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ABSTRACT 

 

 The ICT sector has been recognized as a major driving force of foreign direct investment in 

the global economy. Past studies have demonstrated the merit of ICT infrastructures and 

governance in attracting foreign direct investment inflows. The emergence of forced localization 

policies targeting the ICT sectors prompted me to conduct this study to investigate its impact on 

FDI. I compiled two econometric model with relevant data to study the relationship between 

forced localization policy and foreign direct investment. 

Through quantitative analysis of the datasets, I find that forced localization policy in the ICT 

sector discourages foreign direct investment severely. Meanwhile, I found an inconsistent but 

significant impact of ICT infrastructure on foreign direct investment inflow. However, the 

analysis does not find a significant effect of quality of local governance on foreign direct 

investment inflow. My findings suggest that forced localization policy in the ICT sector heavily 

disrupt the current global investment regime and recommend government to engage in 

meaningful dialogue to address relevant issues in lieu of adapting such policy. 

 

 

 

 



 

iv 

 

ACKNOWLEDGEMENT 

Immeasurable appreciation and deepest gratitude for the help and support are extended to the 

following persons who in one way or another in making this study possible. 

 

Mr. Andrew S. Wise, my thesis advisor, for guiding me through this painful yet rewarding 

journey and always being patient with me. 

Miss. Mengxi Song, my beloved friend, for being an irreplaceable and inspiring part of my life 

in the years we spent together. 

Mr. William B. Plummer and Mr. Donald J. Morrissey, my bosses and mentors, for opening 

this dazzling world of global ICT industry in front of my eyes. 

And finally, Mrs. Yun Xiao, my dear mom, for being an eternal role model of mine, on earth 

and in heaven. 

 

 

 

Many thanks, 

Zhengyuan Bo 



 

v 

 

 TABLE OF CONTENT 

 

 

Introduction ......................................................................................................................  1 

 

Background ......................................................................................................................  4 

 

Literature Review...........................................................................................................  11 

 

Data and Econometric Model ........................................................................................  16 

 

Result and Interpretation ................................................................................................  25 

 

Conclusion and Discussion ............................................................................................  30 

 

Appendix 1: Share of ICT as Total % of Country's Export ...........................................  35 

 

Appendix 2: The State of Forced Localization Policy by Country ................................  36 

 

Bibliography ..................................................................................................................  37 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

vi 

 

 

TABLE OF TABLES AND FIGURES 

 

Figure 1: Relationship between FDI and Government Regulation Intensity .................  13 

 

Figure 2: FDI Inflow in Countries with Forced Localization Policy .............................  19 

 

Table 1: Variable Descriptive Statistics .........................................................................  19 

 

Table 2: Econometric Specification ...............................................................................  23 

 

Table 3: Basic Model Estimation ...................................................................................  24 

 

Table 4: Governance Model Estimation ........................................................................  27 

 

 

 



 

1 

 

INTRODUCTION 

This paper seeks to explore the impact of restrictive government regulations on foreign 

direct investment inflows. My Hypothesis is that countries that enact a forced localization policy 

in the ICT sector curb the inward foreign direct investment flow. While the overall foreign direct 

investment activities increased globally in recent years with the continue globalization of the 

value chain and technology advancement, the emergence of restrictive government policies 

toward foreign investors in the ICT industry recentralizes the importance of a hosting market’s 

government. As information infrastructure now playing a progressively more critical role in 

enabling countries’ participation in the global marketplace, the international supply-chain, with 

the proliferation of effective international business management, allows global businesses to 

reduce production cost while expanding their market base. However, such proliferation of 

international investment and the integration of the international supply chain have presented new 

challenges to the security community given the criticality and sensitivity of some of the products 

and services.  

In recent years, rising amounts of cyber-attacks and espionage have triggered wide public 

attention on and regulatory behaviors toward the global ICT industry. Government’s ability to 

enable the domestic market to participate in the global value chain while prescribing accountable 

policy and regulation to minimize the security vulnerability is about to become an issue of 

strategic competition in the near future. Countries such as China, India, Russia, and the Republic 

of Korea have all passed restrictive policies that limit or even prevent foreign entities investment 

on sensitive industries, completely or partially. Newly emerged restrictive policies often require 

investors to localize data storage within the jurisdiction of hosting countries, to mandate 
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corporations to intentionally create system backdoors for the hosting government’s access, and to 

force researchers to turn over source codes to local authorities. These policies have been 

criticized by foreign stakeholders as paths to a rigged playfield that only benefits domestic firms 

and companies. 

Given the global nature of the ICT industry and the sizeable share of multi-industry, 

cross-border investments involved among hegemonic markets, government regulation in relevant 

markets carries significant influence on companies financially, as well as strategically. It is the 

very primitive instinct of international investors to invest in locations that offer the most 

competitive and inviting business environments. For example, along their value chains, nearly 

every major global technology company has overseas datacenters that store massive global data 

collected from customers all over the world. Meanwhile, global ICT companies rely centrally on 

global supply chain to diversify the production process and eventually optimize the allocation of 

resources. Elements of products are manufactured across borders to optimize the utilization of 

local comparative advantage. Therefore, the increasing restrictiveness of ICT-related regulations 

discourage the inflow of foreign direct investments and disrupt the global market, eventually 

resulting in economic losses for all affected countries, because market restrictiveness alone 

dissuades the propensity of foreign investments in this connected world.  

In this thesis paper, I compile a database from the United Nation United Nations 

Conference on Trade and Development and other international data to investigate the 

econometric relationship between forced localization policy in the ICT Industry and the overall 

inward foreign direct investment flow to selected countries in a 13-year time span. Further, I 

investigate whether infrastructure and governance quality still are valid representations of 
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countries’ attractiveness toward foreign investors. In Section 2, I lay out the theoretical 

background for the effect of foreign direct investment inflow into the ICT industry and give a 

historical account of the development of forced localization regulation among countries. In 

Section 3, I describe the empirical model I will use to capture the effect of these regulations and 

specify the statistical variables I will use to represent the factors. In Section 4, I operationalize 

the statistical models and state my hypothesis. In Section 5, I will depict the statistical results 

generated in detail and interpret them with respect to my hypothesis. In Section 6, I will presents 

my conclusions, discusses the methodological limitation of this studies, and further comments on 

the policy implications. 
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BACKGROUND  

The greater connectivity of ICT has largely unified the world economy and offered 

dynamic growth in trade and investment, including foreign direct investment. Technology 

companies today acquire operable foreign assets across the globe, infusing an enormous amount 

of capital to both industrialized and emerging markets while committing sizeable revenues to 

the research and development (R&D) of new technology products and services. This section 

provides background on the economic significance of the global ICT sector and the current state 

of forced localization policy.  

The information and communication technology (ICT) sector is a key component of 

today’s global economy. According to the OECD definition, the ICT sector covers the 

manufacture of electronic components, computer and peripheral equipment, communication 

equipment, consumer electronics and magnetic and optical media; and ICT services activities 

cover software publishing, telecommunications, computer programming and consultancy, data 

services and web portals, as well as the repair of computers and communication equipment. 

The Foreign Direct Investment Regime 

FDI has been frequently cited as the evolving form of participation in cross border 

economic investment. In the past decade, industries, and regime types have generated enormous 

amount of economic value. The total global FDI inflows amounted $1.23 trillion, and the 

United Nation also forecasted an upturn in FDI flows to $1.4 trillion in 2015 and beyond. The 

discussion on the determining factors of FDI has continued for decades. Naturally, foreign 

business flows to countries where consumption is booming and locates production elements in 

countries with lower labor or material cost, eventually optimizing profit margins.  
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In recent years, studies have also singled out the robustness of the local ICT sector, 

especially the quality of ICT related infrastructure, as a new gravity center attracting global 

cross-border direct investment. Market statistics showed that investment in the ICT sector 

consistently ranked among the top five in international capital investment, while the software 

and other IT services industry are the largest creator of new projects.  

Theoretically, the global ICT expansion is perceived promoting foreign direct 

investment flows in two ways. First, the technological advancement of the ICT industry allows 

companies better integration and utilization of their global supply chain. Companies can now 

place production process around the globe to lower product cost because ICT technology 

enables them to distantly manage operations and communication. Technological developments 

such as sophisticated data analysis and cloud storage enable company to centralize inventory 

and reduce labor cost dramatically. In addition, traditional industries like shipping, construction, 

manufacturing, and retail can benefit from the development of the ICT sector. The boosted 

computing ability and new consumer venues of E-Commerce create better, more manageable, 

and smarter business process. Therefore, companies are economically motivated to seek new 

markets or operation stations to maximize economic returns. In the process, it creates jobs, 

brings in investments, and leads R&D efforts. Second, the continuing rapid innovation and 

proliferation of ICT products and services directly reach to consumers and clients and generate 

new markets. For instance, numerous new commercial products are expected to launch in the 

next decade or so, including commercial drone usage and automated vehicle. Consequentially, 

as a part of their product/service rollout process, companies invest and operate in desired 

markets to win over consumers. 
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The emergence of FDI as an erupting force for growth highlights the importance of 

consistent governance. Governments invariably play a critical role in promoting or restricting 

FDI. Developed industrial countries are increasingly institutionalizing agency functions to fast-

track FDI support. For instance, in the United States, the trade promotion agency, SelectUSA, 

was created under the Department of Commerce by an Executive Order at the federal level to 

promote the United States as the world’s premium business location and to provide easy access 

to federal-level programs and services related to business investment. (SelectUSA, 2015)   

State of the Forced Data Localization Policy Barrier  

In 2014, more than 80 percent of investment policy measures aimed to improve entry 

conditions and reduce restrictions. A focus was investment facilitation and sector-specific 

liberalization (e.g., in infrastructure and services). New investment restrictions related mostly to 

national security concerns and strategic industries. Yet this free market is diminishing, especially 

as the ICT sector deepens its integration with national security matters. 

Localization barriers to ICT trade constitute a distinct and rapidly growing batch of trade 

barriers that seek to impose location-specific conditions on global production, procurement, 

investment, and data flows. Forced localization policies affects innovation by denying 

entrepreneurs the ability to build or expand global services based abroad and are criticized as 

designed to capture foreign direct investment while providing preferential treatment to domestic 

champions at the expense of foreign competitors. The matter becomes immediately politicized in 

the post-Snowden era and as it is related by the hosting countries to the protection of privacy and 

cyber-security (Hill, 2014). The following paragraphs gives a brief account of currently enacted 

forced localization measures by countries. 
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China 

China is among the most restrictive in terms of openness to foreign direct investment and it 

place even harsher rules on the ICT industry. The Chinese government prescribed seven 

“strategic emerging industries” (SEIs), which includes “Next Generation Information 

Technology” and “High-End Equipment Manufacturing” industries (USCBC, 2013). President 

Xi Jinping and his cabinet have consistently exerted pressure on foreign ICT investors by 

limiting their business scope. In 2013, the Chinese government issued “the Information Security 

Technology Guidelines for Personal Information Protection within Public and Commercial 

Services Information Systems” (the Guidelines), which took effect on February 1, 2013. The 

“Guidelines” prohibits the transfer of personal data abroad without expressive consent of the data 

subject or explicit regulatory approval. The Chinese Banking Regulatory Commission also 

issued regulation in 2014 completely to suspend SOE banks procurement in financial 

information infrastructure from foreign companies. Following the fierce response from banks 

and international trade associations, the regulation is currently under reconsideration. 

 In June 2015, the NPC passed the National Security Law of China preventing foreign 

investment in its twenty nine critical infrastructure sectors, including telecom infrastructure. The 

new law aims to establish a comprehensive system of supervision on foreign investment related 

to key technology and the ICT industry and infrastructure, essentially blocking foreign 

companies’ investment in various sectors. 

South Korea 

South Korea’s Personal Information Protection Act (PIPA) and the sector-specific Act on 

Promotion of Information and Communication Network Utilisation and Information Protection 
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(“IT Network Act”) was made effective in 2011 by the Korean government. Both legal pieces 

mandated data processors to appoint a specific officer in charge and to obtain government 

permission before collecting or processing or transferring personal data oversea. With respect to 

the financial service industry, the rules prohibited any sharing and processing of data with third 

parties abroad.  

India 

India has imposed significant localization requirements on foreign ICT companies in the 

country. In 2011, the Indian Ministry of Communications and Technology implemented 

provisions of “the 2000 Information Technology Act”, introducing a stricter procurement 

requirement that only allows for sensitive personal data to be transferred abroad when 

“necessary” or when the individual’s consent has been obtained. The India government later 

emphasized that the rules do not apply to Indian based outsourcing businesses. The provision 

mandated data transfer abroad may be allowed only if it is “necessary” for the performance of 

the provider of information or where such person has consented to data transfer. Whereas the law 

left plenty ambiguity in the word “necessary” and the Indian government maintained full 

arbitrary authority. 

Indonesia 

In 2012, the Indonesian government required ICT service providers that were providing 

“public services” to place their data centers within the country. “Regulation 82” on the 

“Operation of Electronic System and Transaction Operation" mandated electronic system 

operators to place their data centers and disaster recovery centers in Indonesian territory for the 

purpose of law enforcement, protection, and enforcement of national sovereignty on the data of 
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citizens. A later draft of the registration procedure and data center guidance further expanded the 

definition of “public service electronic systems by the private business sector” to essentially 

include any institution that provides information technology based services in Indonesia. 

Russia 

In April 2014, Russia’s State Duma approved a draft law that would require Internet 

companies such as Google to locate servers handling Russian traffic inside the country and store 

user data locally for six months after the data is created. Following the NSA revelations in the 

summer of 2013, Sergei Zheleznyak, a deputy speaker of the lower house of the Russian 

parliament and a member of the Committee on Information Policy and Information Technology 

and Communications called on Russia to strengthen its “digital sovereignty” through “legislation 

requiring e-mail and social networking companies to retain the data of Russian clients on servers 

inside the country, where they would be subject to domestic law enforcement search warrants. 

Although the Russia Ministry of Commerce did not explicitly preclude data flowing outside the 

country, it drafted an order forcing telecommunications and Internet providers to install 

equipment allowing data collection and retention on their servers for a minimum of twelve hours 

in 2013. By requiring Russian Internet service providers to save data locally, it serves as a data 

localization requirement, not preventing data from leaving, but at least requiring a copy to be 

stored locally. 

Vietnam 

The Decree 72 issued by Vietnam’s government in 2013 lays out national regulation on the 

management and use of Internet Service and Online Content. Although the “Decree” is primarily 

perceived as a restriction on freedom of expression, provisions do require Internet Service 
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Providers to obtain a license and to register with the Ministry of Information and 

Communications before providing online services. In addition, it requires “all organizations 

establishing ‘general websites’, social networks and companies providing services across mobile 

networks are required to establish at least one server inside the country containing the entire 

history of ‘information posting activities on general information websites’.” 

Canada 

Two Canadian provinces have passed forced localization legislations targeting at the ICT 

industry specifically. British Columbia and Nova Scotia have implemented laws mandating that 

personal information in public bodies to be stored and accessed only in Canada. These laws also 

prevent government bodies from in those provinces from procurement of foreign digital product 

and services from companies that stored data outside of Canada, effectively constitutes a local 

data storage prerequisite to preclude foreign ICT companies from offering cross-border digital 

transfers. 
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LITERATURE REVIEW 

Recent studies have also included more policy related variable such as numbers of free 

trade agreements, hosting country-business transaction costs, and the infrastructure of the hosting 

country as determinants of FDI inflow (Blonigen, 2014). Economists also pointed to less direct 

factors such as natural resource endowment, geographic proximity, openness of the economy, 

and rule of laws as factors influencing ICT inflows. Yet given the novelty status of forced data 

localization policy as a major investment barrier of FDI in ICT, few attempts have been made to 

account for the relationship between forced data localization policy and FDI. Through the 

following review of literature on the impact of ICT industry on FDI, as well as the studied 

economic implication of forced localization policies, I point to the potential linkage between 

restrictive government policy on the ICT industry and the discouragement of foreign direct 

investment (FDI), which will be examined empirically later in this paper. 

Many studies investigated the causal relationships between FDI inflows and the quality of 

information infrastructure. For example, Reynolds et al. (2003) examination the relationship 

between FDI flows and the level of telecommunications infrastructure present in host countries 

and discovered a significant relationship between GDP, openness, privatization of the 

telecommunications sector, the level of telecommunication infrastructure and the level of FDI. 

Similarly, Lydon (2005) showed that average FDI inflows into developing countries are greater 

in countries that have better telecommunications networks. Bakar (2012) indicated that 

infrastructure has a significant and positive effect on FDI inflows to Malaysia using an OLS 

regression analysis. 
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Lin (2008) examined the relationship between international investment regime and 

telecommunication sector in the developing countries. He found that as telecommunications 

industry’s impact covered more industrial sectors, such as manufacturing, entertainment, and 

communication, it became a facilitator of trade in other products and services. Hence successful 

investment in the telecommunication sector fuels dynamics to both domestic economy growth as 

well as attracting new FDIs with the enhanced infrastructure (Lin, 2008). Frequently, the 

robustness of ICT industry is used as a proxy for the overall quality of infrastructure, which 

together with other determinants of FDI such as market size, trade openness, and human capital 

is used to analyze their effects on FDI inflows.  

Scholars have already begun to study the sophisticated linkage of FDI in the ICT industry 

and government regulation. For instance, Guan (2014) described the relationship between FDI 

inflow in China’s Telecom Sector and government action with a Bell-shape curve: At the 

beginning, as government regulation grows, foreign investment would rise at an increasing rate 

as a response to more complete guidance and legal protection. He also suggested that part of the 

reason is that when more and more investments are implemented, synergic effects come to place. 

However, after a certain point, excessive government regulations will negatively affect foreign 

investment, and thus foreign investment is supposed to go down at an increasing rate. Figure 1 

illustrates this relationship between government regulation intensity and foreign direct 

investment inflow noted by Lin.  
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Figure 1: Relationship between FDI and Government Regulation Intensity 

 

The Effect of Domestic Governance 

Scholars argue that FDI inflows vary across political institutions, because foreign 

investors tend to favor more democratic regime with strong rule of law and property right 

protection. For example, Kucera and Principi (2014) evaluated U.S. FDI outflows to 15 

industries in 54 countries in a linear dynamic panel-data gravity FDI model and estimated a 

positive effect of democracy on FDI. Meanwhile, other scholars emphasized some of the 

advantages in FDI attractiveness for non-democratic regimes. Mathur (2013) argue that 

autocratic leaders’ propensity to turn to FDI in pursuit of these goals depends on three variables: 

the degree of substitutability between FDI and alternative economic resources to which leaders 

have access; the costs that leaders expect FDI to impose on the domestic capital-owning elite; 

and the anticipated impact of closure to FDI on economic growth. Hence more democratic 

countries may receive less Foreign Direct Investment (FDI) flows if economic freedoms are not 

guaranteed. One reason could be that democratizing developing economies are often unable to 
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push through the kind of economic reforms that investors desire due to the presence of 

competing political interests. This could potentially explain why countries like China and 

Singapore that rank poorly on the democracy index but are relatively high on the property rights 

index do well in terms of FDI inflows. In accordance with this theory, the impact of the current 

wave of restrictive ICT policies on FDI inflow could be more severe in non-democratic regimes 

comparing to Democracies. 

To avoid an oversimplified dichotomy of domestic government into democracy and non-

democracy and obtain more precise measurement of factors affecting inward foreign direct 

investment, Saidi and Ghardri (2013) investigated the impact of governance indicators and 

macroeconomic variables on the attractiveness of foreign direct investment in 20 developed and 

developing countries over the period from 1998 to 2011 and found that foreign investors are 

interested in political stability and regulatory quality in their choice of investment abroad. 

Economic Cost of Forced Data Localization Policies 

Forced data localization policy disrupts the global value chain at the expense of global 

business, and often the economic development of countries. Yet there are limited studies 

investigating the economic cost in terms of FDI due to forced localization policy in the ICT 

sector. Localization poses threats to the global supply-chain by prohibiting intra-firm data flows 

and limiting market access—and eventually it disconnects the business environment and 

weakens its participator. Studies (Bauer, Makiyama, Marel, and Verschelde, 2014) predicted 

sizable cross-board economic losses associated with data localization, with an 0.2 percent GDP 

loss predicted in Brazil, 1.1 percent in China,  0.4 percent in the European Union, 0.1 percent in 

India, 0.5 percent in Indonesia 0.4 percent in Korea, and 1.7 percent in Vietnam. The overall 
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losses associated investments are predicted to be greater: Brazil (-4.2 percent), China (-1.8 

percent), the EU (-3.9 percent), India (-1.4 percent), Indonesia (-2.3 percent), Korea (-0.5 

percent) and Vietnam (-3.1 percent).  

Based on the efforts of previous scholar literature, I will attempt to estimate the cost of 

forced data localization policy in the context of foreign direct investment inflow using 

econometric model and also reexamine the validity of governance variables in attracting foreign 

direct investment. This is my contribution to the literature. I now turn to the next section to 

describe the data and the econometric model I used to estimate the effect of forced localization 

policy in the ICT sector and its impact on foreign direct investment inflow. 
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DATABASE AND ECONMETRIC MODEL 

Data Description 

The data used in this study are compiled from several sources relating to foreign direct 

investment measurements and cross-border regulation on the ICT sector, with the supplement of 

control variables in domestic infrastructure and local governance. 

A panel dataset for the Inflow of Foreign Direct Investment is provided by the United 

Nations Conference on Trade and Development (UNCTAD) database, consisting of various 

measurements of FDI and other related macroeconomic indicators. The panel dataset includes 

the information of countries’ yearly foreign direct investment inward flow is thus compiled as 

the dependent variable. In addition, I obtained the record on countries’ foreign direct investment 

inward stock as a proxy for the overall activeness and experience in attracting foreign direct 

investment. The countries’ annual gross domestic product growth rates are also obtained to 

represent the attractiveness of the domestic economy. All monetary entries were adjusted to 

current value and exchange rate.  

The key policy variable of interest is gathered through summarizing existing literature 

and regulation texts. I added the forced localization indicator variable for countries that enacted 

or passed or issue any form of regulation, legislation, or verdict that requires foreign investors to 

store data in domestic facilities. Trade organizations and academic institutes have spent moderate 

effort in recent years to shape the policy landscape in this area. Yet their organizational nature 

and resource availability limited their resource scope to mostly existing major economies and 

major trade partners with relatively developed infrastructure. In particular, there aren’t sufficient 
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data on African countries with the exception of South Africa. To correct such potential sampling 

bias, I seek to control for the level of infrastructure development through adding control 

variables, as described below. 

Indicators of governance were coded according to Worldwide Governance Indicators 

Project database collected by the World Bank Group with a last update in year 2013. The 

Worldwide Governance Indicators (WGI) are a research dataset summarizing the views on the 

quality of governance provided by a large number of survey respondents from enterprises, 

citizenry, and experts in industrial and developing countries. The project database includes 

variables on the process by which governments are selected, monitored and replaced; the 

capacity of the government to effectively formulate and implement sound policies; and the 

respect of citizens and the state for the institutions that govern economic and social interactions 

among them. I selected six key governance variables to capture the hypothetical governance 

attractiveness to foreign direct investment inward flow: Voice and Accountability, which 

measures civil participation in the country’s political process, as well as freedom of expression, 

freedom of association, and a free media; Political Stability and Absence of Violence, which 

measures perceptions of the likelihood of political instability and mass violence; Government 

Effectiveness, which captures quality of public services’ degree independence from political 

pressures and its implementation effectiveness; Regulatory Quality, which captures perceptions 

of the ability of the government to formulate and implement sound policies and regulations; Rule 

of Law, which captures perceptions of agents’ confidence in the quality of contract enforcement, 

property rights, the police, and the courts, as well as the likelihood of crime and violence; and 

Control of Corruption, which captures perceptions of the extent to which public power is 
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exercised for private gain. I use this series of variables to provide a comparative standing for 

states’ stand in governance quality.  

To specify the how the robustness of the domestic ICT economy can spur further overall 

FDI inflow, namely the how a strong domestic ICT industry can become an engine to advance 

foreign investment, I also obtained the data on the share of the ICT industry’s export in 

proportion of the total exports as a variable of interest. These data are obtained through the 

UNCTAD database as well with a starting period of 2001 and an ending period of 2013. The data 

center documents more than 150 indicators and statistical time series regarding trade and 

investment. It also gives access to basic and derived indicators built upon common rules, a 

harmonized environment and clear methodology.  

Lastly, I added some general control variables on the quality of the hosting country’s 

infrastructure to hold the infrastructure constant and to parcel out the effect of forced 

localization. The control variables, electricity consumption per capita, mobile network 

subscriptions per one hundred people, and Internet subscription per one hundred people are all 

obtained from the World Bank’s infrastructure database covering from year 2000 to 2013, with 

the exception of missing data in the year 2001. The following figure and table illustrate more 

descriptive statistics of the data. 
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Figure 2: FDI Inflow in Countries with Forced Localization Policy 

 

 

 

Table 1: Variable Descriptive Statistics 

(Inflation and Exchange Rate Adjusted to Current US Dollar in Million) 

Variable   Mean Std. Dev. Min Max 

GDP Growth Rate (%) 3.402738 3.56366 -10.89448 15.24038 

Inward FDI Stock 388536.3 630490.2 7117.041 4985926 

ICT Sector’s Share in Trade (%) 9.248738 10.24726 0.03 52.22 

Governance Variables     

Government Effectiveness 0.9133775 0.937266 -0.765429 2.429651 

Voice and Accountability 0.5289817 1.01574 -1.862024 1.82637 

Control of Corruption 0.797009 1.173392 -1.133944 2.585616 

Rule of Law 0.7237293 1.0049 -1.126491 1.99964 

Political Stability 0.2517754 0.827579 -2.118068 1.668068 

Infrastructure Variables     

Mobile Subscription (per 100 people) 82.93234 42.41656 0.343205 194.5124 

Internet Subscription (per 100 people) 46.72949 29.62404 0.254248 94.7836 

Electricity Consumption Per Capita 

(KWH)  
6623.063 4735.769 295.0372 17630.63 
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Variable Specification & Hypothesis 

Based on the data gathered, I divided the variables four category to incorporate into two 

different econometric models. Figure 2 maps the trend of FDI direct investment in selected 

countries from 2000 to 2013. Table 1 lists the descriptive statistics of all relevant independent 

variables. 

The Dependent Variable 

The dependent variable of this study is the annual foreign direct investment inward flow 

at country and year level. The data are originally recorded with adjusted inflation rate to current 

U.S. dollars. To correct for the use of this econometric model, I’ve taken the logarithm and 

generated the variable linflow. The logarithm method aims to discount the potential non-linearity 

in the data, especially given a relatively small sample size. 

Policy Interest Variable 

Summarizing the previous studies done by others, I created the indicator variable, 

“forcedlocal” as a proxy for the existence of forced localization policy in countries. Based on the 

previously theoretical framework of this study. I expect this variable to be significant and with a 

negative direction relating to the dependent variable, implying the discouraging effect forced 

localization policy in the ICT industry has on the overall inward foreign direct investment flows. 

Meanwhile, to testify to the “engine effect” of the domestic ICT sector, I used the 

percentage point share of the ICT sector in exports to construct the other variable of interest, 

ictshare. Confirming the ICT sector’s effect of attracting foreign direct investment inward flows 

in other sector, I expect this variable to be significant relating to the dependent variable and with 

a positive direction. 
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Infrastructure Control Variables 

To single out the effect of better infrastructure in attracting foreign direct investment 

inward flow and to parcel out the significance of the key variable forcedlocal, I constructed three 

variables using the World Bank Infrastructure database, electronic consumption per capital in 

kilowatts, electricity, mobile subscriber per one hundred people, mobilesub, and Internet user per 

one hundred people, internetsub, to control for foreign direct investment inward flow associated 

with quality of destination infrastructures. I expect all three variables to be positively linked with 

the foreign direct investment inward flow and show statistical significance. 

Governance Quality Control Variable 

Further, to see whether foreign direct investment inward inflow is affected by governance 

quality. I coded the World Bank Governance Index into are five governance variable: Pstability, 

which measures perceptions of the likelihood of political instability and/or politically motivated 

violence; goveff, which captures perceptions of the quality of public services, the quality of the 

civil service and the degree of its independence from political pressures; voice, which captures 

perceptions of a country's civil participation in selecting its government, as well as freedom of 

expression; corruption, which captures perceptions of the extent to which public power is 

exercised for private gain; and ruleoflaw, which captures perceptions of the extent to which 

agents have confidence in and abide by the rules of society. All five variables are recorded as 

index score from 0 to 1 by the World Bank, with a higher number indicating better governance 

quality, thus can be directly used in my model in a comparative perspective. I expect all five 

variables to be positive correlated with the dependent variable and to demonstrate statistical 
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significance. I note that all countries are missing the governance indicator data of the year 2001 

as the World Bank did not record such data in that year. 

Other General Economic Control Variables 

I’ve also added some generic macroeconomic variables to control for the countries 

overall economic strengthen and experience of foreign direct investment. Using the UNCTAD 

data, I generated the variable of the logarithms of the foreign direct investment inward stock for 

countries, linstock to indicate the country’s overall experience with foreign direct investment. 

The variable is expected to be positively correlated with the dependent variable and show 

statistical significance. The variable gdpgrowth includes the growth rate in percentage point of 

the domestic gross product. Gdpgrowth is also expected to be positively correlated with the 

dependent variable and to be significant. The variable lgdp, the logarithm of the gross domestic 

product is included to signify the economy base of destination countries. Gdp is also expected to 

be positively correlated with the dependent variable and to be significant. 
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Table 2: Econometric Specification 

I divided variables into two fixed-effects regression models: a basic model without governance 

quality variables, and a model with governance quality variables.  I will present my result and 

interpretation of those value in the next section. 

The Basic Model 

lflow=β0 + βGDP + βlinstock  + βictshare + βForcedlocal +βgrowth + βmobilesub +βinternetsub +βelectricity           (1) 

 

The Governance Control Model 

lflow=β0 + βlinstock  + βictshare + βForcedlocal +βgrowth +βvoice +βcorruption +βpstability +βgoveff +βruleoflaw + 

βmobilesub +βinternetsub +βelectricity                                                                                    (2) 

 

 

 

List of Variables 

Right-Hand Variables Left-Hand Varables 

FDI Stock Foreign Direct Investment Inflow 

Share of ICT Industry in Total Export  

Forced Localization  

GDP Growth Rate  

Infrastructure Control Variable  

Mobile Subscription per one hundred People  

Internet User per one hundred People  

Electricity Consumption per Capita  

Governance Control Variables  

Political stability and the Absence of Violence  

Voice and Government Accountability  

Control of Corruption  

Government Efficiency   

Rule of Law  
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RESULT AND INTERPRETATION 

 

Regression Estimation for FDI Inflow and Forced Localization 

This section is divided into reporting of the statistical result of two empirical models: 1) 

presentation and interpretation of the regression result of a base model without governance 

related variables; and 2) presentation and interpretation of the regression result of a model with 

governance related indicators. Overall, the results from both parts confirm the hypothesized 

negative effective of forced localization in the ICT industry with regard to the overall foreign 

direct investment inflow as the variable Forcedlocal demonstrated robust statistical significance 

in both equations. Meanwhile, most infrastructure related control variables, with the exception of 

the mobile subscriber variables, showed strong statistical significance in both models. 

 

 

 

 

 

 

 

 

 

 

 

 

Table 3: Basic Model Estimation 

Variable Coefficient 
Standard 

Error 
T-Score P-Value df 

lgdp 0.38673 0.36316 1.06489 0.29752 24 

gdpgrowth 0.02631 0.01864 1.41197 0.17079 24 

linstock*** 0.77157 0.22152 3.48305 0.00192 24 

icttradeshare 0.01299 0.01270 1.02229 0.31684 24 

forcelocal*** -0.56977 0.15117 3.76912 0.00094 24 

     

Infrastructure Control     

mobilesub* 0.00529 0.00283 1.86639 0.07425 24 

internetsub*** -0.02599 0.00693 3.75289 0.00098 24 

electricity** 0.00032 0.00012 2.68479 0.01295 24 

_cons -6.40499 3.75151 1.70731 0.10067 24 

      

R-Square 0.3508     

F-Statistics    21.72***   0.0000 24 

Statistical significance level         * p<0.1 

                                                      ** p<0.05 

                                                      *** p<0.01 
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In the basic model, the following variables directly represent the overall economic 

wellbeing of the sampled countries in the period from 2000 to 2013: logarithm of the country’s 

Gross Domestic Product (lgdp), the country’s GDP growth rate in percentage points 

(gdpgrowth), and the strength of current existing foreign direct investment within the country, 

which is manifested through the logarithm of the inward stock of foreign direct investment 

(linstock). The other variable of interest in this case is the overall importance of the ICT industry 

in the country’s trade economy. I used the share of the ICT sector trade in the total trade of the 

country as a proxy (icttradeshare). Last, the model includes the policy variable of interest 

indicating the existence of forced data localization policy (Forcedlocal). 

The fixed effect regression result revealed a strong overall significance and explanatory 

power of the model with an R-Square of 0.35, meaning around 35 percent of variation of foreign 

direct investment inflow in the model was explained by the independent variables. The overall 

model construct yields high statistical significance with an F-statistics of 21.72, which shows the 

model’s significance at the 99 percent confidence level. 

First, while holding all other factors constant, a country with a large basis of existing 

foreign direct investment is significantly more likely to have more foreign direct investment 

inflow. Foreign direct investment inward stock is a “scoreboard” of the investment destination. A 

larger FDI inward stock usually corresponds to the healthiness and openness of the underlying 

economy. The finding suggests that investors prefer countries that have accumulated experience 

with foreign direct investment as the destination of their capital.  

Second, the model proves the discouraging effect of forced data localization policy on 

FDI inflow. Holding all other factors constant, forced localization policy enacted by the hosting 
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country significantly decreases foreign direct investment inflows. The magnitude of such 

influence remains severe at a 43 percent level.1 The result exemplifies that localization policy 

does discourage foreign direct investments as it implies additional cost for business operation 

and sizeable increase in initial capital expenditure.  

Third, the control variable lgdp and gdpgrowth did not reach the statistically significance 

conclusion. So with the ICT industry significance variable icttrade, meaning this model shows 

no direct relationship between the weight of ICT products/services and foreign direct investment 

inflow was found. Because these coefficients do not reach standard level of statistical 

significance, I cannot generalize the effect of these variables base on this particular model. A 

possible explanation of such insignificance is that the sample consisted of countries that are 

economically well-off and with a certain level of experience in ICT trade and FDI. Therefore the 

distribution of GDP growth and ICT strength are not dispersed enough, and eventually renders 

the variables insignificant. 

 Fourth, the infrastructure control variables all produced significant relationships with 

foreign direct investment inflow, despite their slight magnitudes. Holding other factors constant, 

country that has higher per capita electricity consumption receives more foreign direct 

investment. Also, country that has more mobile phone subscriptions are more attractive to 

foreign direct investors as well. The magnitudes of both variables are minimal. An one kwh 

increase in per capita electricity consumption is associated with 0.03 percent increase in foreign 

direct investment inflow while an one percent increase in mobile subscription rate increases 

foreign direct investment inflow by around 0.5 percent. However, the Internet subscription 

                                                 
1 Converted from the coefficient of -0.56977 from the log-level model: %ΔY=100*(eβforcedlocal-1) 
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variable demonstrates an unexpected negative relationship with foreign direct investment inflow. 

A one percent increase in internet subscriptions is predicted to reduce foreign direct investment 

by 0.03 percent. All three collectively signify the quality of infrastructure within the host country 

influence the choice of foreign investment. This could be explained by the fact that the sample 

contains various countries that are underdeveloped in terms of Internet infrastructure, which 

attracted enormous amounts of foreign direct investment to develop internet connectivity. As the 

quality of internet infrastructure matures, foreign direct investment decreases. Having better 

local infrastructure on the one hand means relatively easy and stable operation environment for 

foreign investors. On the other hands, it means more convenience access to the market for 

consumers or service procurers.  

The Governance Model 

A governance model was added to probe whether and to what extent institutional factors 

in the hosting country impact foreign direct investment inflow. In addition to the benchmark 

model variables, five variables representing the non-economic environment of hosting countries 

were introduced: rule of law (ruleoflaw), governance effectiveness (goveff), political stability 

(pstability), voice and government accountability (voice), and lastly the control of corruption 

(Corruption). Once again, the model yields great overall significance and explanatory power 

with around 34 percent of dependent variable variation explained by the independent variables at  
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a robust significance level.2 The regression result is in congruency with the result from the 

benchmark model. Yet the five proxy variable for governance are surprisingly found 

insignificant. 

The magnitude of the variable forcelocal remains at a level that enacting forced 

localization policy in the ICT sector is predicted to reduce foreign direct investment inflow by 

around 46 percent. The infrastructure variables internetsub and electricity are also significant, 

                                                 
2 The decline of R-Square could be attributed to the missing of governance variable data in 2001. As mentioned in 
the last section, the World Bank did not record the relevant entry in year 2001. 

Table 4: Governance Model Estimation 

Variable Coefficient Standard Error T-Score P-Value df 

lgdp 0.65634 0.43895 1.49526 0.14788 24 

gdpgrowth 0.02145 0.02117 1.01329 0.32103 24 

linstock*** 0.83960 0.22156 3.78953 0.00090 24 

Icttradeshare 0.01483 0.01298 1.14250 0.26452 24 

forcelocal*** -0.61374 0.15999 -3.83612 0.00080 24 

Infrastructure Control     

mobilesub 0.00158 0.00311 0.50765 0.61633 24 

internetsub*** -0.02726 0.00966 -2.82149 0.00945 24 

electricity*** 0.00036 0.00012 2.95474 0.00691 24 

Governance Effect     

pstability 0.30228 0.34836 0.86772 0.39414 24 

goveff -0.24778 0.40775 -0.60768 0.54911 24 

voice -0.15240 0.47965 -0.31774 0.75343 24 

Corruption 0.06936 0.57416 0.12081 0.90485 24 

ruleoflaw 0.19124 0.89686 0.21323 0.83294 24 

_cons -10.73814 4.30206 -2.49605 0.01983 24 

R-Square 0.3468     

F-Statistics     55.12***   0.0000 24 

Statistical significance level         * p<0.1 

                                                      ** p<0.05 
                                                      *** p<0.01 
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with the surprising negative relationship between Internet subscription per capita and foreign 

direct investment inflow.  

The model’s result reaffirms the discouraging effect of forced localization policy. It also 

manifests the positive impact better infrastructure and more experience with foreign direct 

investment provides favorable conditions for foreign direct investors. However, all five 

governance variables are yield insignificant. The result is counter intuitive at first sight yet 

logically founded with further consideration. In the past decade of global economy, capital flow 

generally favor rising market destinations despite the claimed weakness in local governance and 

institutions. Current conditions of all five variables are controversial in the five BRICS countries, 

which were all contained in the sample of this study. The result implies a deeper trend in global 

investment regime, which will be further discussed in the next section. 
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CONCLUSION AND DISCUSSION 

This paper used empirical analysis to explore government’s role in curtailing the global 

investment flow through regulatory activities in the ICT industry. My hypothesis was that forced 

localization policies in hosting countries reduce foreign direct investment inflows. The results 

obtained from the two empirical models, the basic model and the governance model provide 

evidence for the discouraging effect ICT Forced Localization policy has on the overall foreign 

direct investment inflow to the country, which agrees with my original hypothesis. 

Sourcing data from the World Bank and the United Nation Conference on Trade and 

Development, I compiled an original Panel data set capturing the foreign direct investment 

inward flow and other economic and regulatory indicators in a sample of 25 countries for the 

years from 2000 to 2013. I used the dataset to estimate a fixed-effect regression modeling the 

factors impacting the amount of foreign direct investment. The modeling indicates that imposing 

forced data localization policy directly discourages foreign direct investment at a country level. 

The result also shows the significant role of infrastructure quality in attracting foreign direct 

investment. Nonetheless, government effectiveness related variable factors are insignificant in 

attracting foreign direct investment according to the model.   

The basic model and the regulatory-controlled model combine to speak of the severe 

impact forced localization policy in the ICT sector has in deteriorating the entire investment 

regime. Clearly based on my finding, policy requiring foreign ICT investors to set up facilities 

within the local government’s jurisdiction discourages foreign investors. Meanwhile, 

infrastructure still plays a critical role in determining a country’s attractiveness to foreign capital. 

The model showed that countries without forced localization barriers and high quality 
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infrastructure, regardless of the regulatory quality and regime type, were on average rated more 

attractive to foreign ICT investors. Most importantly, it shows an integral picture of the global 

investment regime in which the disruption of the ICT value chain has a ripple effect across 

sectors.   

My conclusion can provide guidance to governments facing heated debate in balancing 

cyber-security, citizen privacy, and global economic development. The policy implications touch 

upon a range of issues in this area, from policy priority setting to regulatory policies on technical 

details specific to the international investment regime. 

First, the results concerning the impact of the forced data localization disqualifies such 

policies as a viable solution toward privacy protection for countries eyeing on attracting more 

foreign direct investment. The result sends a clear signal that the restriction of ICT foreign direct 

investment will cast a negative impact over other sectors as well. The main reasons are twofold: 

first, ICT itself is an increasingly heavy portion in cross-border investment; second, the ICT 

sector is located in the heart of the global value chain, in which other sectors such as 

manufacturing and management are all linked with data. Creating barrier of entry weakens the 

value chain thus rendering the destination less attractive. Also, temporarily mitigating safety 

control through accessing private data is unsustainable because the definition of data continues to 

expand and intertwine with other industries. Our global economy today relies centrally on data 

and networks, while the next generation of connectivity involving interconnected vehicle, 

automated infrastructure, and virtual reality is soon to come. Major countries like the U.S. have 

already invested in the next generation of technology to lead the evolution of industry. Allowing 
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data to transfer freely and with fair and clear governance internationally is going to be even more 

essential.  

As the result of my study indicates the negative impact of forced localization policy, I 

would also like to point to the bigger issue underlying, that is the lack of consensus domestically 

and internationally on the reach of the government into private data. The political and civil 

liberty implication behind the question of whether allowing government to access private data 

for security reasons continues to spur controversy among different political camps. Meanwhile, 

there is a limited effort internationally to construct a platform to solve the problem. It will be a 

beneficial endeavor for the countries to, bilaterally or multilaterally, find a stable and meaningful 

channel of engagement. The channel should at the least touch on both the security concerns and 

the economic implications. Such channels already exist for ally sovereignties between the EU 

and the U.S. Nonetheless between non-ally countries such channels are hard to find. The U.S. 

and China committed to establishing a semi-annual high level cyber-security engagement after 

the Xi-Obama summit in September 2015, whereas the trade implication was left out. By and 

large, the burden of pursuing the comprehensive international governance in the ICT is still on 

the private sector players, many of whom are subjected to impact of domestic politics. In all, 

with regards to regulatory policies on foreign direct investment and cyber-security, one of the 

broader policy recommendations to be drawn from this paper is that governments should focus 

on maintaining sufficient market openness while pursuing multilateral consensus to solve cyber 

threats and protect privacy.  

The other contribution of my study is the affirmation of the importance of local 

infrastructure in attracting foreign direct investment. Roads, electricity, and internet have become 
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the basic need for business operation. Investment flows to countries that have higher quality 

infrastructure ensure international investors’ integration with local economy. Countries should 

continue to expend effort in enhancing local infrastructure to create a sustainable investment 

climate. 

To my surprise, the results for government effectiveness and the other governance related 

variables disputed with the common perception that more democratic and effective local 

government inspires foreign investment. However, reviewing the global flow of foreign 

investment in the past decade, it is indisputable that some of the top recipients of foreign direct 

investment are countries with controversial political records. This discovery on the other hand 

provided support of the how economic and market prospects are playing a more critical role. In 

addition, the regulatory variables capture only the structural quality of local government. It is 

unlikely foreign investors muted their communication of interest to local government given the 

poor regulatory system. There is room for alternative communication channels to be 

incorporated.  

Limitations 

There is a limitation in the design of this study that fails to capture some important links 

between variables. First, the model design doesn’t include variables explaining how the ICT 

sector is related to other foreign direct investment sectors, despite it revealed a general 

relationship between the total inward foreign direct investment flows. Second, it will be worth 

exploring to supplement this study with another study of how forced localization policy in other 

sectors impact foreign direct investment and how the magnitude compares with the forced 

localization in the ICT industry. Third, it would improve this and other studies as well if the data 
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quality and can be improved. Particularly, if there are available data with clear definition 

tracking foreign direct investment inward flow to the ICT industry, I would be able to separately 

estimate the effect of forced localization policy in both the ICT and non-ICT sector foreign direct 

investment inward flows to further clarify the ripple effect of the ICT sector. Fourth, in countries 

with weak democratic voices, and rule of laws, there are frequently alternative and informal 

channels to reflect foreign business’ interests as investors. Such communication usually exists in 

the form of informal meetings, events, or letters that are hard to quantify and inconsistent in their 

real impact. If this “black market” could be operationalized in research, I believe it will mean 

significant improvement of research into foreign direct investment and trade policy. Last this 

paper only examines 25 countries primarily because of the limited data on countries' status on 

forced localization policy. Increasing collection of data on these projects will allow further and 

more detailed study. 
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      Appendix 1: Share of ICT as Total % of Country's Export         

Country 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013   

Canada 7.56 5.02 4.02 3.69 3.74 3.88 3.83 3.59 3.1 3.47 2.76 2.48 2.27 2.1   

Denmark 7.21 6.75 8.43 6.63 6.24 4.97 4.59 4.67 3.38 3.4 3.67 3.42 3.48 3.34   

Finland 23.55 19.91 20.02 19.09 17.09 20.29 17.14 15.58 14.88 10.73 6.36 4.92 3.98 2.31   

France 10.81 9.08 7.75 6.5 6.49 6.29 6.59 4.84 4.26 4.26 4.41 4.27 4.08 3.96   

Germany 8.4 8.16 7.9 7.39 7.94 7.9 7.38 5.89 5.09 4.85 5.09 4.6 4.41 4.27   

Italy 4.45 4.34 3.63 3.29 3.24 3.11 2.73 2.23 1.94 2.02 2.15 2.1 1.86 1.75   

Korea 34.5 29.83 32.93 33.7 33.31 30 26.48 25.49 21.41 21.87 21.4 17.99 17.16 19.14   

Mexico 20.91 22.06 20.74 19.31 19.68 17.99 18.77 17.71 19.53 21.66 20.17 16.98 16.86 16.27   

Netherlands 17.88 15.32 13 16.1 16.86 16.78 15.55 14.18 11.57 12.36 12.46 11.91 10.2 10.33   

Sweden 17.73 11.12 11.13 9.91 11.06 11.22 10.26 8.6 8.61 8.99 9.72 9.17 7.18 6.72   

United Kingdom 17.47 17.22 16.44 12.01 10.78 13.48 18.99 4.97 5.84 3.42 5.78 4.67 4.24 3.82   

United States 20.08 17.58 16.08 15.87 15.17 14.26 13.53 11.72 10.62 10.71 10.54 9.5 9.02 8.87   

Brazil 4.05 4 3.6 2.88 2.08 3.12 2.88 1.66 1.59 1.52 1.01 0.7 0.55 0.48   

China (PRC) 17.71 20 24.03 27.69 29.96 30.72 30.72 29.34 27.71 29.65 29.12 26.76 27.06 27.42   

India 1.69 1.96 1.56 1.61 1.43 1.11 1.11 1.07 0.97 3.45 2 2.18 1.98 1.59   

Indonesia 12.19 10.83 11.03 9.31 9.12 8.11 6.09 5.28 4.76 5.94 4.98 3.86 4.06 3.62   

Argentina 0.36 0.36 0.43 0.23 0.22 0.19 0.26 0.26 0.21 0.18 0.11 0.1 0.1 0.15   

Russia 0.4 0.28 0.29 0.24 0.25 0.18 0.26 0.22 0.17 0.28 0.22 0.24 0.31 0.42   

Vietnam 5.42 4.14 3.37 3.96 2.66 2.77 3.27 4.95 4.74 5.8 7.91 11.64 18.24 24.54   

Singapore 54.97 52.22 51.4 47.75 47.89 45.46 44.47 34.49 34.64 33.89 34.33 28.91 28.4 29.94   

Turkey 3.69 3.37 4.48 4.21 4.65 4.39 3.72 2.69 1.82 1.99 1.84 1.66 1.74 1.45   

South Africa 1.59 1.7 1.68 1.46 1.43 1.25 1.42 1.32 1.09 1.26 1.2 1.02 1.18 1.22   

Australia 2.85 2.69 2.24 2.24 1.98 1.68 1.45 1.38 1.11 1.07 0.96 0.85 0.88 0.92   

Saudi Arabia 0.03 0.04 0.04 0.04 0.05 0.07 0.08 0.08 0.03 0.07 0.11 0.11 0.12 0.22   

Japan 22.7 20.36 19.9 19.37 18.44 16.95 15.95 13.16 11.84 12.08 10.68 9.23 9.15 8.64   

EU28 11.38 10.51 9.6 8.6 8.59 8.82 9.04 6.69 6.22 6.07 6.28 5.64 5.18 4.9   
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Appendix 2: The State of Forced Localization Policy by Country 

Country Regime Type Forced Localization Policy 

Canada Full Democracy Yes 

Denmark Full Democracy None 

Finland Full Democracy None 

France Democracy None 

Germany Full Democracy None 

Italy Full Democracy None 

Korea Democracy Yes 

Mexico Democracy None 

Netherlands Full Democracy None 

Sweden Full Democracy None 

United Kingdom Full Democracy None 

United States Full Democracy None 

Brazil Full Democracy Yes 

China  Autocracy Yes 

India Democracy Yes 

Indonesia Democracy Yes 

Argentina Democracy None 

Russia Open Anocracy Yes 

Vietnam Autocracy Yes 

Singapore Closed Anocracy None 

Turkey Democracy None 

South Africa Full Democracy None 

Australia Full Democracy None 

Saudi Arabia Autocracy None 

Japan Full Democracy None 
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