruled regimes 

should attract more FDI than single leader regimes), but not the second one (due to clear 

succession rules, monarchies and single party regimes should attract more FDI). While single-

party and military regimes attract more FDI than personalist dictatorships and monarchies, 

they are also indistinguishable from one another. 

 Adding political variables to Model (1) changes some of these results, as we can see 

on the right side of Table 2. Model (2) adds three different variables to the barebones model: 

Henisz´s political constraints (POLCON) index, a Political Risk variable elaborated by the 

International Country Risk Guide (ICRG)16, and a variable showing the total number of 

Bilateral Investment Treaties (BITs) signed each year by a country17. In Model (2), both BITs 

and Political Risk show a positive effect (in the case of risk, positive because the index assigns 

higher values to “safer” countries). In terms of the main independent variables, once we 

incorporate these set of variables, most of the results hold to the previous specification18.  This 

                                                           
16 The Political Risk index is comprised of 12 weighted variables and ranges from zero to 100. Data is available 
starting on the year 1985. It includes measures of government stability, socioeconomic conditions, external and 
internal conflict, religious and ethnic tensions, among others.  
17 I am grateful to Rachel Wellhausen for sharing her data on BITs. 
18 I also run an analysis using FDI measured in flows as the dependent variable (Table A3 in the Appendix).  In 
this case, most coefficients lose their significance and become almost negligible. These contrasting results lend 
support to Kerner’s claim that “FDI stock estimates are often better, if still imperfect, conceptual fits to political 
science questions than flow data” (2014: 7). 
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suggests that the main difference between authoritarian regimes appears to reside in whether 

they are ruled collectively or by a single leader. 

 A standard measure of such differences in the number of actors with veto power, 

Henisz’s POLCON variable shows no effect in the model. Although I argued above that this 

paper followed Henisz’s analysis of political risk by focusing on the number of political actors 

with veto power, the operationalization of his POLCON variable is not as useful to describe 

political constraints among autocracies. Henisz (2002) claims that his measure of political 

constraints estimates the likelihood of change in government policy from the preferences of 

any actor. However, as much as his variable is useful to examine levels of political constraints 

among democracies, in particular because he operationalizes the measure in terms of the 

preferences of formal and independent branches of government with veto power, the weight 

of such institutions is irrelevant to non-existent among autocracies. Scholars as Henisz and 

Tsebelis (2002) limit the possibilities of policy change to the number and interaction between 

formal political players, such as legislatures, courts, and subnational authorities (Henisz 2002: 

48-52), which are mostly irrelevant or at least not independent in non-democratic settings. An 

empirical examination strongly confirms this critique: more than 72 percent of POLCON 

observations to the sample of authoritarian countries equal to zero, which indicates a lack of 

political constraints or a complete alignment between veto players19.    

  

   

                                                           
19 Jensen, Malesky and Weymouth (2013) have recently argued, contra Gandhi (2008), that legislatures under 
authoritarianisms are better at addressing corporate governance rules (basically disputes between private 
investors) than at preventing expropriations (arguably the main concern of foreign investors). In other words, 
this suggests that formal institutions such as multi-party legislatures are not really shaping the interaction between 
authoritarian governments and foreign investors, but between domestic and foreign investors. 
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 As a robustness test, I also run an analysis using a different coding for my main 

independent variable (Models 4-5). In place of Geddes’ typology, I use Cheibub, Gandhi, and 

Vreeland (CGV) (2010)20. Unlike Geddes, CGV identify only three main types of authoritarian 

regimes: civilian dictatorships, monarchies, and military regimes. The difference between both 

typologies is that CGV does not consider single party regimes to be different from personalist 

regimes21. The choice to confound personalist and one party regimes neglects the crucial 

institutional differences between both types of regimes. On a footnote, they suggest that 

personalist regimes “are not really a distinct regime type” (2014: 493), despite the differences 

in decision-making procedures, succession rules, or organizational structures found in both 

regimes. Empirically, the analysis shows that civilian dictatorships (which include single-party 

and personalist) fare better than military regimes while military regimes attract more FDI than 

monarchies, which is a similar result as the one obtained using Geddes’ typology.   

  

 

 

 

 

 

                                                           
20 Steinberg and Malhotra (2014) also apply CGV to their analysis of exchange rate regimes among authoritarian 
regimes. 
21 Another difference is that CGV extends only until 2008. 
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TABLE 3: Determinants of FDI (Stocks), 1980-2010, using CGV 

  Model 4   Model 5 (adding political variables) 

Alternative Independent 
Variable Coding: 
Cheibub, Gandhi, and 
Vreeland (2010) 

Base 
Category 

(monarchy) 

Base 
Category 
(civilian) 

Base 
Category 
(military) 

  
Base 

Category 
(monarchy) 

Base 
Category 
(civilian) 

Base 
Category 
(military) 

Monarchy   -0.89*** -0.62**     -0.76*** -0.51*** 
    (0.18) (0.18)     (0.09) (0.09) 
                

Civilian 0.98***   0.38***   0.62***   0.28* 
  (0.15)   (0.10)   (0.13)   (0.14) 
                

Military 0.72*** -0.12     0.34*** -0.24   
  (0.14) (0.10)     (0.09) (0.12)   
                

Regime Duration 0.00** 0.01*** 0.01***   0.00 0.00 0.00 
  (0.00) (0.00) (0.00)   (0.00) (0.00) (0.00) 
                

GDP 0.76*** 0.76*** 0.75***   0.80*** 0.80*** 0.80*** 
  (0.03) (0.03) (0.03)   (0.04) (0.04) (0.04) 
                

GDP per capita 0.10 0.09 0.09   -0.12** -0.12** -0.11* 
  (0.07) (0.08) (0.08)   (0.04) (0.04) (0.04) 
                

GDP growth 0.01 0.01 0.01   -0.01 -0.01 -0.01 
  (0.01) (0.01) (0.01)   (0.01) (0.01) (0.01) 
                

Capital Ac. Open. 0.86*** 0.80*** 0.81***   0.72*** 0.71*** 0.72*** 
  (0.18) (0.20) (0.20)   (0.07) (0.07) (0.07) 
                
Nat. Res. Rents -0.00 -0.00 -0.00   0.00 0.00 0.00 

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

BITs signed         0.02*** 0.01** 0.02** 

          (0.00) (0.00) (0.00) 
Political Constraints 
(POLCON)         0.07 -0.07 -0.00 

          (0.22) (0.18) (0.18) 

Political Risk (ICRG)         0.02*** 0.03*** 0.03*** 

          (0.00) (0.00) (0.00) 
                

Constant -12.13*** -11.32*** -11.32***   -12.25*** -12.10*** -12.16*** 
  (0.77) (0.75) (0.76)   (0.83) (0.91) (0.87) 

N 1742 1742 1742   872 872 872 

Countries 97 97 97   63 63 63 

R² 0.43 0.41 0.42   0.68 0.68 0.68 

Robust s. e, ∗p < .05; ∗∗p < .01; ∗∗∗p <.001.  
Highest Vif value: 3.50. FDI = Foreign Direct Investment. All independent variables lagged one year.   
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Finally, the emergence since the end of the Cold War of a new type of “hybrid” (Karl 1995) 

or “competitive authoritarianism” (Levitsky and Way 2010) regime poses a challenge to 

traditional typologies of authoritarian regimes. By definition, these regimes stand in a grey 

zone between democracies and authoritarianism and lack any organizational or structural 

property. The cases identified by the literature include both single-party regimes (Mexico under 

PRI in its last years) and personalist regimes (Peru under Fujimori in the 1990s or Venezuela’s 

Chávez in the last decade). The task, it appears, lies in identifying a measure of political risk 

that goes beyond organizational features. The spread of these regimes across the world 

(Levitsky and Way identify cases in over 30 countries in the last 3 decades) represents an 

incentive to incorporate them into the study of policy outcomes at the international level. In 

Table 4, I added competitive authoritarianisms as a fifth type of autocracy to the analysis, 

which covers 92 countries between 1990 and 201022 

 There are cases of overlap between Geddes´ typology and Levitsky and Way´s 

competitive authoritarianism, as well as cases defined by others as democratic but identified 

as hybrid by Levitsky and Way. For that reason, I created a different data set for this analysis 

in order to avoid double coding. Table A2 in the Appendix shows a complete list of countries 

coded as competitive authoritarianisms. The results show that hybrid regimes tends to attract 

less FDI than single-parties and military regimes. There is no statistical significance when 

comparing them to monarchies and personalist regimes. 

 

 

                                                           
22 No multicollinearity either, the highest value reached in all models was 4.23. 
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TABLE 4: Determinants of FDI (Stocks), 1990-2010, plus Competitive Authoritarianisms 

  Model 7 

  
(CA) 

 
(monarchy) 

 
(party) 

 
(military) (personal) 

Competitive  
Authoritarianisms 

  0.34 -0.34** -0.22 -0.05 

  (0.25) (0.09) (0.17) (0.09) 

          

Monarchy -0.34  -0.69** -0.56*** -0.39 

  (0.25)  (0.19) (0.12) (0.19) 
          

Party 0.34** 0.69**   0.12 0.29** 

  (0.09) (0.19)   (0.13) (0.09) 

          

Military 0.22 0.56*** -0.12  0.17 

  (0.17) (0.12) (0.13)  (0.14) 

          

Personalist 0.05 0.39 -0.29** -0.17   

  (0.09) (0.19) (0.09) (0.14)   

          

Regime Duration 0.01 0.01 0.01 0.01 0.01 

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

           

GDP 0.80*** 0.80*** 0.80*** 0.80*** 0.80*** 

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

           

GDP per capita 0.01 0.01 0.01 0.01 0.01 

  (0.07) (0.07) (0.07) (0.07) (0.07) 

           

GDP growth 0.00 0.00 0.00 0.00 0.00 

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

           

Capital Acc. Open. 0.65*** 0.65*** 0.65*** 0.65*** 0.65*** 

  (0.09) (0.09) (0.09) (0.09) (0.09) 

          

BITs signed         

          

polcon         

          

pol risk         

          

Constant -11.65*** -11.99*** -11.31*** -11.43*** -11.60*** 

  (1.28) (1.33) (1.25) (1.31) (1.31) 

N 1294 1294 1294 1294 1294 

Countries 92 92 92 92 92 

R² 0.43 0.43 0.43 0.43 0.43 

Robust s. e, ∗p < .05; ∗∗p < .01; ∗∗∗p < .001  
FDI = Foreign Direct Investment. All independent variables lagged one year.  
  

 



29 
 

TABLE 4 (cont.): Determinants of FDI (Stocks), 1990-2010, plus Competitive 
Authoritarianisms 

  Model 8 (adding political variables) 

  
(CA) 

 
(monarchy) 

 
(party) 

 
(military) (personal) 

Competitive  
Authoritarianisms 

  0.19 -0.50*** -0.53*** 0.14 

  (0.12) (0.08) (0.12) (0.08) 
            

Monarchy -0.19   -0.69*** -0.72*** -0.05 

  (0.12)   (0.11) (0.14) (0.14) 
            

Party 0.50*** 0.69***   -0.03 0.64*** 

  (0.08) (0.11)   (0.11) (0.12) 

            

Military 0.53*** 0.72*** 0.03   0.68*** 

  (0.12) (0.14) (0.11)   (0.17) 

            

Personalist -0.14 0.05 -0.64*** -0.68***   

  (0.08) (0.14) (0.12) (0.17)   

            

Regime Duration -0.00 -0.00 -0.00 -0.00 -0.00 

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

            

GDP 0.79*** 0.79*** 0.79*** 0.79*** 0.79*** 

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

            

GDP per capita -0.15*** -0.15*** -0.15*** -0.15*** -0.15*** 

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

            

GDP growth 0.01 0.01 0.01 0.01 0.01 

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

            

Capital Acc. Open. 0.63*** 0.63*** 0.63*** 0.63*** 0.63*** 

  (0.11) (0.11) (0.11) (0.11) (0.11) 

            

BITs signed 0.01*** 0.01*** 0.01*** 0.01*** 0.01*** 

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

polcon -0.66*** -0.66*** -0.66*** -0.66*** -0.66*** 

  (0.11) (0.11) (0.11) (0.11) (0.11) 

pol risk 0.03*** 0.03*** 0.03*** 0.03*** 0.03*** 

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

Constant -11.70*** -11.89*** -11.20 -11.17*** -11.84*** 

  (0.70) (0.66) (0.69) (0.69) (0.69) 

N 837 837 837 837 837 

Countries 64 64 64 64 64 

R² 0.70 0.67 0.67 0.67 0.67 

Robust s. e, ∗p < .05; ∗∗p < .01; ∗∗∗p < .001 

FDI = Foreign Direct Investment. All independent variables lagged one year.  
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Discussion 

Figure 3: Expected versus observed order of authoritarian regimes in terms of FDI 

inflows (from higher to lower) 

Expected Observed 

Single-Party Single-Party 

Military Regimes Military Regimes 

Monarchies Personalist 

Monarchies Personalist 

  

  What explains the difference between the expected and the observed columns? 

Under most specifications, the difference between single party and military regimes was not 

significant. When we consider CGV’s typology, which conflates personalist and single-party 

into civilian regimes, then the difference with military regimes becomes significant. Although 

CGV’s typology clearly shows that civilian regimes are better at attracting FDI than military 

regimes, and that military regimes are superior than monarchies in the same task, their coding 

may present some problems. Besides putting together single-party and personalist regimes, 

they also have a stringent condition for coding military regimes. Their codebook identifies a 

regime is as military “if the nominal head is or ever was a member of the military by 

profession”, even if it is a retired member, since “the shedding of the uniform is not necessarily 

enough to indicate the civilian character of a leader”.  In both coding decisions, the 

institutional attributes associated with single-party and military regimes are not recognized by 

the authors. 
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The analysis also shows that monarchies appear to have a lower affinity with foreign 

investment than any other type of regime. One explanation is that monarchs are less 

“accountable” than civilian autocrats, and can expect to survive even through economic crises. 

This extra-economic source of legitimacy may provide the monarch with some sort of “moral 

hazard”, by which the costs of enacting policies that repeal foreign investment and hurt their 

economies are not directly bear by the monarch.   

The higher levels of affinity between military regimes and FDI may actually validate 

the claims of the first wave of the literature on foreign investment and regime type (O’Donnell 

1978, Evans 1979, Haggard 1990). As Oneal summarizes O’Donnell’s argument, “foreign 

investment was said to be impeded by social unrest growing out of populist demands for 

increased consumption and more egalitarian distribution of wealth. The democratic state was 

strained beyond endurance, and the ‘solution’ was authoritarianism” (Oneal 1994: 567). Thus, 

the guarantee of order and stability provided by the military would explain the affinity between 

this particular regime and foreign investment.  
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Conclusions 

 In order to assess the determinants of FDI, I have followed Jensen et al.´s strategy to 

look at the role politics play in the “decisions of investors to risk their hard-earned capital in 

overseas ventures”, and especially try to assess how investors “gauge political institutions and 

conditions and measure political risk” (2012: 5). The main argument of this paper is that 

differences within authoritarian regimes influence the decision of foreign capital to invest or 

not in one country. The central difference resides in the decision-making and leadership 

selection procedures of each regime. These procedures are a result of institutional attributes 

of authoritarian regimes. The argument, in other words, is that each type of authoritarian 

regime signals a varying risk depending on how they a) deal with leadership turnover and b) 

formulate policymaking. 

 Accordingly, the argument put forward here represents an attempt to identify and 

classify varieties of autocracies according to the risk they present to foreign investors. Building 

on Geddes’ typology, I have claimed that these regimes differ first, according to their 

succession rules and second, by whether there are veto players involved in the decision making 

process. The empirical analysis has partially supported these claims. The last part of the 

empirical section also raises the possibility of classifying regimes in a different manner, in 

particular due to the emergence of new, hybrid regimes since the end of the Cold War.  

 This paper has sought to unpack the black box of authoritarian regimes and foreign 

direct investment. In that vein, it follows a burgeoning literature exploring variation within 

authoritarianisms and different policy outcomes, such as exchange rate and trade policy. 

Although in slight decline in the last decades, these regimes are still present all around the 

globe, and any decision made by foreign investors and governments has to deal with the 
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political risk associated with their specifities. Unlike some of the recent articles on autocratic 

regimes, this paper represents an attempt to move away from the influence of categories and 

elements imported from democratic regimes and identify mechanisms exclusive to autocracies. 

As Daniel Kono concludes in his survey of trade and autocracies, scholars need to develop 

models “that are uniquely tailored to autocracies” (2015: 311), and a similar goal can be 

pursued in other areas of international political economy, such as foreign investment.     
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Appendix 

TABLE A1: ALPHABETICAL LIST OF COUNTRIES  

Country Years Regime Type 

Afghanistan 1980 Party 

Algeria 1980-1992 Party 

Algeria 1993-2010 Military 

Angola 1980, 1987-2010 Party 

Argentina 1980-1983 Military 

Armenia 1995-2010 Personal 

Azerbaijan 1995-2010 Personal 

Bangladesh 1980-1990 Personal 

Bangladesh 2008 Military 

Belarus 1992-1994 Party 

Belarus 1995-2010 Personal 

Bolivia 1981-1982 Military 

Botswana 1980-2010 Party 

Brazil 1980-1985 Military 

Burkina Faso 1980, 1983-2010 Personal 

Burkina Faso 1981-1982 Military 

Burundi 1980-1987 Party 

Burundi 1988-1993, 1997-2003 Military 

Cambodia 1980, 1995-2010 Party 

Cameroon 1980-1983 Party 

Cameroon 1984-2010 Personal 

Central African Republic 1980-1981, 2004-2010 Personal 

Central African Republic 1982-1993 Military 

Chad 1983-2010 Personal 

Chile 1980-1989 Military 

China 1980-2010 Party 

Congo-Brazzaville 1980-1991 Party 

Congo-Brazzaville 1998-2010 Personal 

Congo-Zaire 1980-2010 Personal 

Cuba 1989-2010 Party 

Czechoslovakia 1980 Party 

Egypt 1981-2010 Party 

El Salvador 1980-1982 Party 

El Salvador 1983-1994 Military 

Eritrea 1994-2010 Party 
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TABLE A1 (continued) 

Ethiopia 1983-1991 Military 

Ethiopia 1992-2010 Party 

Gabon 1980-2010 Party 

Gambia 1980-1994 Party 

Gambia 1995-2010 Personal 

Georgia 1992-2003 Personal 

Ghana 1982-2000 Personal 

Guatemala 1980-1995 Military 

Guinea 1980 Party 

Guinea 1988-2010 Personal 

Guinea Bissau 1980 Party 

Guinea Bissau 1981-1999, 2003 Personal 

Haiti 1980, 2001-2004 Personal 

Honduras 1980-1981 Military 

Hungary 1981-1990 Party 

Iran 1980-2010 Party 

Ivory Coast 1980-1999 Party 

Ivory Coast 2000-2010 Personal 

Jordan 1981-2010 Monarchy 

Kazakhstan 1993-2010 Personal 

Kenya 1980-2002 Party 

Korea (South) 1981-1987 Military 

Kuwait 1981-2010 Monarchy 

Kyrgyzstan 1993-2010 Personal 

Laos 1980-2010 Party 

Lesotho 1980-1986 Party 

Lesotho 1987-1993 Military 

Liberia 1980 Party 

Liberia 1981-1990, 1998-2003 Personal 

Libya 1980, 2001-2010 Personal 

Madagascar 1980-1993, 2010 Personal 

Malawi 1980-1994 Personal 

Malaysia 1980-2010 Party 

Mali 1980-1991 Personal 

Mauritania 1981-2005, 2009-2010 Personal 

Mauritania 2006-2007 Military 

Mexico 1981-2000 Party 

Mongolia 1986-1993 Party 

Morocco 1980-2010 Monarchy 
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TABLE A1 (continued) 

Mozambique 1980-2010 Party 

Myanmar 1980 Military 

Namibia 1991-2010 Party 

Nepal 1980-1991,  2003-2006 Monarchy 

Nicaragua 1980-1990 Party 

Niger 1980-1991 Military 

Niger 1997-1999 Personal 

Nigeria 1984-1999 Military 

Oman 1980-2010 Monarchy 

Pakistan 1980-1988, 2000-2008 Military 

Panama 1980-1989 Military 

Paraguay 1980-1993 Party 

Peru 1993-2000 Personal 

Philippines 1980-1986 Personal 

Romania 1980, 1988-1989 Party 

Russia 1995-2010 Personal 

Rwanda 1990-1994 Military 

Rwanda 1995-2010 Party 

Saudi Arabia 1981-2010 Monarchy 

Senegal 1980-2000 Party 

Serbia 1998-2000 Party 

Sierra Leone 1980-1992 Party 

Sierra Leone 1993-1996 Military 

Sierra Leone 1998 Personal 

Singapore 1980-2010 Party 

Somalia 1980-1988 Personal 

South Africa 1980-1994 Party 

Soviet Union 1980 Party 

Sri Lanka 1981-1994 Party 

Sudan 1980-1985, 1990-2010 Personal 

Sudan 1986 Military 

Swaziland 1980-2010 Monarchy 

Syria 1985-2010 Party 

Taiwan 1980 Party 

Tajikistan 1992-2010 Personal 

Tanzania 1980, 1990-2010 Party 

Thailand 1980-1988, 1992, 2007 Military 

Togo 1980-2010 Personal 

Tunisia 1980-2010 Party 
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TABLE A1 (continued) 

Turkey 1981-1983 Military 

Turkmenistan 1992-2010 Party 

Uganda 1981, 1984-1985, 1987-2010 Personal 

United Arab Emirates 1980-2010 Monarchy 

Uruguay 1980-1984 Military 

Uzbekistan 1992-2010 Party 

Venezuela 2006-2010 Personal 

Vietnam 1980, 1986-2010 Party 

Yemen South 1980 Party 

Yugoslavia 1980 Party 

Zambia 1980-1991, 1997-2010 Party 

Zimbabwe 1981-2010 Party 
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TABLE A2: Competitive Authoritarianisms 

Country Years 

Albania 1992-2010 

Armenia 1992-2010 

Belarus 1992-1994 

Benin 1990-2006 

Botswana 1990-2010 

Cambodia 1993-2010 

Dom. Rep 1990-1996 

Gabon 1990-2010 

Georgia 1991-2008 

Ghana 1991-2000 

Haiti 1994-2000 

Kenya 1991-2010 

Madagascar 1990-2010 

Malawi 1993-2010 

Malaysia 1990-2010 

Mali 1991-2002 

Mexico 1990-2000 

Moldova 1992-2008 

Mozambique 1992-2008 

Nicaragua 2006-2010 

Peru 1992-2010 

Romania 1990-1996, 2000-2005 

Russia 1992-2010 

Senegal 1990-2010 

Slovakia 1993-1998 

Tanzania 1992-2010 

Ukraine 1992-2005 

Zambia 1990-2010 

Zimbabwe 1990-2008 
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Table A3: Determinants of FDI (Flows), 1980-2010  

  
 

(monarchy) 
  

(party) 
 

(military) 
 

(personalist) 

Monarchy   -0.13*** -0.04 -0.10* 

    (0.02) (0.03) (0.03) 
         

Party 0.13***   0.09*** 0.03 

  (0.02)   (0.02) (0.02) 
         

Military 0.04 -0.09***  -0.06* 

  (0.03) (0.02)  (0.02) 
         

Personalist 0.10* -0.03 0.06*   

  (0.03) (0.02) (0.02)   
         

Regime Duration 0.00** 0.00** 0.00** 0.00** 

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

GDP 0.13*** 0.13*** 0.13*** 0.13*** 

  (0.02) (0.02) (0.02) (0.02) 
          

GDP per capita -0.03*** -0.03*** -0.03*** -0.03*** 

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

GDP growth -0.00 -0.00 -0.00 -0.00 

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

Capital Account Open. 0.17*** 0.17*** 0.17*** 0.17*** 

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

Natural Resource Rents -0.00* -0.00* -0.00* -0.00* 

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

Constant 5.63*** 5.75*** 5.67*** 5.73*** 

  (0.43) (0.42) (0.43) (0.42) 

N 1742 1742 1742 1742 

Countries 97 97 97 97 

R² 0.25 0.25 0.25 0.25 

Robust standard errors: ∗p < .05; ∗∗p < .01; ∗∗∗p < .001. 

FDI = Foreign Direct Investment. All independent variables lagged one year.   
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