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investment. One of the most important of these changes is the
increasing trend in outward foreign direct investment (OFDI)
from developing countries and economies in transition. Many
studies indicate that enterprises in developing countries,
including small and medium-sized enterprises (SMEs),
participate in OFDI, but these institutions face a number of
challenges in the area of investment abroad. Evidence also
suggests that OFDI can play an important role in enhancing the
competitiveness and efficiency of developing country
institutions. It is noted that the theories of foreign direct
investment vary according to the diversity of angles to which
they are viewed. However, do these theories serve to explain
the motivations that multinational corporations from emerging
countries are currently required to invest abroad?

Abstract
The global economy is witnessing major changes and
developments in the field of foreign direct investment and its
motives and trends among developed countries and developing
countries, especially those emerging economies. On the other
hand, there are significant changes in the pattern of recent
economic blocs that have a significant impact on the future of
existing economic blocs and on the theories that explain and
justify the existence of these blocs and the gains and losses of
these blocs and the conditions for their realization. The
objective of this study is to analyze the most important recent
trends in FDI and its determinants and to provide a vision that
helps to understand and analyze these trends. This study also
examines the most important current developments in existing
economic blocs and their patterns, how the gains and losses of
member states can be recalculated, and the new patterns of
integration that can prevail in international economic relations.

On the other hand, the global economic blocs in recent years
have witnessed major developments in terms of their
objectives, the gains achieved and the conditions for their
realization. In light of the current international economic
changes and the experiences of some economic blocs and the
change in the pattern of international production, new variables
have emerged that impose themselves on the future of the
existing economic blocs and on the theories that explain and
justify the existence of these blocs and the gains and losses
achieved by these blocs and the conditions for their realization.
This requires new thinking and new theories that explain these
changes and recalculate gains and losses from existing

Keywords: FDI Motivations, Economic Blocs, Economic
Integration, BRICS Nations, Mega-Regional Blocs.
INTRODUCTION
The global economy is undergoing major changes in recent
years in terms of foreign investment movements and trends,
host countries, exporting countries and their determinants, and
the role of multinational corporations in directing foreign
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economic blocs and new patterns of integration that can prevail
in international economic relations.

The determinants and motives of FDI in Emerging
Countries

Therefore, the problem of the study can be formulated in the
following questions:

In recent years, foreign investment flows have been growing
rapidly, outpacing international trade flows. Notably, recent
years have witnessed an increase in the share of developing
countries, particularly Emerging Economies, in attracting more
foreign investment at the expense of developed countries as
well as an increase in the share of emerging economies as a
source of outward FDI flows and a change in the sectoral
distribution of FDI for the services sector at the expense of the
manufacturing sector. In this section, we will try to highlight
the most important recent trends in FDI and its determinants
and provide a vision that helps to understand and analyze these
trends.

Are traditional theories about the determinants of OFDI
adequately explaining the internationalization of companies
from emerging countries? Does the changing conditions of
space and time, the internal conditions of the host countries, the
characteristics and structures of production, the rate of
development and technological development in the countries
exporting the foreign investment change the motives and
determinants governing the movement of foreign investments?
Given the emergence of recent major regional blocs, how can
the gains and losses of the bloc's member states, which include
countries with large disparities in economic development and
disparities in their productive structures, be recalculated?

In recent years, FDI to emerging countries such as India, China,
Brazil, Russia, Taiwan and Hong Kong has been increasing at
the expense of developed countries. According to UNCTAD
data, the proportion of FDI inflows in emerging countries out
of total FDI inflows increased from 15.99% in 1990 to 36.17%
in 2016. The share of BRICs countries in global foreign
investment inflows increased from 2.26% in 1990 to 15.85% in
2016. In contrast, developed countries' share of global foreign
investment flows declined from 83.06% in 1990 to 59.11% in
2016, reflecting the recent trend of foreign direct investment
from developed countries to developing countries, particularly
emerging economies and the BRICs. (See Table 1)

The objective of this study is to analyze the most recent trends
in FDI and its determinants, and to provide a vision that helps
to understand and analyze these trends. In this study we will
also examine the most important current developments in the
existing economic blocs and the new patterns of blocs that have
emerged recently, and how to re-calculate the gains and losses
of member States in the bloc and the new patterns of integration
that could prevail in international economic relations.
The study is based on a comparative analytical approach that
highlights similarities and differences in the study of the
phenomenon in order to present a vision about the future of
international economic relations between developed countries
and emerging economies in light of the current changes in the
pattern and direction of foreign investments and the patterns of
new economic blocs.

On the other hand, outward FDI flows have seen a marked
change in recent years as developing countries, especially
emerging economies and the BRICs, have increased as a source
of outward FDI out of the global foreign investments at the
expense of developed countries. Table (1) shows that the
proportion of FDI from emerging economies increased from
5.29% in 1990 to 26.52% in 2016. In the BRICs countries, the
ratio increased from 0.61% in 1990 to 14.21% in 2016, whereas
the share of developed countries fell from 94.62% in 1990 to
71.87% in 2016, which confirms the shift in the map of outward
FDI, partly from developed countries to emerging economies.

Accordingly, the first part of this paper examines the main
determinants and motivations of foreign direct investment in
light of the current international changes. The second part deals
with the analysis of economic blocs and theories of integration
in the light of current developments. Finally, we present a
critical vision on the future of economic blocs in light of the
current situation.

Table 1: The ratio of inwards and outwards of FDI in several groups of countries to global FDI
Groups of Countries
Developed countries

Developing countries

Emerging economies

BRICs group

Direction

0991

0992

6110

6112

6101

6102

Inward

91.64

46.11

06.16

45.16

69.14

11.55

Outward

16.49

91.50

16.11

91.09

41.19

05.90

Inward

54.15

16.69

99.61

11.60

64.66

14.11

Outward

1.19

56.44

9.46

56.60

94.19

94.66

Inward

51.11

14.16

99.64

10.96

61.55

14.50

Outward

1.91

56.01

9.01

51.51

91.96

94.19

Inward

9.94

51.90

56.19

59.55

59.99

51.91

Outward

6.45

5.00

6.09

6.95

56.40

56.95

Source: These figures were calculated by the researchers relying on UNCTAD data on FDI flows available at:
http://unctadstat.unctad.org/wds/ReportFolders/reportFolders.aspx
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Previous theories (product lifecycle theory, market
imperfection theory, corporate internationalization theory,
location theory, organization theory, protection theory,
selective theory) have been used to explain the motives of
outward FDI to developed countries. It is noted that the theories
of outward FDI vary and diversify according to the diversity of
angles to which they are viewed. However, are these theories
suitable for interpreting the motives that multinational
companies from emerging countries are currently required to
invest abroad?

and medium-sized companies? This is another question that
should be examined.
Furthermore, institutional factors such as degree of political
liberalization, transparency, government incentives, degree of
financial and administrative corruption, and exchange rate
regimes in developing countries exporting foreign investment
are likely to be important determinants of local SMEs to
internationalize their activities in search of a better climate
(pushing factors), compared with major corporations, which
may be motivated by the attraction factors of the host countries.

Recent studies on the determinants of outward FDI in emerging
countries suggest that traditional theories do not adequately
explain the internationalization of firms from emerging
economies. In a study by Bruhn et al. (2016), which aimed to
explain why some companies in developing countries invest
abroad, their findings indicated that prevailing FDI theories are
appropriate for developed economies. However, some
important theoretical adjustments and improvements to these
theories are required to better interpret the internationalization
strategies of multinational corporations from developing
economies. Banik and Das (2014) also noted that the
interpretation of cross-border investment in developing
countries involves a complex interaction of several factors as
well as company and industry factors, including countryspecific factors and the institutional and political environment.
Buckley et al. (2010) shows that flexibility and the ability to
work with limited resources or the ability to establish
cooperative networks and the capacity acquired by firms to deal
with the conditions of the country of origin enable them to
benefit from a competitive advantage in similar markets
abroad. The study also suggests that the institutional factors of
investment-exporting countries are also important determinants
of FDI flows in any country, but it must be borne in mind that
these institutional factors are dynamic and change over time. In
another study, Buckley et al. (2007) noted that multinational
companies from emerging countries have developed some
specific advantages that allow them to operate better than local
firms in certain specific activities in international markets.
Some studies also focus on the influence of institutional factors
of the country of origin such as political liberalization (Goh and
Wong, 2011), government changes (Kalutay and Sulstanova,
2010), political transparency (Salehizadeh, 2007) and
government incentives (Wang et al., 2012).

Several theories on FDI have pointed to the various
determinants that attract foreign investment, which have been
concentrated in some traditional determinants such as
comparative advantage of countries, market size, cost of assets
and inputs, infrastructure, degree of competition, protectionist
measures, economic policies and regulations in host countries,
and geographical location. Other theories have focused on
environmental variables where some studies indicate that
foreign investments direct to countries that are less committed
to the application of environmental standards (Pollution haven
hypothesis) (Touny and Shusha, 2015).
Government policies, administrative corruption, bureaucracy
and political stability have also been of interest to some
researchers as determinants of FDI inflows. In theory, there
were two views of the impact of administrative and financial
corruption on attracting foreign investment. The first view is
that administrative and financial corruption might be retardant
to foreign investment (Grabbing hand hypothesis), where
corruption represents an additional cost to the investor, which
reduces the expected rate of return on investment. (Wei, 2000;
Svensson and Fisman, 2000; Quazi 2014; Qian and SandovalHernandez, 2016). The other view is that administrative and
financial corruption could be a factor in attracting foreign
investment (Helping hand hypothesis), especially for
companies whose cost of time and delays may be much higher
than the cost of corruption. (Bardhan, 1997; Egger and Winner,
2005; Subasat and Bellos, 2013; Touny, 2014; Lucke and
Eichler, 2016).
On the other hand, corruption can have an impact on foreign
investment through the interactive effect of corruption and
political stability, where the variable of political stability can
have a moderating role in changing the impact of corruption on
foreign investment flows. Touny (2016) noted that the
corruption index has a positive impact on foreign investment in
developing countries with a high degree of political stability
(Grabbing hand hypothesis), while the impact of corruption in
attracting foreign investment is negative in countries
experiencing political instability. It is also likely that the impact
of corruption on foreign investment depends on the powers
granted to those administering the foreign investment portfolio
in the host countries. For example, the corruption of small staff
who are clearing the procedures for approving such
investments may be limited in cost, especially for companies
that value the time in terminating these actions quickly, then
such a type of corruption may have a positive impact on foreign
investment. The corruption of senior officials however may be
relatively high cost, which may push the foreign investor to

It is therefore possible to say that the changing conditions of
place, time, internal conditions of the host countries, the
characteristics and structures of production and the rate of
development and technological development in the countries
exporting foreign investment lead to a change in the motives
and determinants governing the movement of foreign
investments. Therefore, it is likely that multinational
corporations in emerging countries may have different
characteristics and motivations than those in developed
countries. This requires further studies, which test whether
traditional theories that explain the motivations of FDI from
developed countries are also consistent with the motives of
those companies in developing countries, or whether new
theories or changes in existing theories are needed. Are these
motives different among large companies and between small
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switch to another destination and thus have a negative impact
on foreign investment.

would therefore have negative effects on production and thus
the economic welfare of member states.

In light of globalization and international competition to attract
foreign direct investment, there is a search for new
determinants of attracting foreign investment. One of these
determinants is the relaxation of labor standards (such as the
right to collective bargaining for workers) to attract
multinational corporations, as foreign investment tends to go to
those countries to reduce labor costs. This is known as the
hypothesis of racing to the bottom as host countries are racing
to reduce employment standards (Olney, 2013; Davies and
Vadlamannati, 2013). The theoretical and applied studies on
this hypothesis are still limited and need further research and
study. Is it likely that this hypothesis would attract foreign
investment without discrimination or would it depend on the
quality of foreign investment? Are host countries' policies in
relation to labor protection standards depend on the criteria of
other competing host countries which may result in racing
among them in reducing employment standards? In this context
it is likely that the effect of the relaxation of employment
standards will depend on the type of foreign investment.
Vertical foreign investment, which is primarily concerned with
elements that contribute to reducing the cost of production, is
likely to be more responsive, while horizontal foreign
investment which is associated with a particular place (aimed
at reaching consumers in a given location) may not respond to
such employment procedures (Touny and Shusha, 2014). This
may contribute to explaining the recent inflow of foreign
investment into developing countries at the expense of
developed countries, which maintain relatively high standards
for labor protection compared to developing countries.

Therefore, it is clear that there are positive effects and negative
effects on the establishment of customs unions. The ultimate
impact on economic well-being depends on the net effect of
both trade creation and trade diversion. In order to maximize
the positive impact of the economic blocs on the level of
economic welfare, these theories have developed some
conditions, including geographical convergence and
homogeneous, symmetrical and integrable production
structures in these countries, that is the production structures in
member states are competitive so that the customs union leads
to maximize the return of the creation of trade, with the
coordination of the legislation on economic policies to achieve
the greatest possible harmony between the economies of
integrated countries.
Another generation of economists interested in regional
economic integration, such as Cooper and Massell (1965) and
Johnson (1965), raised the question of why the state would
accept a reduction or elimination of tariffs on its trade with
member states while at the same time giving up Import from
more efficient states outside the union? They provided an
explanation for the motivation behind the formation of the
Customs Union in providing protection for less productive
sources by providing protection for sensitive products that are
unable to withstand in international competition, and this may
be at the expense of converting trade from more efficient
countries to less efficient ones. Frankel et al. (1995), Krugman
(1991), and Touny (2011) point out that the impact of trade
diversion of most regional economic blocs in their current
forms is dominated on the impact of trade creation, especially
under the assumption of lower international transport costs,
resulting in a net loss of economic welfare.

Recent Economic Blocs among Emerging Countries

In light of the current international economic changes and the
experiences of some economic blocs and the change in the
pattern of international production, new variables have
emerged that impose themselves on the future of the existing
economic blocs and on the theories that explain and justify the
existence of these blocs and the gains and losses achieved by
these blocs. This requires new thought and new theories that
explain these changes and recalculate gains and losses from
existing economic blocs and new patterns of integration that
can prevail in international economic relations.

The idea of economic blocs and economic integration is based
on a set of theories that illustrate the gains from the integration
process and the conditions for achieving these gains. The most
important of these theories is the writings of Balasa (1965),
Viner (1950), Meade (1955), Lipsey (1960) and others, whose
main concern was to highlight the main effects of customs
unions on the economies of member states in the region. The
Custom Union Theory, or the so-called Viner Law, explains the
effect of these unions on the economic well-being of member
states in the emergence of two contradictory forces that entail
the establishment of a customs union: the trade creation, the
trade diversion.

The BRICs Group which includes five countries (Brazil,
Russia, India, China and South Africa) with the fastest global
economic growth is one of the emerging economic blocs and
represent a new model of economic cooperation that is
expected to bring about a major change in the future of
international economic relations. The BRICs group aims to
create a balance of international economic relations, end
unipolar policy of US dominance of global financial policies,
create an effective and real alternative to the International
Monetary Fund and the World Bank, and achieve an effective
mechanism of contribution among the five countries at a time
of economic crisis rather than resorting to Western institutions
(Lesame, 2014). But there are major challenges facing the
BRICS Group, which is the difference in the economic policies
of the countries participating in the group, as well as the cultural

The trade creation indicates to increased intra-trade between
the member states of the Customs Union as a result of the
removal of all customs and non-tariff barriers and obstacles to
the movement of trade and the exchange of goods between
them. This means increasing the volume of production and
reducing its cost by converting sources of production of goods
and services from high-cost and low-efficiency to other sources
of low cost and high efficiency. On the other hand, trade
diversion refers to converting trade from non-member states of
the union with more efficiency low cost to countries within the
union with lower efficiency and higher cost as a result of the
imposition by member states of a single customs tariff against
imports from countries outside the union. Trade diversion
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and historical disparities and fiscal policies of each country,
and the interplay of several economic systems of varying sizes
and currency rates in one economic system (Shah and Ali,
2016; Thompson and de Wet, 2017).

of the countries of the group rather than focusing on one state
of them, which leads to a fair distribution of the fruits of
integration.
Add to that, the demographic, economic and political
characteristics of BRICs countries are clearly different. This is
contrary to what some theories of integration require
homogeneity of productive structures among the bloc countries
to maximize the return on integration, especially with regard to
the impact of trade creation and focusing the benefits of the
most efficient countries in producing the commodity.

In contrast to the BRICs group, a new pattern of economic blocs
led by developed countries has emerged in recent years in the
so-called Mega-Regional Blocs, one of the features of the
current global economic system. The process of developing the
new rules governing this type of integration is still obscure and
is determined by large multinational corporations to their
advantage, where economic and political power is concentrated
in the hands of giants. This new pattern of integration focuses
on the removal of non-tariff barriers, particularly those related
to investment, employment, e-commerce, and environmental
and public health standards, which were not included in the
multilateral negotiations under the WTO. These new blocs will
also remove the distortions caused by multiple free trade
agreements among members (such as different rules of origin).
With such a large economic bloc, economies of scale can be
achieved and technological innovation stimulated, and it is
particularly important for global supply chains (Jovanović,
2016; Narayanan et al., 2016). The agreement between the
United States and the European Union, Transatlantic Trade and
Investment Partnership (TTIP), which aims to establish new
terms and conditions for trade, investment and conflict
resolution for future generations is an example of this type of
mega regional blocs. Another example of mega regional blocs
is the Trans-Pacific Partnership (TPP) signed on February 4,
2016, after seven years of negotiations. The bloc includes
Australia, Canada, Japan, Mexico, the United States and seven
other countries. It has 800 million consumers and owns 40% of
the world's GDP, and 30% of world trade in goods and
services. This type of blocs includes countries with different
economic structures and different levels of development and
non-contiguous, contrary to what is common in the other
regional blocs. Transport costs between members of mega
regional blocs are considered to be an important and significant
component, which may represent one of the challenges and
obstacles of integration despite the expected opportunities
(Jovanović, 9654).

Therefore, the BRICs group forms part of the rebalancing, a
trend in which the center of gravity gradually and partially
shifts from the Euro-Atlantic to the Asia-Pacific and from the
North to the South. This indicates to a contraction of the role of
international economic institutions such as the International
Monetary Fund and the World Bank Whose future role is
expected to decline and a change in the new world system with
the expansion of BRICs group. It is expected that foreign
investments and trade among South countries will increase as a
result BRICs group that will change the map of world foreign
investment. Studies on BRICs group and factors leading to the
inflow of foreign investment into this group are still limited and
require further theoretical and applied studies.
On the other hand, the mega-regional blocs led by developed
countries such as the United States, the European Union and
Japan represent a move in response to the intensification of
geo-economic power of the North countries against the
emerging economies, Which may point to a more divided world
in the future and multiple economic polarization (Venhaus,
2013). This new situation requires further theoretical studies,
which illustrate the reactions that may arise between these
economic poles and their impact on international economic
relations and the transformation of power centers and economic
gains or losses that may arise as a result of the struggle of these
economic poles. Furthermore, the future role of the
international monetary institutions and the World Trade
Organization is expected to be limited, which entails the
development of new theoretical frameworks that attempt to
explain the changing power centers and the future role of these
institutions in international economic relations.
Analysts expect that this type of integration will lead to the
liberalization of a large part of world trade, especially with
respect to non-tariff barriers. For example, Transatlantic Trade
and Investment Partnership (TTIP) is expected to lead to the
liberalization of about a third of world trade and to the creation
of new jobs (Plummer, 2016). It is therefore necessary to
reconsider how the gains and losses are calculated and how
they are shared among the different parties in light of these new
blocs, especially in light of the reduced opportunities for trade
creation as a result of successive reductions in tariff barriers
resulting from the multilateral negotiations under the WTO. In
calculating the gains and losses and the impact on the economic
well-being of member states, we should take into account the
dominance of large multinational corporations in this type of
integration, which seek to maximize returns according to their
interests. It is also necessary to bear in mind the extent to which
this pattern of integration affects the pattern of income
distribution within member states and thus their impact on the

The future of Economic Blocs in Emerging Countries
The BRICs countries account for about 30% of the World land,
comprise 40% of the world's population, account for about 24%
of world GDP and 17% of world trade and attracts half of global
foreign investment (Lund, 2013). Therefore, it is expected to
have a significant impact on global economic power centers in
developed countries and on foreign investment flows. This bloc
is different from the existing blocs as it does not focus primarily
on the liberalization of intra-member trade, but focuses mainly
on issues of joint investment, attracting foreign investment and
the existence of its own monetary institutions that help member
countries overcome the economic crises they face. It is worth
noting that the BRICs industrialization initiatives are
integrative and not competitive. This may be useful for some
sectors, such as the automotive sector as some countries
specialize in some of their components, while others specialize
in other components and hence create job opportunities in most
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level of economic well-being. Wealth is expected to be
concentrated in the hands of capitalists, which may negatively
affect small countries in the bloc. The differential effects on
foreign investment flows are also expected to be more
profound, which requires considering these effects when
measuring the benefits of such blocs, as the decline in the wellbeing of trade diversion may partially or fully offset the
positive effects of increased opportunities of investment within
the bloc. Moreover, theories of economic integration must be
developed to take into account the change in comparative
advantage over time and its impact on the benefits of
integration by measuring the long-term dynamic effects of
integration.

losses resulting from the formation of such blocs especially on
non-bloc countries.

CONCLUSION
The recent period has witnessed an increase in the share of
developing countries in attracting more foreign investment at
the expense of developed countries as well as increasing the
share of emerging economies as a source of outward FDI flows.
The traditional theories of the determinants of foreign
investment do not adequately explain the internationalization
of corporations from emerging economies where the changing
conditions of place and time, the internal conditions of host
countries, the characteristics and structures of production and
the rate of development and technological development in
countries exporting foreign investment change the motives and
determinants of investment movement Foreign.

These mega-regional blocs and their removal of non-tariff
barriers - especially those related to investment, employment,
e-commerce, environmental and public health standards - will
bring about changes in production structures in member
countries and changes in the returns of factors of production
that should be taken into account when evaluating changes in
well-being , and not only limited to trade creation and trade
diversion. It is expected that the gains of major countries with
stable production structures will focus on returns from the
efficiency of removing barriers to existing economic activities
and investment flows and increasing output and savings
(dynamic gains). For small countries with unstable production
structures, gains are expected to focus on static gains by taking
advantage of economies of scale and market expansion.

In light of the current international economic changes and the
experiences of some economic blocs and the change in the
pattern of international production, new variables have
emerged that impose themselves on the future of the existing
economic blocs and on the theories that explain and justify the
existence of these blocs and the gains and losses achieved by
these blocs which requires new thinking and new theories that
explain these changes and recalculate gains and losses from
existing economic blocs and new patterns of integration. This
requires the development of new theories and concepts that
reflect the new patterns of international trade and the conditions
for maximizing benefits among member states, which focuses
mainly on the difference and integration of productive
structures among member states and not the homogeneity and
similarity of productive structures as exists in the current
economic blocs and theories of integration.

Regarding the agreement between the United States and the
European Union (TTIP), there are clear differences on how the
rules of origin are calculated in regional arrangements, since
the United States relies on bilateral agreements with states to
calculate the maximum value added in respect of rules of
origin. In the European Union, however, rules of origin are
calculated based on local and imported raw materials used in
production. In this context, we should note that the
standardization of rules of origin and reliance on cumulative
rules of origin between member states in mega-regional blocs
will result in lower costs and greater options for companies
with regard to inputs used in the production process and thus
benefit from the low tariff on these inputs within the bloc,
which leads to maximize the economic return achieved by this
bloc (Estevadeordal and Talvi, 2016). It is therefore expected
that the unification of the rules of origin and using the diagonal
accumulation of rules when calculating the economic wellbeing within the bloc will have positive effects on the economic
well-being through the increase in the volume of investment
and trade and the creation of more jobs.

In light of these international changes further theoretical and
applied studies are required to determine how the benefits are
distributed between members of the integration, which includes
countries with large disparities in the degrees of economic
development and production structures, and the theoretical
prerequisites for achieving the static and dynamic gains of this
type of integration, and how to calculate the impact on
economic well-being, the pattern of income distribution among
member states, and how negative and positive indirect effects
can be exerted on non-bloc members.
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