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Although spatial hypotheses are not new in the FDI literature, their examination in the dynamic context of the 'investment development path' (IDP) provides some new insights. In this paper, we examine proximity to markets at different stages of the IDP as a determinant of a country's own foreign direct investment (FDI) pattern. Our main contribution lies in the empirical estimation of the importance of spatial determinants for the emergence of inward and outward FDI. Our results support that distance to countries at higher stages up the IDP which are better integrated into the world FDI network, has a negative effect on the probability of transition from any stage of the IDP to the next. The magnitude of the impact is generally increasing in the stage of the surrounding markets.

Introduction

The inward and outward foreign direct investment (FDI) positions of a country are known to be associated with the country's level of economic development. More specifically, as economic development proceeds, inward FDI stocks initially rise. Over time, learning-by-doing allows outward FDI to emerge. In the long run, inward and outward stocks tend to balance. The 'investment development path' (IDP) is a popular theory developed to describe this dynamic phenomenon (Dunning, 1980[START_REF] Dunning | Explaining the international direct investment position of countries: towards a dynamic or developmental approach[END_REF][START_REF] Dunning | The Investment Development Cycle revisited[END_REF][START_REF] Dunning | Foreign Direct Investment and Governments[END_REF]. In the stylized form of the path, countries progress through different stages first in response to the changing conditions that alter the country's attractiveness to foreign investors, and second in response to a gradual upgrading of domestic firmspecific advantages. The empirical work on the IDP that has so far appeared in the literature is mainly descriptive and includes non-parametric tests of hypotheses on the determinants of the process. Formal empirical testing of the IDP hypothesis has been developed in Durán and Ubeda (2005) although the explanatory variables proposed in that model deviate from the standard framework used to explain FDI activity in international economics. Several other researchers in international business have applied the concept to analyses of specific cases of countries (see [START_REF] Dunning | Foreign Direct Investment and Governments[END_REF], or more recently [START_REF] Gorynia | Poland's Investment Development Path: in search of a synthesis[END_REF]. In all these empirical models, the hypothesis of spatial relationships as a determinant of a country's evolution through the IDP is absent. In this paper we aim to extend the empirical work on the IDP to incorporate 'space'. Although the literature on FDI determinants is very large, the analysis of investment flows in a spatial context is still in its infancy (see [START_REF] Blonigen | FDI in space: Spatial autoregressive relationships in foreign direct investment[END_REF][START_REF] Ekholm | Export-Platform Foreign Direct Investment[END_REF][START_REF] Blonigen | Parents: Spatial Autoregressive Patterns in Inbound FDI[END_REF]. We seek to move one step further in that direction by associating a country's geographical location with its role as a host and parent country of FDI. In order to do so, we add spatial lags as explanatory variables into a benchmark empirical model aiming to explain transitions in the IDP. The main contribution of our paper lies in the empirical estimation of the importance of spatial determinants for what could be called the 'extensive-margin of FDI'; that is, the emergence of inward and outward FDI.

Our main conclusion is that proximity to countries at higher stages up the IDP which are better integrated into the world FDI network, has a positive effect on transitions from any stage of the IDP to the next. More specically, we show that proximity to markets generating FDI increases the probability of a country becoming a host, while proximity to these countries and to countries receiving inward FDI increases the probability of receiving FDI. The results are consistent with a number of static spatial hypotheses in the literature. The rest of the paper is structured as follows: Section 2 reviews the IDP hypothesis stage by stage, using findings from the international economics literature, and augments the scenario with spatial considerations. The analysis points at a number of spatial hypotheses to be empirically tested. Section 3 elaborates the data and the empirical model we use to test the hypotheses. The paper concludes with the results and a brief discussion of the findings.

The IDP hypothesis

Dunning (1980) first described the IDP as a sequence of four distinct stages, which he later extended to five [START_REF] Dunning | The Investment Development Cycle revisited[END_REF][START_REF] Dunning | Foreign Direct Investment and Governments[END_REF]. Stage 1 of the path corresponds to initial phase where a country is considered unattractive to foreign investors. The market is controlled by domestic firms that cannot afford foreign expansion, and thus only serve the domestic market. At the following stage 2, inward FDI stocks initially rise and the country develops its role as a host of FDI. Progress through stage 2 comes in response to changes in the market's 'location-specific advantages'. Over time, learning-by-doing allows outward FDI to emerge and the country enters in stage 3 of the IDP. A gradual upgrading of domestic 'firm-specific advantages' allows expansion into foreign markets. The initial growth of outward FDI is usually high enough for outward stocks to outweight inward stocks (stage 4). The country finally reaches a long-run equilibrium at stage 5 of the IDP, where inward and outward stocks tend to balance.

The international economics literature has provided a number of explanations for the mechanisms motivating inward and outward FDI. In this section we review transitions to stages 2 and 3, first with specific reference to that literature. We then augment the scenarios with spatial considerations, forming the main testable hypotheses of this paper.

Transition to an FDI Host

Determinants

Countries progress through stage 2 in response to changes in the market's 'locationspecific advantages'. One could include in those advantages factors such as the country's market size, or the prices of factors of production. More specifically, if the market experiences unusually high growth, foreign firms serving the domestic economy through exports seek to produce inside the country or acquire domestic firms, in order to replace increasing total transportation costs with the fixed cost of producing domestically.

According to the dominant theoretical explanation for horizontal FDI, the 'proximityconcentration trade-off' is the main driver of the increase in inward FDI (see [START_REF] Markusen | Multinationals, Multi-Plant Economies, and the Gains from Trade[END_REF][START_REF] Horstmann | Endogenous Market Structures in International Trade[END_REF]. Capital flows could also be attracted to best serve the foreign home market through vertical FDI. In standard models of vertical FDI factors of production are assumed to be cheaper in the host country than at home. Hence the trade-off is between the lower costs of producing abroad and the need to pay 

Spatial factors

The spatial consideration we bring in at this stage is simple. Other than a country's own characteristics, is transition to stage 2 influenced by proximity to countries at various other stages of the IDP? If such an effect exists, then proximity to countries at which stage of the IDP could have the most signicant impact? Countries at higher stages up the IDP (3, 4 and 5) are generators of FDI. Geographical distance is moreover known to be one of the most important obstacles to FDI 1 . Therefore, given a country's idiosyncratic characteristics, proximity to countries at stages 3, 4 and 5 of the IDP is expected to have a positive impact on transition to stage 2, that is, transition out of unattractiveness to foreign investors. We refer to that motivating factor for FDI as the 'domestic market potential'. The higher up the chain the neighboring countries are, the more important outward flows are relative to inward, and we expect the impact of 'domestic market potential' to be stronger into the host. On the other hand, countries at the first two stages of the IDP do not generate FDI. Proximity to markets at stage 2 of the IDP could explain increased inward FDI activity to a host country due to a 'neighboring market potential' effect. More specically, assume two spatially close markets at stage 2 of the IDP that could both potentially receive FDI from a third location. The foreign firm from the third country has four options: They can choose to (i) export to both locations, or (ii) invest in both locations, or (iii) invest in one location and export in the other one or (iv) produce output for both markets in one of the two locations (the socalled 'export-platform') and then ship a part of the output produced at the 'platform' to the neighboring market. The latter strategy generates an additional source of profits 1 Looking at the determinants of US foreign affiliate sales in levels, [START_REF] Carr | Estimating the Knowledge-Capital of the Multinational Enterprise[END_REF] and [START_REF] Markusen | Discriminating among alternative of the multinational enterprise[END_REF] estimate a distance parameter of -1.5. It is however noteworthy that in a standard 'proximity-concentration' framework the impact of distance on FDI flows should be positive. Because of the trade-substituting role of horizontal FDI, as well as the established association of distance with trade costs (see [START_REF] Bergstrand | The Gravity Equation in International Trade: Some Mi-Foundations and Empirical Evidence[END_REF], distance is expected to reduce trade flows and strengthen the incentive for investment. The opposite empirical evidence could be seen as an indication for vertical instead of horizontal multinational activity. Alternatively, it could indicate that foreign plant set-up costs are positively correlated with distance so that a negative distance parameter could also arise in the case of horizontal multinationals [START_REF] Markusen | The Theory of Endowment, Intraindustry and Multi-national Trade[END_REF].

from FDI by saving either on transportation costs (otherwise born from the origin), or by saving on set-up costs for FDI in the second country. Ultimately, some additional investment in the host country could be attracted because of proximity to a market at stage 2 of the IDP. The importance of export-platform FDI was documented recently in [START_REF] Hanson | Vertical Production Networks in Multinational Firms[END_REF], and further elaborated theoretically in [START_REF] Ekholm | Export-Platform Foreign Direct Investment[END_REF].

'Vertical specialisation' could also justify a positive impact of proximity to markets at stage 2 of the IDP on a country's inward FDI flows. When firms exploit efficiency advantages at multiple stages of the production process by linking sequentially facilities in several countries, then FDI in one location could positively impact on the probability of the emergence of inward flows in its neighboring markets too. Finally, countries at stage 1 of the process are unattractive to foreign investors or exporters. These countries do not generate FDI either; therefore, proximity to them is not expected to have an impact on transition from stage 1 to 2.

Transition to an FDI Parent

Determinants

Countries progress through stage 3 in response to the changing conditions of the firms' 'ownership-specific advantages', such as their intangible assets and productivity. A gradual upgrading of domestic 'firm-specific advantages' could be explained by a number of factors. Domestic firms can benefit from the presence of foreign production activity in the host country by imitating production techniques, or alternatively by acquiring the human capital of foreign-owned firms. In exploring the spillover effects of FDI there has been a rich literature, both theoretical and empirical since the 1990s. The evidence on this positive externality is mixed so far (see [START_REF] Javorcik | Does Foreign Direct Investment increase the productivity of domestic firms? In search of spillovers through backward linkages[END_REF][START_REF] Görg | Much Ado about Nothing? Do domestic firms benefit from Foreign Direct Investment?[END_REF] for an exhaustive review). Nevertheless, the literature offers alternative explanations for the reduction in the productivity gap between domestic and foreign firms. For instance, growth in the home country can increase both the size and the productivity of domestic firms. The key to this scenario is the assumption that large firm size facilitates the development of firm-specific assets which produce a dynamic effect on the expansion of MNEs. This result had been established empirically in the 1980s [START_REF] Caves | Causes of Direct Investment: Foreign Firms' shares in Canadian and UK Manufacturing Industries[END_REF] Blomström and Lipsey, 1991).

Spatial factors

The spatial hypotheses that we can incorporate regarding the emergence of outward FDI can first be identified by symmetry to those motivating inward FDI. More specifically, proximity to markets receiving FDI (that is, at stages 2 and above) should have an impact on the probability of transition to stage 3; that is the emergence of outward FDI.

We refer to this motivating factor as the 'foreign market potential'. It is noteworthy that the 'foreign market potential' is identical to the 'domestic market potential' effect discussed previously as a determinant for transition to stage 2. The only difference is that now we are considering it from the symmetric point of view of the parent country.

Since neighboring countries higher up the chain host firms with productivity advantages relative to the rest of the world, the 'foreign market potential' effect on outward FDI should be decreasing with the stage targeted markets are in. High competition as a barrier to entry in the potential host country explains that intensity decline. In addition, we have already established that a country's probability of receiving FDI is expected to increase with proximity to markets at all stages of the IDP except stage 1 (see §2.1). A higher productivity of foreign establishments in the host country could potentially be translated into productivity gains for domestic firms. An upgrading of domestic firmspecific advantages would increase in its turn the probability of outward FDI from the domestic market; that is, transition to stage 3 of the IDP. We refer to this motivating factor as the 'spillovers effect'. Tables 1 and2 outline the hypotheses on how proximity to countries at different stages of the IDP (rows) impacts on the probability of a country's transition to stage 2 and stage 3, respectively; that is the emergence of inward and outward FDI. For instance, in the first column of Table 1 we read that according to the 'domestic market potential' hypothesis, proximity to markets at stages 3, 4, and 5 of the IDP contributes positively to the probability of the emergence of inward FDI. The contribution is stronger, the higher up the IDP neighboring markets are in. 3. The empirical model ). However, if both inward and outward flows depend on the size of the market, then so does their difference. We choose the ratio of inward to outward flows of each country as a measure of the relative inward and outward investment position which is independent of the size of the market. We plot the ratio in a logarithmic scale, along with its long-run trend. More details on the data used for this application can be found in the Appendix. 2 After plotting the series, the separate inward and outward curves are used to identify the point in time when a country starts becoming attractive to foreign investors. Our analysis focuses on changes in the slope of the curves; not primarily in the values they represent. The criteria for the classification of countries into different stages are summarised in Tables 3 and4. An illustration of the separate curves we use for the case of Spain can be found in Figure 1. Out of the 6,373 observations treated in the application, 874 were classified as 'inconclusive' because of missing values or various 2 The data set and full set of graphs for the 187 countries of the analysis is available upon request. 4) show the criteria we use for stage identification at the starting points of the curves, where there is no indication on the slope or trend due to the absence of previous observations. other reasons. Overall, the units of observation classified at one of the stages of the IDP according to the criteria proposed are 5,499 out of the total number of 6,373 observations (that is, 86% of the sample). In what follows, we the empirical model testing the theoretical predictions for factors motivating the IDP. implications of the results and conclusions are left for the last section.

3.2

The econometric specification

Spatial variables

A variable representing spatial proximity of country i to markets at one specific stage of the IDP is constructed as the sum of GDPs of countries at that stage, each weighted by distance to country i. In our data set we observe N countries for T time periods. In order to calculate one spatial variable for proximity to markets at stage v, we introduce a set of five binary variables s(v), v ∈ {1, 2, 3, 4, 5} recording whether at year t, country i is at stage v or not (s it (v) = 1 as opposed to s it (v) = 0). We interact each stage dummy with g it standing for the GDP of country i at time t. Let q it (v) = s it (v)g it and q v be the (N × T ) × 1 vector containing these observations for stage v. Let q be the (N × T ) × 5 matrix containing observations for all stages of the IDP. Distance d ij between locations i and j is calculated as air distance (known also by the term 'distance as the crow flies'). 3 We use data on geographical latitude and longitude of capital cities provided by the Environmental Systems Research Institute (ESRI) and then construct the (N × N ) × 1 spatial weighting vector w, where each element w ij denotes the inverse of distance between countries i and j, that is w ij = 1/d ij . The product of w × q v yields a (N × T ) × 1 vector z v containing the sum of the sizes of markets at some specific stage 3 Using geographical latitudes and longitudes of any two points on the surface of the earth we can calculate air-distance as the spherical angular difference ∆σ between them multiplied by the radius R of the earth. Let φi, λi; φj, λj be the geographical latitude and longitude of two points (a base 'standpoint' i and the destination 'forepoint' j), respectively, and ∆φ, ∆λ their differences. ∆σ, that is the angular difference, or central angle can be constituted from the spherical law of cosines: ∆σ = arccos (cos φi cos φj cos ∆λ + sin φi sin φj) v of the IDP, weighted by their distances to a specific location for N countries and T years. Each vector element z it (v) stands for

z it (v) = j =i q it (v) d ij = j =i s it (v)g it ij (1) 
The product can be approached as a measure proximity to markets at some specific stage of the IDP. In particular, it represents the sum of GDPs of countries at some specific stage v of the Chain as if all these markets were concentrated 1 km away from the capital city. Let z be the (N × T ) × 5 matrix containing the five vectors z v for all stages of the IDP.

The Model

The empirical strategy we adopt breaks the estimation of the model into four steps.

Each step corresponds to one transition in the IDP. For each estimation we use the part of the sample that is relevant to the corresponding transition, that is, only those countries classified in either of the two stages of the transition. For example, when we model the probability of transition from stage 1 to 2 we exclude all observations of countries classified in stages 3, 4, and 5; we create a binary dependent variable y that takes the value of zero at the initial stage (that is, stage 1 in our example) and the value of one at the stage-outcome of the transition (stage 2 in our example). We then test the probability that this transition occurs P (y it = 1) over a set of independent variables recharacteristics of the country i at time t, a set of spatial variables measuring proximity to markets at some specific stage of the IDP. We repeat the estimation for transitions 2-3, 3-4 and 4-5. These empirical models are used to formally examine 'what has changed' when a country moves from one stage to another. In our data set we observe N countries for T time periods. For the subsample relevant to each transition, at each observation we record whether transition has occurred or not (y it = 1 as opposed to y it = 0). Let y denote the (N × T ) × 1 vector containing these binary observations. Let x denote the (N × T ) × k matrix of observations on (k -1) co-variates potentially explaining y. Each included in x aims to capture the impact of a different factor motivating the IDP: GDP is used as a measure of the size of the market; imports and exports to test the trade-substituting motive for FDI predicted by the theory; trade volume measures the openness of the economy; the change in the exchange rate used to control for the structural correlation between FDI and imports/exports required for zero balance of payments; GDP per unit of labor force as a general measure of productivity of the labor force in the country. The host market size and the productivity of domestic firms are measures theoretically founded. The profitability of FDI relative to exports depends also on the productivity of foreign firms and transportation costs (correlated to the distance of markets in the rest of the world with respect to the domestic country).

Both these variables are indirectly captured by the measure of imports from the rest of the world. Moreover, since the remoteness of each country relative to the rest of the world is not a parameter changing over time, a part of its impact is captured by the fixed country effect. In this specification, we add z denoting the (N × T ) × 5 matrix of observations on 5 co-variates, one for each stage of the IDP and model the relationship between y, x and z using a unobserved effects logit equation

P (y it = 1 | x it , α i ) = exp (α i + x it γ + z it ρ) 1 + exp (α i + x it γ + z it ρ) , i = 1, ..., N, t = 1, ..., T (2) 
Table 5 presents the results for the marginal effects of each element of x and z on the probability of a country's transition to the next stage of the IDP, which is interpretable, as opposed to the ML estimators of γ and ρ which are not. Marginal Effects are calculated at values of x it and z it yielding P ≃ 0.5, and assuming that the idiosyncratic effect equals zero. We report results for both a fixed effects (FE) and a random effects (RE) specification. According to the Hausmann test, FE is preferable at the 1% level for transition 1-2 with a χ 2 statistic of 15.42 (which however is not extreme). The test yields a negative value of -12.15 for transition 2-3, confirming that the samples used for each estimation differ significantly (43 countries remaining in the sample for FE esas opposed to 132 for RE), in which case we cannot compare directly the two results. The FE specification could not appropriately fit the data for transitions 3-4 and 4-5 since convergence was not achieved during the ML estimation, probably due to a flat likelihood function. Estimates of γ and ρ in the last two transitions, are only reported for a RE specification. In all cases, we focus more on the RE results since they reflect an estimation over a significantly larger number of observations.

Results

The empirical predictions are unambiguous for transitions 1-2, albeit mixed for transition reflecting proximity to markets at stage 2 of the IDP is also consistent with our discussion on the impact of export-platform and vertical specialisation strategies. Nevertheless, the variable does not appear to be significant in our estimation. Lastly, proximity to countries at stage 1 of the process appears marginally significant in the FE estimation and insignicant in the RE. Predictions for factors motivating transition to stage 3 are in principle consistent with the spatial hypotheses. Results appear to support either or both the 'foreign market potential' effect and the 'spillovers effect': proximity to countries at 2) is equally supportive of the spatial hypotheses. The marginal effect of proximity to markets at stage 2 appears to be double the effect of proximity to countries at higher stages of the IDP, such as stage 4, which is in line with a strong 'foreign market potential' effect. As a general conclusion we can confirm that proximity to countries at higher stages up the IDP has a positive effect on transitions to any stage of the IDP.

The magnitude of that impact is generally increasing in the stage of the neighboring markets. It is also noteworthy that spatial lags appear in our results with significantly larger coefficients than other explanatory variables reflecting a country's own market characteristics. The results confirm the importance of a spatial consideration for the analysis of a country's integration in the global FDI network.

Concluding remarks

The purpose of this paper is to extend the empirical work on the investment development path to incorporate 'space'. The study contributes to an existing literature on the dynamic evolution of the roles of countries as hosts and parents of FDI, where the hypothesis of spatial interrelationships as a determinant of the process is absent. We revise the IDP using the standard international economics framework for the analysis of FDI, and then augment the hypothesis with spatial considerations. The main contribution of our paper lies in the empirical estimation of the importance of spatial determinants for the emergence of inward and outward FDI. Our results suggest that proximity to markets generating FDI increases the probability of a country becoming a host, while proximity to these countries and to countries receiving inward FDI increases the probability of receiving FDI. The results are consistent with a number of static spatial hypotheses that have appeared in the literature. More specifically, regarding the emergence of inward FDI in a country, they appear to confirm a 'domestic' as well as a 'neighboring market potential' effect to foreign investors. Empirical predictions for the emergence of outward FDI also appear to give support to a 'foreign market and a 'spillovers effect' from foreign investors. Although the literature on the IDP is already large, its study in the context of standard models used in international economics remains poor. Future research on the evolution of a country's roles as host and parent of FDI can therefore take many interesting directions. As a first step, the analysis of the IDP in a general equilibrium context could be used as a basis for the elaboration of alternative mechanisms explaining the process both from a single-country a spatial perspective.

  trade costs to bring the goods back home. Helpmann (1984), Braconier et al. (2005) and Hanson et al. (2005) all offer treatments of vertical FDI in formal theoretical and empirical models, while Markusen (2002) develops an integrated treatment of both horizontal and vertical investment in his 'knowledge-capital model of the multinational entreprise (MNE)'.
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 3 Transition to the final stages of the IDPAccording to the stylised version of the IDP, in stage 4 outward FDI stock continues to rise faster than does inward FDI and the country's 'net outward position' (that is, the difference between outward and inward stocks) becomes positive. The distinguishing feature of stage 4 is that outward FDI flows exceed inward flows in the domestic market. We assume that the same factors motivating the emergence could equally impact positively on the expansion of outward FDI. Transition from stage 3 to 4 can hence be explained within the same theoretical framework, by an even stronger productivity gain for domestic firms and an even stronger impact of neighboring countries on the probability of the emergence of outward FDI. The 4th stage, as well as the 5th and final stage, are typical of the few most developed countries. In this study we do not diversify hypotheses regarding transition to the 4th and transition to the 5th stage of the IDP. First, because any relevant hypothesis for the last stage of the IDP is very hard to assess empirically. Transition to the 5th stage has only been observed in very few economies of the world. Second, because idiosyncratic factors such as cultural barriers to the establishment of foreign firms, or the structure of production may well impede the balance between inward and outward FDI in the long-run, making that distinction irrelevant.

Figure 1 :

 1 Figure 1: Spain: Transition to stage 3 (1986), and to stage 4 (1997).
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 1 the IDPWith the exception of few countries, data on FDI flows are very volatile. It is often difficult to establish a long run upward or downward trend in the data. In order to this problem, we applied the Hodrick-Prescott filter[START_REF] Hodrick | Postwar U.S. Business Cycles: An Empirical Investigation[END_REF] to flows of inward and outward FDI, a method widely used by macroeconomists to obtain a smooth estimate of the trend component of a series. The inward and outward FDI series were plotted in separate curves for each country along with their long-run trends. The country's 'net outward position', that is, the difference between outward and inward stocks is the standard measure used in the literature to empirically identify the IDP (seeDunning, 1980[START_REF] Dunning | Explaining the international direct investment position of countries: towards a dynamic or developmental approach[END_REF][START_REF] Dunning | The Investment Development Cycle revisited[END_REF][START_REF] Dunning | Foreign Direct Investment and Governments[END_REF] Durán and Ubeda, 2005
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 3 It is hence interesting to distinguish between what is supported or not by the data.Predictions for transition 1-2 are consistent with the spatial hypotheses regarding the IDP. Proximity to markets at stage 3 and above appears to have a positive impact on the probability of the emergence of inward FDI stocks in a country. More specifically, a one billion US dollar increase in the GDP of neighboring countries at stage 3 of the IDP (concentrated at a distance of 1 km of the capital city) is predicted to increase the probability of the country's transition to stage 2 by 21% in the FE specification and 24% in the RE specification. The sign and size of the marginal effect of variable S[START_REF] Blomström | Firm Size and Foreign Operations of Multinationals[END_REF] 

Table 1 :

 1 Empirical predictions for the probability of transition from stage 1 to 2

	Hypotheses

Table 2 :

 2 Empirical predictions for the probability of transition from stage 2 to 3 Users/Alex/Documents/Sydney Uni PC files/Graphs Empirical paper/Spain sep".emf

	Hypotheses

Table 3 :

 3 Diagrams used for the identification of transitions in the IDP

	Transitions through stages	Diagrams used for identification
	1-2	Separate Curves (Inward Flow/GDP%)
	2-3	Separate Curves (Outward Flow/GDP%)
		Flows Ratio Curve (log Inw/Out flow)
	4-5	Flows Ratio Curve (log Inw/Out flow)

Table 4 :

 4 Criteria for the identification of transitions in the IDP

		Separate Curves (Flow/GDP%)	Flows Ratio Curve (log Inw/Out flow)
	through stages Slope of the trend Value at initial point Slope of the trend Value at initial point
		(1)	(2)	(3)	(4)
	1-2	positive (Inw)	above 0.5%	positive	above 2.5
		flat (Out)	0%-0.5%		
	2-3	positive (both)	above 0.5%	negative	0-2.5
	3-4	positive (both)	above 0.5%	negative	below 0
	4-5	positive (both)	above 0.5%	flat	0

Note: Columns (

2

) and (

Table 5 :

 5 Logit marginal effects on the probability of transitionMarginal Effects on the Probability of transition to the next stage assuming the idiosyncratic effect = 0 and calculated at values of x and z yielding P ≃ 0.5

	Transition through stages

Appendix

which will be the focus of our analysis. The sample for our analysis consists of 187 countries traced for 37 years; in total 6,919 units of observation. In 1,031 out of these observations, one (or both) values of inward or outward flows is missing from the data. In each of these cases, if there was consistent evidence from years close to the missing observations then the observations were classified by interpolation according to that evidence. Otherwise the observations were classified as 'inconclusive'. 546 of the total observations were excluded from the analysis because of political regimes noncompatible with investment activities, regardless of whether or not observations were missing. The remaining 6,373 observations are used in the empirical analysis undertaken.

4 http://stats.unctad.org/FDI 5 http://www.ers.usda.gov/Data/Macroeconomics/ According to the documentation attached 'The GDP series starts with the 2000 US dollar GDP series in the latest edition of the World Bank's World Development Indicators and is filled in using other data sources such as Oxford Economic Forecasting, Global Insight, Project Link, and the International Monetary Fund's International Financial Statistics. Conversion to dollars is based on a fixed 2000 exchange rate. Further gaps in all of the data series are filled in by a process of interpolation, extrapolation, or back estimation.' 6 Columbia Journalism Review http://backissues.cjrarchives.org/resources/inflater.asp 7 Robert Sahr (Robert.Sahr@orst.edu)