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Part I: Introduction

This paper explores the relationship between bilateral foreign direct investment (FDI) stock and

UN member countries’ troop contributions to peacekeeping missions from 2004 to 2012. Since the

creation of the UN’s first peacekeeping force in 1948, over 70 peacekeeping missions have been

deployed in conflict zones across the world. Peacekeeping missions are carried out under the auspices of

the UN and distinguished from other forms of military intervention through their commitment to a)

respecting the consent of the warring parties, b) maintaining impartiality, and c) non-use of force except

in self-defense or in defense of the mandate (“What is Peacekeeping?”). Maintaining well-staffed

peacekeeping missions is important because peacekeeping missions are generally successful at reducing

conflict. In fact, the presence of UN peacekeeping forces has been associated with lower conflict

intensity (Hegre et al., 2019) and longer lasting cycles of peace (Doyle and Sambanis, 2000). The supply

of peacekeeping troops has been a persistent concern for the UN, with peacekeeping operations in high

demand in conflict-ridden states in Africa and the Middle East. Peacekeeping deployments slowed in the

late 2000s in part due to slowing contributions from member states, and recent missions have been

characterized as “overstretched” (“Peacekeeping Overstretch,” Dicko, 2021). Determining the rationale

behind a country’s peacekeeping troop contributions to particular missions is therefore critical to

understanding which missions may be sufficiently staffed by member countries.

Peacekeeping personnel contributions are determined by a combination of a member country’s

economic and geopolitical interests (Bove and Elia, 2011). In recent decades, FDI has become a central

component of cross-border economic activity. In fact, from 2000 to 2016, the share of global GDP

represented by FDI flows increased from 22% to 35% (Pavlova, 2018). FDI, especially in emerging

economies, has become an important tool for international investors. As such, FDI considerations both

directly and indirectly influence a country’s foreign policy decision-making. Corporate interest groups
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may directly lobby to influence certain foreign policy decisions, and governments may have an interest

in protecting business interests to seek greater economic prosperity (Klosek, 2020). Based on the

significant and growing volume of global FDI flows over the past two decades, bilateral FDI (from a

contributing country to a host country) should be studied as a potential determinant of countries’

peacekeeping troop contributions.

This paper seeks to answer the following question: does a country’s FDI stock in a certain host

country influence its peacekeeping troop contributions to the host country when a UN mission is

authorized? The paper proceeds as follows. Part II will provide an overview of the literature surrounding

the determinants of peacekeeping troop contributions, focusing on explanations relating to a contributing

country’s economic interests. Based on the literature, Part III will outline the two main hypotheses for

the analysis: first, that countries are more likely to deploy peacekeeping troops to countries within which

they have FDI stock, and second, countries with larger amounts of FDI stock in the host country also

make larger troop contributions. That is, the relationship between FDI and peacekeeping contributions is

hypothesized to be significant when peacekeeping contributions are viewed as a binary variable and as a

continuous variable. Parts IV and V will describe the data and empirical strategy employed by this

analysis. This paper uses a logit model to test the effects of FDI on peacekeeping contributions as a

binary variable and an OLS regression model to test the effects of FDI on peacekeeping contributions as

a continuous variable. The paper also uses an instrumental variable, regional FDI stock, to build upon

the results of the OLS regression model. Parts VI and VII will include a discussion of the results and

implications for future research. The results of the model show that, consistent with the hypotheses,

there is a significant association between FDI stock and whether a country contributes to peacekeeping

efforts in a host country, and there is a significant association between the value of FDI stock and the

number of troops that a country contributes. In addition, the relationship between the value of FDI stock
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and the number of peacekeepers contributed is stronger for autocracies than democracies. There is also

no significant difference in results between year 1 and year 2 of the peacekeeping mission. The results

reveal that the UN missions most likely to have multilateral support are those in host countries with

several FDI partners, while those missions in host countries with minimal FDI instock are likely to be

the least widely supported.

Part II: Literature Review

There is a growing consensus that peacekeeping contributions are driven by countries’ national

interests, subject to institutional restraints. In line with theory that suggests that democracies are more

likely to support international efforts, Lebovic (2004) uses cross-sectional and time-series data to show

that a country’s democracy level is positively associated with UN peacekeeping contributions. In a later

study, Velazquez (2010) uses case studies from Latin America to argue that countries with integrated

foreign and defense policies are more likely to contribute peacekeeping troops. This finding spurred

research into the security conditions that would make a country’s foreign policy more amenable to

peacekeeping contributions. Along with concerns about international prestige, Bove and Elia (2011) find

that states are more likely to intervene when the conflict in the host state is a threat to the sending state’s

national security. Bove and Elia construct an empirical model that indicates that geographic proximity

and the likelihood of conflict spillover are important predictors of peacekeeping contributions. Kathman

and Melin (2017) used similar methods to conclude that states in ongoing rivalries tend to contribute

more personnel to peacekeeping missions, seemingly to boost international credibility. As such, studies

relating to security have established that countries see peacekeeping contributions as a tool to advance

national interests.

However, there are few comprehensive studies surrounding the relationship between economic

interests and peacekeeping troop contributions. Like other foreign policy decisions, the decision to
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donate peacekeepers may be influenced by economic considerations in addition to security interests.

Current research has focused on the financial benefits of peacekeeping to the contributing state; states

that contribute are eligible for compensation payments that can help bolster national budgets (Bobrow &

Boyer, 1997; Sheehan, 2011; Gailbulloev et al., 2015). In line with the research, Ward and Dorussen

(2016) report a negative relationship between GDP per capita and peacekeeping contributions,

suggesting that “poorer countries have financial incentives to provide peacekeepers.” However,

Coleman and Nyblade (2018) argue that these results are not robust; when analyzing the relationship

between logged GDP and peacekeeping contributions, which is less susceptible to outlier data, there is

no significant relationship. Coleman and Nyblade further their study by outlining budgetary conditions

that would make peacekeeping contributions a net financial benefit for donor countries and conclude

that these conditions only exist for a small number of countries. While economic interests may play a

role in peacekeeping contributions, the financial compensation for donating countries may be

insufficient to capture the effects.

Importantly, in an increasingly globalized world, countries’ economic interests are often linked

to relationships with other countries. In fact, several scholars argue that a country’s investments in a

state experiencing conflict is a key determinant in triggering military intervention, especially when

considering investments into oil and other natural resources (Bove et al., 2016). Most recently, Klosek

(2020) uses a logit model and the most comprehensive FDI data available to analyze the relationship

between FDI stock and external military interventions. Within his model, Klosek addresses endogeneity

concerns by controlling for the existence of alliance and colonial ties, trade, and military expenditure.

Klosek’s findings illustrate that countries have a significant incentive to protect existing foreign direct

investments in countries within which they decide to intervene. However, as mentioned previously, it is

important to distinguish between non-UN interventions and UN peacekeeping interventions. UN
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peacekeeping operations operate under a multilateral goal of contributing to the implementation of a

peace process between the parties in conflict, while external military interventions often seek to

unilaterally create peaceful conditions (Bove and Elia, 2011). Countries may be less willing to donate

peacekeeping troops to conflict zones with less control over the operations themselves.

In terms of UN peacekeeping missions, Zhang (2022) uses both a logit model and multiple linear

regression to conclude that a country’s trade potential with a host state positively influences their

peacekeeping contribution to the host state, even after controlling for several variables including

colonial ties, democracy score, and military spending. Zhang specifies in his analysis that trade potential

may include potential FDI but does not directly test the effects of FDI on peacekeeping contributions. As

such, Zhang’s analysis leaves out the possibility that countries may be incentivized to donate

peacekeeping troops to protect existing FDI in the host country. Future trade (and FDI) potential is

difficult to measure and is thus less pertinent to government decisions to send peacekeepers to current

conflicts. However, Zhang’s analysis provides a robust research design to test the effects of various

economic variables on peacekeeping contributions. Overall, while this area of research is still emerging,

these conclusions suggest that the relationship between investment and peacekeeping contribution

requires further study.

Indeed, in recent years, many journalists have considered a relationship between FDI and

peacekeeping contributions. Peacekeeping operations have been concentrated in African countries and

the continent has become increasingly attractive for foreign investors. Coupled with new countries

entering the ranks of peacekeeping contributors and the rising value of foreign investments for domestic

companies, these factors have sparked interest in reports on various countries. Especially with the advent

of China’s Belt and Road Initiatives, several authors highlighted the correlation between China’s

growing outward investment and its renewed commitment to peacekeeping operations (Savkov, 2020).
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For instance, China’s investments into South Sudanese oil companies may be linked to its peacekeeping

presence in the country. This observation has been generalized to argue that countries view

peacekeeping as a tool to secure foreign investments in foreign nations, especially those related to

natural resources (Axe, 2010). Nevertheless, this relationship has yet to be empirically tested.

Part III: Theory

The relationship between bilateral FDI stock and peacekeeping troop contributions has not been

previously studied in-depth by scholars and, as such, this paper seeks to be one of the first steps towards

developing an understanding of a potentially important determinant of peacekeeping contributions.

Peacekeeping contributions may be influenced by prior foreign direct investments in the host country for

two main reasons. First, like external military interventions, countries may seek to increase troop

contributions to bolster UN peacekeeping efforts to promote stability in the host country. Greater troop

commitments may prevent high levels of conflict that threaten investments. Second, countries may see

peacekeeping troop commitments as a tool to strengthen relationships with host governments. Stronger

relationships increase the likelihood of a favorable regulatory environment for foreign investors. In both

cases, countries seek to protect their investments through peacekeeping contributions, and there is

expected to be a positive relationship between FDI and peacekeeping contributions.

However, it is also likely that the size of a country’s peacekeeping contribution is associated with

the value of its FDI stock in the host country. That is, countries with larger FDI stock values are likely to

contribute more peacekeepers to missions than countries with a lower value of FDI stock. This theory,

also developed by Zhang (2022), argues that countries make decisions at the margins as to whether to

contribute extra peacekeepers. The marginal benefits of adding an additional peacekeeper include added

influence on improving stability in the host state and improving inter-government ties. The marginal

costs of adding an additional peacekeeper include the audience costs that a government may suffer if
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peacekeepers are harmed during the mission and any military trade-off that countries with active

military presences may incur.

The marginal benefits of additional peacekeeping contributions likely decrease as the number of

troops contributed increases, because countries can often establish inter-government ties through

contributing even small numbers of peacekeepers; that is, moving from 0 to 10 peacekeepers contributed

likely has a more significant impact on improving ties than moving from 100 to 110 peacekeepers

contributed. The marginal costs of additional peacekeeping contributions are likely to remain constant in

large numbers; adding one more peacekeeper risks the same audience costs if that peacekeeper is

harmed, regardless of the initial level of peacekeeping contributions a country has made. As such,

although there is likely a relationship between the value of FDI stock and the number of peacekeeping

troops contributed, this relationship is likely non-linear, resulting in the need for the data transformations

outlined in Part V.

This paper will build on prior research by examining both initial peacekeeping contributions

when the mission begins and continued peacekeeping contributions as the mission continues. The

positive effects of peacekeeping operations on levels of conflict can often be observed one year after an

increase in peacekeeping personnel (Hultman et al., 2014). Therefore, if countries contribute to

peacekeeping missions primarily to protect foreign direct investment through the mission’s effect on

reducing conflict, there will be a significant relationship between foreign direct investment flows and

initial peacekeeping contributions in the first year of the mission. However, if countries are interested in

strengthening their relationship with the host state to protect foreign direct investment from regulatory

burdens, there will also be a significant relationship between investment flows and peacekeeping

contributions throughout the duration of the mission. Countries are likely to have strong incentives to

donate peacekeeping troops for both reasons and, as such, it is hypothesized that the results will show



Shankar 9

similar outcomes for the relationship between FDI and peacekeeping in both year 1 and year 2 of the

mission.

The main hypotheses for this study are outlined below:

Hypothesis 1: Countries with higher levels of FDI stock in host countries are more likely to contribute

peacekeeping troops to host countries.

Hypothesis 2: The value of a country’s FDI stock in host countries is positively associated with the

number of peacekeeping troops that the country contributes to host countries.

Hypothesis 3: The relationship between FDI stock and peacekeeping contributions is the same for years

1 and 2 of the peacekeeping mission.

Finally, given the base of literature that suggests that democracies are more likely to donate

troops to UN peacekeeping operations, it is worth analyzing whether democracies or autocracies display

a stronger relationship between FDI stock and peacekeeping contributions. Authoritarian states are often

more strongly influenced by economic elites than democratic states. Authoritarian states are less likely

to be directly influenced by public opinion, and more likely to heed the demands of key economic elites

who control the levers of the economy (Albertus and Gay, 2017). In other words, the marginal costs of

contributing additional peacekeepers to protect FDI stock are likely lower for authoritarian states when

compared to democracies. As such, while democratic states are more likely to donate peacekeeping

troops generally, authoritarian states are more likely to contribute troops commensurate with the value of

the FDI stock in the host country. It is hypothesized that there will be a stronger relationship between the

value of FDI stock and the number of peacekeeping contributions for authoritarian states when

compared to democratic states.

Hypothesis 4: There is a stronger relationship between the value of FDI stock and the number of

peacekeeping troops contributed for authoritarian countries compared to democratic countries.
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Part IV: Data

Given the restraints of the foreign direct investment data available, I study ten peacekeeping

missions that began between 2004 and 2012. Since the MINURCAT mission was based in both Chad

and the Central African Republic, the MINURCAT mission data includes both countries for the purposes

of this analysis. A list of missions and their corresponding dates used in this paper is contained in Table

1 below:

Table 1: List of Missions

Mission (Host Country) Duration

UNMIL (Liberia) 2003 - 2018

UNOCI (Côte D’Ivoire) 2004 - 2017

MINUSTAH (Haiti) 2004 - 2017

ONUB (Burundi) 2004 - 2006

UNMIS (Sudan) 2005 - 2011

UNMIT (Timor-Leste) 2006 - 2012

UNAMID (Sudan) 2007 –

MINURCAT (Chad, Central African Republic) 2007 - 2010

MONUSCO (Democratic Republic of the Congo) 2010 –

UNSMIS (Syria) 2012
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The independent variable in this study is the value of a contributing country’s foreign direct

investment stock in the host country, measured in the year prior to the onset of the peacekeeping

mission. FDI stock is a better indicator of a country’s corporate investment than FDI flows, because

stock measures the accumulated value of investments at year’s end. Thus, a higher FDI stock more

clearly indicates a higher sustained value of investment from the contributing country to the host

country. FDI stock is measured in the year prior to the peacekeeping mission to address concerns of

simultaneous causality, that is, that the peacekeeping force sent by a country affects the FDI stock. Since

FDI stock is measured before the peacekeeping mission is authorized, the peacekeeping contribution is

not likely to be directly influencing the FDI stock.

The most comprehensive data source for global bilateral FDI is compiled by the UN Commission

on Trade and Development (UNCTAD). This study makes use of archived UNCTAD bilateral FDI

statistics also utilized by Klosek (2020). The UNCTAD reports FDI positions by partner country for all

UN countries from 2002 to 2012, and measures FDI stock in millions of dollars. Thus, this paper also

includes comprehensive FDI and peacekeeping data for all countries in the time period studied (113

countries for each mission), compared to some previous studies whose sample sizes are limited to

certain regions (Aydin, 2012). The larger sample size means that this study includes a substantially

greater number of countries that contribute to peacekeeping missions, especially developing countries

that have been absent from studies that only include OECD countries.

The dependent variable in this study is peacekeeping troop contributions. Countries mainly

contribute to peacekeeping missions either through financial contributions, troop contributions, or both.

Troop contributions are a far better indicator of a country’s interests in specific peacekeeping missions

and host states than financial contributions are for two reasons. First, there is a risk that a country’s

troops suffer casualties during a peacekeeping mission, creating potential domestic outcry for the
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contributing country. Financial considerations have no direct human cost for contributing countries.

Second, and more importantly, while financial contributions are not often set aside for specific missions,

contributing countries have control over which conflict zones their troops are deployed in. In fact, there

is a significant difference between member countries’ financial and personnel contributions; the

countries that extend the most financial support to UN peacekeeping also contribute disproportionately

low amounts of personnel to peacekeeping missions (Bove and Elia, 2011).

There are three primary categories of peacekeeping troop contributions: observers, civilian

police, and military troops. These groups are characterized by their military capacity; observers are

unarmed, civilian police are lightly armed, and military troops are fully armed and often tasked with

combat missions (Hultman et al., 2014). Countries contribute different kinds of troops for two main

reasons. First, countries have different military capacity and ability. For example, the U.S. sends many

observers rather than troops due to their high numbers of negotiators available and high numbers of

troops stationed elsewhere in the world. Second, each mission calls for a different assortment of

observers, police, and troops, making a country's decision on which type of troop to contribute partially

dependent on the UN mandate. However, since all types of troops are authorized under the same

mandate with the same goal of improving stability, this analysis uses the total number of troops

contributed, across all categories, as the dependent variable. The primary data source for peacekeeping

contributions is the International Peace Institute’s Peacekeeping Database (“Peacekeeping Database”).

The database contains detailed information on total contributions by country for peacekeeping missions

between 1990 and 2018, broken down by troop type.

The instrumental variable is regional FDI stock. Data for regional FDI stock comes from the

same UNCTAD data as the bilateral FDI stock. The UNCTAD data separates each country’s foreign

direct investment outstock by region based on the UN geoscheme and measures the stock in millions of
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dollars. The instrumental variable of regional FDI stock is calculated by taking a contributing country’s

overall FDI outstock in the region of the host country of the mission and subtracting the FDI stock in the

host country as well as the FDI stock in nearby tax haven countries that are not representative of the

region as a whole.

To further address endogeneity concerns, this study includes several control variables that have

been theorized to affect both foreign direct investment stock and peacekeeping contributions between

two countries. Five of these variables are related to the contributing country: the GDP of the

contributing country, the population of the contributing country, the democracy score of the contributing

country, the military spending of the contributing country, and the total peacekeeping troops committed

across all missions. The other four variables are the presence of significant oil reserves in the host

country, the presence of significant mineral reserves in the host country, colonial ties between the two

countries, and the geographic distance between the two countries.

First, the GDP of the contributing country has been theorized to be positively correlated with

foreign direct investment. Countries with large economies have large corporate sectors that are

interested in investment opportunities outside the domestic economy. In fact, most global FDI flows

originate from OECD countries, which are amongst the world’s wealthiest countries (“Foreign Direct

Investment for Development”). Meanwhile, GDP has been found to be negatively correlated with

peacekeeping contributions, as countries with smaller economies may use peacekeeping contributions to

gain international prestige (Bove and Elia, 2011). This paper uses GDP data from the World Bank that is

scaled to current U.S dollars in millions (“Databank | World Bank”).

Second, the population of the contributing country has been argued to be positively linked to

peacekeeping contributions. Countries with larger populations have a larger pool of potential

peacekeepers, and thus may be more likely to contribute troops to missions (Gaibulloev et al., 2015).
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Using similar logic, countries with larger populations may have more corporations involved in

investments abroad. Population data is also available through the World Bank and is measured in

millions (“Databank | World Bank”).

Third, democracies may be more likely to have corporate sectors with significant investments

abroad. Democracies often have better policy stability than autocracies, making them a preferable

environment for corporations and investors, resulting in the growth of large companies that contribute to

high FDI levels (Knutsen, 2020). Democratic governments are also more likely to contribute troops to

UN peacekeeping operations, as democracies often are more likely to commit to international

institutions (Andersson, 2000). In line with other literature, the data for regime type is measured using

the Freedom House characterizations of Free (3), Partly Free (2), and Not Free (1), and is available for

all countries in the time period studied (“Freedom in the World”).

The last two control variables associated with the contributing country are related to the capacity

of the contributing country to send peacekeepers to different missions. First, a country’s total UN

peacekeeping troop contributions at the time of mission onset is expected to influence the number of

troops available for each mission itself, with countries either able to contribute more troops with more

consistent troop contributions, or unable to contribute more troops due to capacity constraints. Data on

each country’s total peacekeeping troop contribution is available through the previously cited

International Peace Institute’s Peacekeeping Database. Second, a country’s military spending, used as a

proxy to measure the amount of military resources that a country can contribute to a mission, may be a

capacity constraint on the number of troops available for the country to commit to a new mission. Data

for military spending by country is available through the Stockholm International Peace Research

Institute’s (SIPRI) Military Expenditure Database and is measured in constant 2019 dollars (“Military

Expenditure Database”). While these variables are unimportant for the logit model that treats
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peacekeeping contributions as a binary variable, they are added to both the OLS and IV models that treat

peacekeeping contributions as a continuous variable.

Each model used in this analysis also includes two control variables related to the host state, both

of which are related to the presence of natural resources.  Foreign investors are often interested in

lucrative natural resource rents from oil and minerals, motivating higher rates of investment (Kekic,

2005). Natural resources have also been used as an explanatory variable for external military

interventions, as countries seek to gain access to resource rent through the provision of military support.

This paper makes use of British Petroleum’s Statistical Review of Energy from 2021 (“Statistical

Review of World Energy”) to track proven oil and natural gas reserves (measured in thousands of

millions of barrels) and proven mineral resources, including cobalt, lithium, and rare earth metal

reserves (measured in thousands of tonnes).

Lastly, each model accounts for two variables that affect the relationship between the

contributing country and host country. First, colonial relationships can positively affect both FDI and

peacekeeping contributions. Colonial ties represent prior economic interactions between two countries,

increasing the likelihood of bilateral investments. In addition, colonial relationships may heighten the

risk of external intervention in case of civil conflict in the former colony, as the colonial power seeks to

defend its economic and cultural interests in the former colony (Chacha and Stojek, 2019). Data

regarding past colonial relationships is available through the Issue Correlates of War Project (Hensel and

Mitchell, 2011).

Second, geographic distance between two countries affects both foreign direct investment and

peacekeeping contributions. Countries that are closer to each other may benefit from stronger cultural

and economic ties and, as such, there may be a negative correlation between distance and foreign direct

investment (Ly et al., 2018). Countries are also more likely to support interventions to promote stability
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in countries close to their borders, indicating a potentially negative relationship between distance and

peacekeeping contributions as well. This paper will follow Klosek (2020) in using the distance between

capital cities as a measurement for geographic proximity. This data is available through Kristian

Gleditsch’s “Distance Between Capital Cities” dataset (Gleditsch, 2001).

Tables 2 and 3 (see below) contain the summary statistics for FDI stock and peacekeeping

contributions, as well as for each of the control variables used across the regression models. Since FDI

stock is measured in the year prior to the peacekeeping mission for both year 1 and year 2 regressions,

the summary statistics for FDI stock are the same within each table.



Shankar 17

Table 2: Summary Statistics for Year 1

Table 3: Summary Statistics for Year 2



Shankar 18

Part V: Empirical Strategy

While several studies use continuous models to evaluate the relationship between economic

conditions and peacekeeping contributions, this paper will follow the approach of Zhang (2021) and use

both a logit model and multiple linear regression to evaluate the effect of FDI stock on peacekeeping

contributions. FDI stock may affect two levels of a country’s decision-making on peacekeeping

contributions. First, FDI stock is hypothesized to influence whether a country decides to contribute

peacekeeping troops. This relationship is studied through the logit model, in which peacekeeping

contribution is coded as a binary variable (1 for yes, 0 for no). Second, FDI stock may influence the

degree to which countries contribute peacekeeping troops; that is, countries with larger FDI stock may

contribute larger numbers of troops than countries with smaller FDI stock. In these models,

peacekeeping contributions are measured as a continuous variable. This relationship is analyzed through

the OLS model, and the results are further studied through the instrumental variable regression.

As outlined in the previous section, each model will include several control variables that have

been previously investigated in the context of FDI stock and peacekeeping contributions. For ease of

interpretation, three of these variables are transformed through taking the natural logarithm of the

original value: contributor GDP, population, and military spending. In addition, the variables relating to

host natural resource endowments (oil/gas and mineral reserves) are coded as binary variables (1 for

existence of resources, 0 for non-existence of resources). In line with the conclusions of Bove et al.

(2016), this model assumes that countries may send peacekeeping troops due to the existence of

significant reserves, but not necessarily send more troops to countries with larger reserves compared to

countries with smaller, but still significant reserves. The existence of a colonial relationship between the

contributing and host country is also coded as a binary variable.
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In order to capture an accurate estimate of the foreign direct investment value that contributing

states are seeking to protect, this model will use the foreign direct investment stock in the year prior to

the peacekeeping mission (t-1) as the regressor. The model will measure the dependent variable as the

total number of troops contributed. Peacekeeping contributions will be measured both at the end of year

1 (t+1) and at the end of year 2 (t+2) of the peacekeeping mission to test whether states are primarily

seeking to ensure stability through peacekeeping missions, which usually reduce violence in their first

year, or primarily seeking to ensure a strong relationship with the host state, through second year

contributions, or both. The exception to this measurement is the UNSMIS mission in Syria, which only

lasted a year. For UNSMIS, peacekeeping contribution was measured at the beginning and the end of the

mission. Each of the control variables will be measured for the year that the peacekeeping mission began

(t) for the end of the first year and measured for the year after the peacekeeping mission began (t+1) for

the end of the second year.

The following equations represent the logit model regression of peacekeeping contributions on

FDI stock for both year 1 and year 2 contributions to peacekeeping missions. The variable W represents

the control variables (logged contributor GDP, logged contributor population, contributor governance

score, host oil and gas reserves, host mineral reserves, colonial ties between contributor and host, and

distance between contributor and host). In this case, the peacekeeping contribution is viewed as a binary

variable, taking on values of 1 or 0.

Logit – End of Year 1 Contribution:

t (1)𝑇𝑟𝑜𝑜𝑝 𝐶𝑜𝑛𝑡𝑟𝑖𝑏𝑢𝑡𝑖𝑜𝑛
𝑡+1

= β
0

+ β
1
(𝐹𝐷𝐼)

𝑡−1
+ β

2
(𝑊)

Logit – End of Year 2 Contribution:

t+1 (2)𝑇𝑟𝑜𝑜𝑝 𝐶𝑜𝑛𝑡𝑟𝑖𝑏𝑢𝑡𝑖𝑜𝑛
𝑡+1

= β
0

+ β
1
(𝐹𝐷𝐼)

𝑡−1
+ β

2
(𝑊)
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In order to test the hypothesis regarding the strength of the relationship between FDI and

peacekeeping contributions for democracies vs autocracies, an interaction term was added to the logit

model. The dummy variable for governance score is constructed through the Freedom House score

indicators: scores of 2 or 3 represent electoral democracies, while scores of 1 represent autocracies. The

dummy term is coded as 1 for democracies and 0 for autocracies. These values are then multiplied by

the value of the bilateral FDI stock to construct the interaction term. The regression equations below

represent the logit model for both year 1 and year 2 including the interaction term.

Logit – End of Year 1 Contribution with democracy interaction term:

(3)𝑇𝑟𝑜𝑜𝑝 𝐶𝑜𝑛𝑡𝑟𝑖𝑏𝑢𝑡𝑖𝑜𝑛
𝑡+1

= β
0

+ β
1
(𝐹𝐷𝐼)

𝑡−1
+ β

2
(𝑊)

𝑡
+ β

3
(𝐺𝑜𝑣 * 𝐹𝐷𝐼)  

Logit – End of Year 2 Contribution with democracy interaction term:

(4)𝑇𝑟𝑜𝑜𝑝 𝐶𝑜𝑛𝑡𝑟𝑖𝑏𝑢𝑡𝑖𝑜𝑛
𝑡+2

= β
0
 + β

1
(𝐹𝐷𝐼)

𝑡−1
+ β

2
(𝑊)

𝑡+1
+ β

3
(𝐺𝑜𝑣 * 𝐹𝐷𝐼)  

The next step in the analysis is to analyze the relationship between FDI stock and peacekeeping

contributions as a continuous variable through a multiple regression model. Given the non-linear

positive association between FDI stock and number of peacekeeping troops contributed and the large

number of zero values for both FDI and peacekeeping contributions, an inverse hyperbolic sine

transformation was applied to both variables (Bellemare and Wichman, 2019). This model allows for an

investigation into whether countries with higher values of FDI stock in the host country contribute

significantly more peacekeepers than those that have lower values of FDI stock in the host country. In

addition, two control variables related to capacity to contribute troops (total peacekeeping troop

commitments and the contributing country’s military spending) were added to the regression (contained

in W). Similar to the logit model, an interaction term was created to test the effect of democracy on the

relationship between FDI and peacekeeping. The equations for the multiple linear regression for years 1

and 2 can be found below:
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OLS – End of Year 1 Contribution:

(5)𝑇𝑟𝑜𝑜𝑝 𝐶𝑜𝑛𝑡𝑟𝑖𝑏𝑢𝑡𝑖𝑜𝑛 (𝑡𝑟𝑎𝑛𝑠𝑓𝑜𝑟𝑚𝑒𝑑)
𝑡+1

= β
0

+ β
1
(𝑡𝑟𝑎𝑛𝑠𝑓𝑜𝑟𝑚𝑒𝑑 𝐹𝐷𝐼)

𝑡−1
+ β

2
(𝑊)

𝑡
+ β

3
(𝐺𝑜𝑣 * 𝐹𝐷𝐼)  

OLS – End of Year 2 Contribution:

(6)𝑇𝑟𝑜𝑜𝑝 𝐶𝑜𝑛𝑡𝑟𝑖𝑏𝑢𝑡𝑖𝑜𝑛 (𝑡𝑟𝑎𝑛𝑠𝑓𝑜𝑟𝑚𝑒𝑑)
𝑡+2

= β
0

+ β
1
(𝑡𝑟𝑎𝑛𝑠𝑓𝑜𝑟𝑚𝑒𝑑 𝐹𝐷𝐼)

𝑡−1
+ β

2
(𝑊)

𝑡+1
+ β

3
(𝐺𝑜𝑣 * 𝐹𝐷𝐼)  

Lastly, the instrumental variable analysis was used to build upon the results of the OLS model

and determine whether countries that have a higher value of FDI stock contribute more peacekeeping

troops to missions. Given the first-stage results of the IV analysis, (see Appendix A), regional FDI

appeared to fulfill the relevancy condition for instrumental variables, as the coefficients on regional FDI

were significant at the 1% level. However, regional FDI may not fulfill the exogeneity condition for

instrumental variables; countries are likely interested in sending peacekeepers to promote stability in

regions in which they have FDI stock in fear of conflict spillover. As such, regional FDI may influence

peacekeeping contributions outside of its influence on bilateral FDI stock, resulting in a correlation

between the instrumental variable and the error term. Coupled with the result that the instrument

(regional FDI) does not perfectly correlate with the regressor of interest (bilateral FDI), there is potential

for large inconsistencies in the IV model estimates (Bound et al., 1995). As such, the results from the

OLS model are prioritized over those from the IV model for assessing the relationship between FDI

stock and peacekeeping contributions as a continuous variable. The second-stage regression for the IV

analysis followed the same model as equations (5) and (6).

Part VI: Results

This paper tests the effects of bilateral foreign direct investment stock on peacekeeping

contributions. First, a logit model is used to test the relationship between FDI stock and the decision that

countries make to send peacekeeping contributions to host countries. Peacekeeping contributions, in the

logit model, is observed as a binary variable (1 if the country contributed troops, 0 otherwise). Second,
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an ordinary least squares multiple regression model is used to determine whether the value of FDI stock

is associated with the number of troops a country contributes to the host state. To confirm these results,

an instrumental variable regression is used to determine whether countries with higher FDI stock

contribute more peacekeepers than those with lower FDI stock. All models also use the interaction

between a binary democracy variable and FDI stock to analyze the potential for different relationships

between the two variables of interest for democracies and autocracies. These results are split up by year

and are reported below.

Year 1 Results

Table 4 (see below) contains the logit analysis for year 1 of the peacekeeping mission. Column

(1) represents the results for the basic logistic model before controlling for confounding variables. There

exists a statistically significant relationship at the 5% level between FDI stock and peacekeeping

contributions. The FDI estimator has a positive coefficient, consistent with the theory that higher

amounts of bilateral FDI are associated with a higher likelihood of a country contributing any

peacekeeping troops to a certain mission.

Column (2) represents the results for the logit model that includes control variables; while the

result is no longer significant at the 5% level, it remains statistically significant at the 10% level.

Consistent with Hypothesis (1), there appears to be a positive association between bilateral FDI and the

likelihood of peacekeeping contributions in the first year of the peacekeeping mission. In addition, the

coefficients and significance levels of the control variables are consistent with previous research.

Colonial relationship, host mineral reserves, and contributor population are all statistically significant at

the 5% level and have positive coefficients, which is in line with research that indicates that each of

these are incentives for countries to contribute troops. Similarly, the estimators for democracy score and

host oil/gas reserves display positive coefficients, although without significance. On the other hand,
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Table 4: Logit Model Results for Year 1
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the estimators for GDP and distance between countries have negative coefficients at the 5% significance

level, which aligns with research that indicates that smaller countries are more likely to donate troops

and that countries closer to conflict zones are also more likely to donate troops.

Column (3) uses an interaction variable to determine whether there is a different relationship

between FDI and the decision to contribute peacekeepers for democracies or autocracies. The coefficient

on the interaction term is negative but is not statistically significant. The results indicate that while

consistent with Hypothesis (3), authoritarian countries may be more likely to deploy peacekeeping

troops in conflict zones to protect FDI, this relationship is not significant and requires further study.

There is a growing base of research that indicates that autocrats may prefer to protect their economic

interests in foreign nations through unilateral intervention, rather than multilateral peacekeeping

operations (Weiner, 2020). However, given the theory that the marginal cost of sending additional

peacekeepers is lower for autocracies, the coefficient on the democracy interaction term is more likely to

be statistically significant in the OLS model where peacekeeping is viewed as a continuous variable.

The next set of results are contained in Table 5 (see below) and are generated from the multiple

linear regression model that analyzes both FDI stock and peacekeeping contributions as continuous

variables through an inverse hyperbolic sine transformation. Column (1) contains the results for a simple

linear regression between FDI stock and peacekeeping contributions. Consistent with Hypothesis (2), the

coefficient on the FDI estimator is positive and statistically significant at the 5% level, indicating that

there is a positive and significant association between the value of FDI stock and the number of

peacekeeping troops contributed to a host country. Column (2) includes the control variables in a

multiple linear regression, and the effect of FDI stock on the number of peacekeeping contributions is no

longer statistically significant.
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Table 5: OLS Model Results for Year 1



Shankar 26

This result is explained by Column (3), which includes the interaction term to measure the effect

of democracy on the relationship between value of FDI and number of peacekeeping contributions. In

this complete regression, the coefficient on the FDI regressor is positive and statistically significant at

the 5% level, when controlling for the democracy interaction term. These findings lend support to

Hypothesis (2) that the value of FDI stock is associated with the number of troops contributed to host

countries, but the relationship between the value of FDI stock and peacekeeping contributions must be

analyzed in the context of the contributing country’s regime type. Given the negative coefficient on the

interaction term that is significant at the 5% level, there is a far stronger positive relationship between

FDI stock and peacekeeping contributions for autocracies; the added effect of a contributing country

being democratic is to decrease the magnitude of the positive effect that FDI stock has on the number of

peacekeeping contributions. As such, the findings lend support to Hypothesis (4) that authoritarian

countries are more likely to contribute peacekeeping troops commensurate with the value of their FDI

stock in the host country.

The final set of results for year 1 are contained in Table 6 (see below), based on the instrumental

variable regression of peacekeeping contributions on FDI stock. The IV regression results indicate that

there is no significant relationship between the value of a country’s FDI stock in the host country and the

number of peacekeeping contributions committed to the host country, even when employing control

variables and the democracy interaction term. The results of the IV regression cast doubt on Hypothesis

(2) and (4) surrounding the relationship between the value of FDI stock and the number of peacekeeping

contributions. However, given the limitations of the IV model outlined in Part V, these results are

viewed with secondary importance to the OLS model.
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Table 6: IV Model Results for Year 1
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Year 2 Results

Table 7 (see below) contains the logit regression model for year 2 of the peacekeeping mission.

Given that the theory suggests that UN peacekeeping missions are often most effective at reducing

violence during their first year, differences in the strength of the relationship between FDI and

peacekeeping contributions may provide some insight on whether countries are more interested in

sending peacekeepers to protect their investments by promoting stability (stronger relationship in first

year) or by currying favor with host governments (stronger relationship in second year), or both

(significant relationship in both years). Columns (1) and (2), which represent the logistic model before

and after adding control variables, respectively, show very similar results to the year 1 results: the

coefficient on FDI is significant at the 10% level when accounting for control variables, confirming

empirical support for Hypothesis (1) that FDI stock influences the willingness of a country to donate

troops to peacekeeping missions.

Column (3) includes the interaction term for democracy within the logit model. Like the year 1

results, the results indicate that although negative, there is no significance for the coefficient on the

interaction term, even at the 10% level. As such, it cannot be concluded that autocracies display a

stronger relationship between FDI stock and the decision to contribute peacekeepers to host countries in

both year 1 and year 2 of the peacekeeping mission. However, this relationship appears significant for a

country’s decision surrounding the number of peacekeepers to contribute based on the value of FDI

stock.
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Table 7: Logit Model Results for Year 2
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The next set of results are contained in Table 8 (see below) and comes from the multiple linear

regression model for year 2. Column (1) contains the results for the simple linear regression model. The

coefficient for FDI stock is statistically significant at the 1% level, indicating that, much like in year 1,

there is a significant association between the value of FDI stock and number of peacekeeping

contributions when contributions are measured as a continuous variable. Column (2), also similar to year

1, includes the control variables in a multiple regression. It appears that the effect of FDI on

peacekeeping contributions is not significant, necessitating the addition of the democracy interaction

term. Column (3) displays results consistent with year 1 results; both the coefficients on the FDI

regressor and the democracy interaction term are significant at the 5% level, indicating that the level of

FDI is indeed associated with the number of peacekeeping troops contributed to a mission, but this

relationship is stronger for autocracies. Therefore, Hypotheses (2) and (4) appear supported.
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Table 8: OLS Model Results for Year 2
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Table 9 (see below) reports the year 2 results of the IV regression of peacekeeping contributions

on FDI stock, without and with control variables included. As in the year 1 IV regression, there appears

to be no significant relationship between FDI stock and peacekeeping contributions when regional FDI

is used as the instrument for bilateral FDI stock and peacekeeping contributions are measured as a

continuous variable. However, the signs on the coefficients of both the FDI regressor and the democracy

interaction term are the same as in the OLS model. Unfortunately, there are still similar concerns

regarding the utility of the instrument as detailed in Part V.
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Table 9: IV Model Results for Year 2
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Taken together, there is significant support for Hypothesis (1) that, based on the logit model,

countries with FDI stock in host countries are more likely to contribute peacekeepers to UN missions in

those host countries. Based on the results of the OLS model, there is also support for Hypothesis (2) that

countries are more likely to contribute a greater number of troops commensurate with greater values of

FDI stock in the host country, when controlling for the democracy interaction term. However, it is

critical to analyze this relationship in the context of whether the contributing country is a democracy or

an autocracy. The coefficient on the democracy interaction term is significant and negative for both year

1 and year 2, indicating strong support for Hypothesis (4) that the relationship between the value of FDI

stock and number of peacekeeping contributions is stronger for autocracies. Given that the relationships

illustrated by both the logit and OLS model are significant for both year 1 and year 2, it is clear

countries are interested in using peacekeeping troops as a mechanism to both reduce conflict in year 1 of

the mission and maintain a positive relationship with the host country by contributing in year 2 as well.

As such, Hypothesis (3) is well-supported.

Part VII: Conclusion

Empirical results show that countries are indeed influenced by their FDI stock in host countries

when deciding on whether to contribute peacekeeping troops to UN missions. This relationship holds

when peacekeeping contributions are measured as a continuous variable through the OLS model;

countries with higher values of FDI stock send a greater number of peacekeeping troops to host

countries, especially autocracies. The effect of FDI stock on peacekeeping contributions is similar for

both year 1 and year 2 of the peacekeeping mission. The IV model casts some doubt on these results, but

concerns about regional FDI’s exogeneity to other determinants of peacekeeping indicate that the

instrument may not be useful in determining the relationship between FDI and peacekeeping

contributions.
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The results reveal two important conclusions about the relationship between FDI stock and

peacekeeping operations. First, a country’s likelihood of contributing peacekeeping troops to a UN

mission is likely related to their investment in the host state. As such, this paper makes a significant

contribution to the literature on the economic determinants of peacekeeping contributions, being one of

the first analyses to relate FDI to peacekeeping efforts. Second, countries seemingly use peacekeeping

contributions both to enhance stability in the host state and to maintain a favorable relationship with the

host state, given the similarity between year 1 and year 2 results. This paper thus adds to the growing

body of literature that suggests different mechanisms through which peacekeeping and military

intervention can protect a country’s economic interests abroad.

However, there are two important limitations of this paper. First, given that UNCTAD no longer

produces FDI statistics related to bilateral flows between individual countries, the FDI data used in this

paper is likely not representative of current FDI stocks between countries. Given the growing

importance of FDI in the global economy and in state decision-making, further research should be

conducted with, if made available, more recent FDI data. It is likely that similar results to this paper will

hold in future research, but this conclusion must be verified. Second, there may be a stronger

instrumental variable than regional FDI that can be used to create independent variation in FDI stock. As

indicated in Part V, regional FDI may influence peacekeeping contributions outside of its influence on

bilateral FDI stock; countries could be more likely to send peacekeepers to countries if they have

regional economic interests at stake. Combined with the imperfect correlation between regional FDI and

bilateral FDI stock, the IV model used in this paper is subject to concerns surrounding inconsistency.

While some studies have used an instrumental variable approach to account for differences in FDI, these

studies have most often studied total FDI inflow for countries, rather than bilateral FDI stock between

two specific countries (Burns, 2017, Gao, 2004). The latter measurement is more difficult to
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conceptualize, and thus requires further study. A stronger instrument for bilateral FDI would further

address endogeneity concerns in the growing literature surrounding the economic determinants of

peacekeeping contributions.

UN peacekeeping missions are understaffed and overstretched. Uncovering the determinants of

peacekeeping troop contributions, which are voluntary, is critical to understanding which missions are

likely to be properly staffed and, as such, more likely to be successful. With states primarily contributing

to peacekeeping based on their own self-interests, FDI stock becomes an important predictor of whether

a country will contribute troops to missions, and especially for autocracies, how many troops the country

will contribute. As UN peacekeeping has become the preeminent form of multilateral conflict resolution

worldwide, the relationship supported by the results in this paper reveals a dilemma for UN

peacekeeping. Missions in host countries that have more FDI partners may benefit from greater

multilateral support and conflict resolution efforts. However, host countries without significant FDI

instock, already at risk of chronic underdevelopment, may also be at risk of being abandoned by the

international community in their efforts at conflict resolution.
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Appendix A: First-Stage IV Regression Results
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