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ABSTRACT

Relevance. Over the past three decades, the Asia-Pacific region has attracted
more than half of the world’s foreign direct investment (FDI), most of it stay-
ing within the area. Trade and economic agreements designed to lower barriers
have played a key role in attracting FDI across the region. However, research on
the effects of these agreements is limited and often focuses on individual econ-
omies. Given the area’s economic diversity, the long-term impact of such agree-
ments on FDI inflows, as well as how these effects compare with global trends,
remains unclear.

Research Objective. The study aims to provide quantitative estimates of the
long-term impact of trade and economic agreements on accumulated FDI in-
flows in the Asia-Pacific region.

Data and Methods. The study uses a structural gravity model with panel data
on bilateral FDI flows between Asia-Pacific countries for 1992-2023. The de-
pendent variable was compiled from international and national databases. Es-
timates were obtained using the Poisson pseudo-maximum likelihood method.
Results. The long-term positive direct effect of agreements came primarily
from extended free trade zones (FTA+), which increased FDI inflows by 35 %.
Other trade agreements had little direct effect, while bilateral investment agree-
ments actually restrained FDI inflows. The study also found the following accu-
mulated effects: FTA+ and investment agreements boosted FDI inflows by 37 %
and 16 %, respectively, whereas trade agreements without provisions to facili-
tate FDI reduced inflows by 59 %.

Conclusions. In their investment interactions Asia-Pacific countries adopt dif-
ferent long-term strategies. Some promote FDI through FTA+ and investment
agreements, in line with global patterns, while others limit foreign capital via
trade agreements that lack measures to reduce FDI barriers.
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IIpaMbie THOCTPAHHbIE HHBECTUIIUU
B CTpaHbI A3MaTCKO-TUX00OKEeaHCKOro peruoHa:
AOJITOCPOYHOE BJINAHNE TOPrOBO-3KOHOMUYECKHUX cOIIallleHUu
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AHHOTAILIUAA

AKTyambHOCTD. 3a TOC/IeTHNe TPU HecATIWIeTUs A3MaTcKo- TMXooKeaHCKUi
peruoH ImpuBieK 60ree MOMTOBMHBI MUPOBBIX IPSIMBIX MHOCTPAHHBIX MHBe-
ctuiuit (ITM), 6onplias 9acTh KOTOPBIX OCTANACh B pernoHe. TOProBo-sKo-
HOMMYECKIME COTIAleHNs], HallpaB/ieHHble Ha CHIDKEHME 6apbepoB, ChIrpann
K/II04eBy10 ponb B mpusnedeHuu 11V B pernon. OfHaKo uccnefoBaHNsA BIN-
SHUA 5TUX COIVIALIeHUI OTPaHMYeHbl M YaCTO COCPElOTOYEHDI Ha OTAE/IbHbBIX

© Izotov D. A., 2025

R-ECONOMY J

Online ISSN 2412-0731

KJIFOYEBBIE CJIOBA

HpsIMble MIHOCTPAHHbIE IHBECTH-
LMV, MHTET ALV, TOPTOBbIE CO-
IJIAIIeHIS, MHBECTUIVIOHHbIE CO-
DIallleHVs, IpsAMOit 9 dexT

r-economy.com



http://r-economy.com

R-ECONOMY, 2025, 11(4), 444-462

doi 10.15826 /recon.2025.11.4.024

9KOHOMUKAX. YUUTbIBas SKOHOMUYECKOe Pa3HOOOpasye peruoHa, Joarocpoy-
HO€ B/IMsAHME TaKUX cornamennii Ha mputok IV, a Takxe cpaBHeHME 3TOTO
BIIMSAHMA C MYPOBBIMY T€H/I€HIUAMM, OCTAIOTCS HEeSCHBIMU.

Henp uccnemoBanmd. Llenp uccnemoBannsa — HaTh KOIMYECTBEHHYIO OLIEH-
KY JI0/ITOCPOYHOTO BAMAHMA TOPrOBO-3KOHOMMYECKUX COIVIAIIEHMI Ha HAaKO-
nneHHb puTokK 1MV B AsnaTcko-TxookeaHCKOM peryoHe.

Jannble u MeTOAbI. B MccnenoBanmum UCIIONb3yeTCA CTPYKTYPHAs IpaBUTAlIN-
OHHAasl MOJIe/Ib C MAHENbHBIMY JAHHBIMM O JBYCTOPOHHMX IOTOKaX IPAMbIX
nHocTpanHbix naBecTumit (IIMNM) mexay crpanamu Asmatcko-TrnxookeaH-
CKOTO pernona 3a 1992-2023 roppl. 3aBUCKHMas epeMeHHas ObUTa COCTaBIIe-
Ha Ha OCHOBe MEXJYHApOHBIX J HAallMOHA/IbHBIX 6a3 HaHHbIX. OLleHKM HO/y-
YeHBI € JICIIO/Ib30BaHMEM MeTO/A IICEBOMAKCHMaIbHOTO IpaBRonofobms Ily-
accoHa.

Pesynprarbl. [J0/Ir0CpOYHBIIL TTOJIOKUTEIBHBII NIPAMOI 9 (PeKT CoIalieHmi
6bL1 06yC/IOBIEH, ITTABHBIM 00pa3oM, paciipeHneM 30H CBOOOIHOI TOPrOBIN
(3CT+), uro yBenmuuno nputok [TV 1a 35 %. [Ipyrue Toprosble COIIaleHNsI
OKa3ajy He3HAauMTe/IbHOE IIPsAMOE BIMAHMUE, B TO BpeM: KaK [IByCTOPOHHNE
VHBECTUIVMOHHBIE COIIalleHNs (pakTudeckn orpaHnymnm npurok TN, Vc-
CllefOBaHMe TAaKXKe BBIABIIO CIeAyoupe KymyasTusHble addexror: 3CT+
U VHBECTULMOHHBIE cornamennsa ysemmanuay nputok IV Ha 37% n 16 %
COOTBETCTBEHHO, TOTZla KaK TOProBbIe COITAIEHNS 6e3 ION0XeHUI, CII0C006-
crByromux npusnedennio IIMN, cokpatunm nputok Ha 59 %.

BriBoppl. B cBoeM MHBeCTULIMIOHHOM B3aMMOJEICTBUY CTPaHbl A3uaTcko-Tu-
XOOK€aHCKOI'0 perMoHa IPUIEeP>KMBAIOTCA Pa3IN4HbIX JOITOCPOYHBIX CTpaTe-
ruit. HekoTopbsle cTpansl ctumynupyiot [TV nocpenctsom 3CT+ 1 nuBecTH-
I[MOHHBIX COTTIALIIEHNIA, C/Iefiysl MUPOBBIM TeHJEHIIUAM, B TO BpeMsI KaK pyrue
OTPaHMYMBAIOT MHOCTPAHHbIN KallUTa IOCPEICTBOM TOPTOBBIX COITIAIIEHMIA,
B KOTOPBIX OTCYTCTBYIOT MEpBI 110 CHIDKeHUI0 6apbepos s [TV

TOPrOBO-3KOHOMUYECKIX COITIA-
IIeHNIT, KyMY/IATUBHBIN 9 deKT
TOPrOBO-3KOHOMUYECKIX COITIA-
meHuit, AsuaTcko-Tnxookean-
CKIII PETVIOH

AJIA IIMTUPOBAHUA

Izotov, D. A. (2025). Inbound
foreign direct investment in
Asia-Pacific countries: the long-
term impact of trade and eco-
nomic agreements. R-Economy,
11(4), 444-462. doi: 10.15826/re-
con.2025.11.4.024

A XIMEEZRE - BEIMENKERIR

REIER <

BRI ZRER D REFHRRAT , IREZ XA , fZHr , BBFE : 1< izotov@ecrin.ru

e

SN : A=+, WAMIRIES | 72— A0S EEER s
(FDI) , HFASH AL BEZIK, SERERSERNEFRSMN
TE1EIR 3| FDISELRIE T XRIER, 24T , X XL R mHsE
B, BEERETFRMNEGHA, STRNRFEREN , e
FDIANGHKERRIN | LURSREIN S S BREAAOLAER | 305%,
HREHT : ZHRNENERNE RS FNETTABX Rt EEE
BT NHHE AR,

BB | AHISRAGIEIDEE , FIFLI92GE2023E AN
X EREUDINEEEIRE (FDI) mEBNERAE, FTRIEE
FEITIERSIRE, ZiaERRAERRRA AR BISHA,
WRISE | KRR E RN T BT OHERX (FTA+
) A, ESNEIETRER Y ((FDI) MBI T 35 %, ESRBY
FIET IR/ R, TOIR M NSERR BRI T FDIRA, WA
BRI T LA REVHAL : FTA+HIIREIES SIS EERHG A A B
T 37 %FIL6% , MkBS{BHINEERRARRNR BN ENER
ANERDT59%.

50 : ERATNAE , TANRKESERNT FRNKHKE, —L
ERGESIES B D RRBNE R AN ERASINE SR
7 | MR —LERNRE R EE e A 200 , SRS NE
IR E A,

445

o~/

Online ISSN 2412-0731

Xigi

SrEERRE. —iKMt. B3
e, IREME. BABLETH
ERERN, BBE5HE
SER TR : 1524

#51R

Izotov, D. A. (2025). Inbound
foreign direct investment in
Asia-Pacific countries: the long-
term impact of trade and eco-
nomic agreements. R-Economy,
11(4), 444-462. doi: 10.15826/re-
con.2025.11.4.024

r-economy.com



http://r-economy.com

R-ECONOMY, 2025, 11(4), 444-462

doi 10.15826 /recon.2025.11.4.024

446

Introduction

Cross-border investment is central to today’s
global economy, which makes it essential to ex-
amine the factors that shape foreign direct in-
vestment (FDI)'. Among the various theories of
FDI? Dunning’s paradigm (1981) is the most rec-
ognized for its integrative perspective. It suggests
that a company’s decision to invest abroad rests on
three advantages: ownership, location, and inter-
nalization. The first advantage entirely depends on
the characteristics of the investing company, while
the second and third depend on the specific polit-
ical and economic conditions in the host country
(Gastanaga et al., 1998). There are some differenc-
es between the economic effects of outgoing (out-
flow) and incoming (inflow) FDI. Effects of out-
going FDI primarily benefit certain segments of
a national economy’s corporate sector, allowing
companies to access foreign markets, reduce over-
all costs, and increase the competitiveness of their
goods or services (Faeth, 2009). In contrast, in-
coming FDI produces a wide range of effects: it
expands market capacity, encourages the setup of
new production facilities with a strong export ori-
entation, enables access to advanced foreign tech-
nologies, and helps raise employment and house-
hold incomes (Hassan, 2022).

Location and internalization advantag-
es influence the dynamics and structure of FDI
through factors such as market size, production
costs, and the political and economic risks of host
countries (Faeth, 2009). Since capital flows con-
tribute to global welfare and expand international
trade (Anderson, 2017), attracting FDI becomes a
key objective of national economic policy. In this
context, governments, particularly in developing
countries, face the task of creating long-term con-
ditions that make their economies more attractive

! Foreign direct investment (FDI) refers to actions car-
ried out by a resident of a foreign economy (the direct inves-
tor or parent company) with the aim of establishing a long-
term interest in an enterprise that is a resident of the domestic
economy (the enterprise receiving the investment or its foreign
subsidiary). A long-term interest implies the existence of sus-
tained relationships between the foreign direct investor and the
enterprise. It is generally considered that owning more than
10% of an enterprise’s equity is sufficient for a foreign inves-
tor to exert influence over its management. For more on this,
see: Foreign direct investment: Inward and outward flows and
stock. Retrieved from: https://unctadstat.unctad.org/datacen-
tre/dataviewer/US. FdiFlowsStock (date of access: 01.02.2025).

% Neoclassical, monetary, and institutional approaches,
transaction cost theory, and others.
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to investors®. One effective way to achieve this is
by lowering barriers to foreign capital, for exam-
ple through trade and economic agreements de-
signed to stimulate investment and support eco-
nomic growth.

It should be noted that the Asia-Pacific re-
gion (APR), of which Russia is a part, is the largest
sub-global economy, accounting on average for
about 60 % of global GDP in 1992-2023, up from
55% in 1992 (USD 14 trillion) to 63 % in 2023
(USD 66.6 trillion)*. The APR includes more than
50 countries and economic territories, including
some of the world’s largest economies (the USA,
China, and Japan)°. APR countries have received
a significant development boost through bilater-
al and multilateral integration agreements that
reduce barriers to economic interactions. In the
context of this study, three major groups of trade
and economic agreements can be distinguished:
bilateral investment agreements; advanced trade
agreements containing provisions to simplify FDI
flows; and other trade agreements that do not con-
tain such provisions (Larch et al., 2023). One of
the key aspects of economic interactions among
APR countries has been the exchange of FDI, a
factor that has grown increasingly significant over
time. Indeed, over the past three decades, the APR
has accounted for more than half of the world’s
accumulated FDI inflows.

This study aims to provide a long-term assess-
ment of the impact of trade and economic agree-
mentsonaccumulated FDIinflowsinthe APR. The
research algorithm comprises the following tasks:
1) analyzing the dynamics of accumulated FDI
and trade and economic agreements in the APR;
2) compiling the dataset and selecting the eval-
uation methodology; and 3) assessing the long-
term impact of trade and economic agreements

* Support for FDI outflows is practiced by a small num-
ber of relatively large open economies with a developed corpo-
rate sector.

* World Economic Outlook Database/IME Retrieved
from: https://www.imf.org/en/Publications/ WEO/weo-data-
base/2025/april (date of access: 01.06.2025).

* During this period, the contribution of countries to the
region’s total GDP changed, mainly due to the rapid growth
of China, Southeast Asian countries (SEA), and other coun-
tries in the APR (including Russia), as well as a recession in Ja-
pan’s economy. In 1992, China accounted for 4 % of the region’s
total GDP, Southeast Asian countries 3 %, Japan 29 %, the USA
47 %, and Russia 1 %. By 2023, China’s share had risen to 27 %,
Southeast Asian countries to 6 %, Japan had fallen to 6 %, the
USA accounted for 42 %, and Russia 3 %.

r-economy.com

Online ISSN 2412-0731


http://r-economy.com

R-ECONOMY, 2025, 11(4), 444-462

doi 10.15826 /recon.2025.11.4.024

447

on FDI inflows in the APR. This study covers the
period from 1992 to 2023.

Theoretical Framework

Over the past two decades, structural gravi-
ty models have greatly advanced our understand-
ing of the factors driving global trade and invest-
ment (Larch et al., 2023; Kleinert et al., 2010).
Quantitative estimates of FDI flows, including
for the Russian economy (Drapkin et al., 2023),
highlight the influence of political and econom-
ic risks (Osabuohien-Irabor et al., 2022; Vasilyeva
etal., 2021), gravity factors (Aiyar et al., 2024; Ben
Belgacem et al., 2024), and trade and economic
agreements. Research shows that bilateral invest-
ment agreements tend to have a neutral effect on
FDI flows worldwide (Osnago et al., 2016; Larch
et al., 2023), while advanced trade agreements
have a positive, stimulating effect (Kox et al.,
2019). Overall, these findings underscore the im-
portance of comprehensive liberalization of trade
and economic interactions and the reduction of
risks to facilitate seamless global FDI flows.

The study of investment exchange dynam-
ics revealed that a sustained decline in risks, to-
gether with broader economic freedoms, promot-
ed FDI inflows into Asia-Pacific countries (Izo-
tov, 2024). Trade growth in the region, driven by
FDI and the openness of economies under rele-
vant agreements, points to the link between cap-
ital flows and the movement of intermediate
goods in “vertical” trade networks in East Asia
and between the United States and Mexico (Fukao
et al., 2003; Blair, 2017). Outward FDI flows from
leading Asia-Pacific countries in East Asia were
boosted by capital account liberalization and by
higher levels of economic freedom in host econ-
omies (Le et al., 2021; Akhtaruzzaman, 2023; Pan
et al., 2022). In East Asia, FDI primarily flowed
from high-tech to medium-tech economies, con-
sistent with the “flying geese” model, which sug-
gests that technologies and capital move between
economies at adjacent, rather than identical, lev-
els of the technological ladder (Petri, 2012).

Research on the influence of trade and eco-
nomic agreements on FDI inflows in the APR has
so far been limited and usually focused on individ-
ual countries. For instance, gravity model estimates
show that advanced trade and economic agree-
ments with foreign partners increased FDI in-
flows into China (Yue et al., 2023) and Southeast
Asia (Wahyuningsih, 2021; Duong et al., 2020)
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while bilateral investment treaties encouraged out-
ward FDI from Japan (East..., 2019, p. 31).

A key limitation of these studies is that they
overlook the impact of globalization. This omis-
sion is important because globalization can sig-
nificantly distort assessments of how trade and
economic agreements actually affect FDI inflows
(Izotov, 2023). Another gap is the lack of atten-
tion to delayed or accumulated effects, which are
particularly relevant in the long term. Given the
diversity of APR economies, it remains unclear
whether trade and economic agreements ulti-
mately restrain, stimulate, or have little effect on
long-term FDI inflows. What is missing is a com-
prehensive assessment that accounts for econom-
ic diversity, delayed effects of agreements, and the
distorting role of globalization.

Evidence from the global economy (Larch,
2023) suggests that, over time, investment and ad-
vanced trade agreements have generally stimu-
lated FDI inflows in the APR. In contrast, trade
agreements without provisions to facilitate FDI
tended either to have no effect or to restrain in-
flows. This study aims to provide a long-term as-
sessment of both the direct and cumulative effects
of different types of trade and economic agree-
ments on FDI inflows in the region, taking into
account the diversity of its economies and iso-
lating the influence of globalization. The results
of such assessments depend on the type of FDI
data used — cumulative or flow values (Baltabaeyv,
2014)°. This study relies on cumulative FDI val-
ues, which are less volatile and contain far fewer
zero or negative entries than flow values, making
them more reliable for analysis (Kox et al., 2020;
Larch et al., 2023).

FDI and Trade and Economic Agreements
in the Asia-Pacific Region

On average over the period, the cumula-
tive value of FDI inflows into Asia-Pacific coun-
tries grew 20.8 times in current prices — from
USD 1,330 billion in 1992 to USD 27,719 bil-
lion in 2023. In the same period, these coun-
tries’ share of global FDI increased from 53.3 % in
1992 to 56.4 % in 2023 (Fig. 1).

¢ FDI flows represent transactions recorded during the
reporting period, which consist of equity acquisitions or dis-
posals, reinvested earnings, and intercompany debt. Cumula-
tive FDI refers to the total accumulated value of FDI recorded
at the end of the reporting period.
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Figure 1. Accumulated inflows of FDI in Asia-Pacific countries: Absolute and relative indicators

Source: ~ FDI  Bilateral  Statistics. = UNCTAD. Retrieved =~ from:  https://unctad.org/en/Pages/DIAE/FDI %20
Statistics / FDI-Statistics-Bilateral.aspx (date of access: 14.06.2017); FDI database. UNCTAD. Retrieved from: https://unctad.
org/fdistatistics (date of access: 01.02.2020); Foreign direct investment: Inward and outward flows and stock. Retrieved from:
https://unctadstat.unctad.org/datacentre/dataviewer/US. FdiFlowsStock; OECD FDI Flows. Retrieved from: https://www.
oecd.org/en/data/indicators/fdi-flows.html; Foreign Direct Investment Statistics: Data, Analysis and Forecasts. Retrieved
from: https://mneguidelines.oecd.org/statistics.htm; OECD International Direct Investment Statistics. Retrieved from:
https://www.oecd.org/en/publications/oecd-international-direct-investment-statistics_2307437x.html; IMF Coordinated
Direct Investment Survey (CDIS). Retrieved from: http://data.imf.org/?sk=40313609-F037-48C1-84B1-E1F1CE54D6D5;
Foreign Direct Investment Trends and Statistics. IMF. Retrieved from: https://www.imf.org/en/Publications/SPROLLs/direct-
investment#sort= %40imfdate %20descending; CEIC Database. Retrieved from: https://www.ceicdata.com; Statistics of
Foreign Direct Investment in ASEAN. Stocks of Inward Foreign Direct Investment (FDI) at year-end, by source country.

Retrieved from: https://data.aseanstats.org/fdi-by-hosts-and-sources-stock (date of access: 01.03.2025).

Between 1992 and 2000, the APR’s share of
global FDI rose, reaching a peak of 61 percent.
From 2001 to 2008, however, it declined, reflect-
ing both the accumulation of foreign direct cap-
ital within the European Union and growing in-
vestment in other economies, including transit
hubs. Afterward, the share of Asia-Pacific coun-
tries in global FDI tended to grow again, with the
exception of episodes tied to the pandemic and
heightened geopolitical risks in the early 2020s.
The main Asia-Pacific economies accumulating
FDI were the United States, China, ASEAN mem-
ber states’, Hong Kong, Canada, Australia, and
Mexico, which together accounted for more than
90 % of the region’s inflows®. Inward FDI was driv-
en primarily by intra-regional flows, that is, in-
vestment within the Asia-Pacific itself. The val-

7 Brunei, Vietnam, Indonesia, Cambodia, Laos, Malaysia,
Myanmar, Singapore, Thailand and the Philippines.

8 The United States and China accounted for more than
60 % of the total FDI inflows into the Asia-Pacific.
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ue of these FDI flows grew 21.3 times in current
prices — from USD 946 billion in 1992 to USD
20,156 billion in 2023. On average, over 71% of
FDI inflows into the region came from intra-re-
gional sources, although since 2012 the share of
extra-regional FDI in the Asia-Pacific has shown
an upward trend.

It should be noted that since the early 1970s,
the Asia-Pacific region, led by Japan, has pur-
sued the “flying geese” strategy, which encour-
aged “vertical” trade by directing FDI toward
East Asian countries with lower labor costs.
From the second half of the 1980s onward, Ko-
rea, Taiwan, and Singapore also became import-
ant FDI donors in the region through production
cooperation®. The strategy relied, among oth-
er things, on reducing various barriers that had
constrained trade in intermediate goods and the

° At the same time, the share of these countries in FDI in-
flows was small (less than 2 %), since their economies relied on
the capital of their own corporate sector.
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Figure 2. Number of trade and economic agreements in the Asia-Pacific, cumulative total

Note: 1 — Bilateral investment treaties; 2 — Trade agreements without provisions on facilitating FDI;
3 — Trade agreements with provisions on facilitating FDI.

Source: Regional trade agreements notified to the GATT/WTO and in force. Retrieved from: https://rtais.wto.
org/Ul/publicPreDefRepByCountry.aspx; Deep Trade Agreements database 2.0 (vertical depth). Retrieved from:
https://datatopics.worldbank.org/dta/table. html; International Investment Agreements Navigator. Retrieved from:
https://investmentpolicy.unctad.org/international-investment-agreements/by-economy (date of access: 01.02.2025).

exchange of direct investment between Asia-Pa-
cific countries, often through trade and econom-
ic agreements. Other Asia-Pacific economies
also entered into bilateral and multilateral agree-
ments of this kind.

As a result, by the early 1990s, two types of
trade and economic agreements were in prac-
tice in the region: bilateral investment treaties
(hereafter investment agreements), and pure-
ly trade agreements without provisions facilitat-
ing FDI exchange — namely, partial-scope trade
agreements (PSAs)', free trade areas (FTAs)',
and customs unions (CUs) ' In effect, up to that
point, liberalization of trade and investment in
the Asia-Pacific region had not been synchro-
nized. After most Asia-Pacific countries joined the
WTO in 1995, trade liberalization experienced a
brief period of stagnation, even as investment
agreements continued to expand. From the ear-
ly 2000s onward, extended free trade agreements
(FTA+) became increasingly common. Alongside

1 Under partial-scope trade agreements (PSAs), coun-
tries reduce tariff barriers on specific groups of goods.
! Free trade areas (FTAs) involve reducing tariff and

non-tariff barriers, while allowing countries to determine their
own trade regimes with third countries.

12 Customs unions (CUs) require member states to intro-
duce a common external tariff and a unified system for regulat-
ing non-tariff measures toward third countries.

R-ECONOMY 4

liberalizing goods and services, they also encour-
aged capital market integration, particularly in
direct investment. In this respect, the Asia-Pa-
cific saw a comprehensive reduction of barriers,
both in trade in goods and services and in the ex-
change of FDI (Fig. 2).

In sum, the Asia-Pacific, like the global econ-
omy, featured three main types of trade and eco-
nomic agreements: investment agreements and
trade agreements that either lacked or contained
provisions to support FDI exchange. In the sec-
ond half of the 2010s, the operation of some in-
vestment agreements in the region was suspend-
ed, as participating countries signed FTA+ agree-
ments that included FDI provisions. Nevertheless,
investment agreements in the Asia-Pacific re-
mained quite numerous and were usually con-
cluded between countries that had not established
trade agreements with each other.

It should be noted that, within the region, Rus-
sia has concluded an advanced trade agreement
with FDI facilitation provisions only with Vietnam,
which shows the lack of explicit Russian demand
for integration with other Asia-Pacific countries.
Before large-scale Western sanctions, and assum-
ing interest in sub-global integration, such agree-
ments could have helped maintain investment co-
operation with countries the Russian government
regards as “friendly”. Russia has also signed invest-
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ment agreements with 12 Asia-Pacific countries®,
most of them friendly, though they mainly serve as
recipients of Russian FDI, except for China.

Methods and Data

The general theoretical model of FDI ex-
change between countries can be presented as fol-
lows (Kox et al., 2020):

oY BY.

FDI, =(olj?’%, (1)

! J

where: FDI is the value of accumulated foreign di-

rect investment; i is the host country of FDI inflows;

j is the home country of FDI outflows; w is a param-

eter reflecting the openness of i and j to bilateral cap-

ital exchange'; Y’ is the size of economy (GDP) of i;

Y is the size of economy (GDP) of j; a > 0 and f > 0

are proportionality factors of the gravity relation-
ship; P, o Are multilateral resistance terms.

The parameters P, and I1 aggregate all bilat-
eral economic barriers (costs) faced by the FDI
host and home countries, respectively. Thus, P,
reflects multilateral resistance for the host coun-
try i, while IT reflects multilateral resistance for

J .
the home country j. P, and II, are expressed us-
ing a constant elasticity of substitution function to
aggregate and average all costs hindering FDI in-
flows, after weighting them by the size of the econ-
omy. As a result, the multilateral resistance for the
host country is represented as follows:

N[z ) Y e
P= Z(i] i , (2)
o)y
where: z_ signifies the costs arising from various
barriers in country i that affect FDI inflows from
country j; o is the constant elasticity of substitu-
tion between domestic and foreign investments
(o > 1); N is the number of economic partners;
and Y is the size of the world economy.

¥ Canada, Korea, Japan, Singapore, Vietnam, Mongolia,
Laos, China, Indonesia, Nicaragua, Cambodia and North Korea

"It w, =1, then market i is fully open to capital inflows
from j; if , = 0, then market i is completely closed to capi-
tal inflows from j. In theoretical model (1), this parameter is in-
troduced for simplicity. It captures how national borders act
as barriers to capital inflows, ranging from fully open to fully
closed. The degree of this barrier can be assessed either through
expert judgment or by analyzing the influence of both restric-
tive and supportive factors affecting FDI inflows.
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Thus, the multilateral resistance for the home
country is represented by the following expres-

sion:
1

(1—0‘) 1-o
N z . Y,
I, = Z[;’) 71 3)

i=1

where z, signifies the costs arising from various
barriers that affect capital outflows from j to i. The
costs reflected in the parameters z, and z;, may be
either symmetric (e. g., physical distance, fanguage
differences, etc.) or country-specific. All cost ele-
ments increase the expenses of cross-border capi-
tal exchange, with a key factor being the presence
or absence of alternative options for FDI*.

Other things being equal, the inflow of accu-
mulated FDI into country i from country j is pos-
itively influenced by the size of the interacting
economies. The larger the national economy, the
more it invests abroad, and the greater the num-
ber of consumers, firms, and industries that gen-
erate demand for foreign capital and related tech-
nologies brought in through FDI. Free FDI in-
flows into the national economy are hindered
by barriers. However, even when such barriers
are relatively low, investors’ decisions on wheth-
er to undertake FDI in a given country are de-
termined by alternative costs, which are weighed
when choosing the geographical direction of cap-
ital outflows. Relative costs of capital outflows also
arise in the home country j, for example, through
the introduction or abolition of special economic
rules for firms undertaking FDI abroad.

It should be noted that in structural gravity
models, which differ from traditional ones by ex-
plicitly incorporating unobservable indicators of
multilateral resistance, the estimation of dum-
my variables reflecting countries’ participation (or
non-participation) in trade and economic agree-
ments controls for inward and outward multilat-
eral resistance through exporter/importer-time
fixed effects, while all time-invariant bilateral costs
are captured by country-pair fixed effects (Yotov
etal., 2016). These provisions have greatly simpli-
fied estimating the effects of trade and investment

5 Tf, within the theoretical model, < 1 and Zi_< 1, then
P IT.
the relative costs are below the global avérage and do not hin-
der bilateral capital flows; otherwise, they impede FDI. In the
theoretical model, the combination of these costs and the sizes
of the economies determines whether country i is a preferred
destination for FDI inflows.
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agreements between countries (Larch etal., 2023),
as they eliminate the need to include economic
size as a dependent variable, thereby avoiding en-
dogeneity issues. This approach also accounts for
heterogeneity in the size of interacting economies,
as well as multilateral resistance and other mea-
sures of symmetric and country-specific costs.

Since cross-country investment interactions
often include a significant number of “zero” val-
ues, the relationship between accumulated FDI
and the conclusion of trade and economic agree-
ments was estimated using the Poisson pseu-
do-maximum likelihood (PPML) method. This
approach allows inclusion of zero values in the
dataset and avoids problems of heteroskedasticity
and model misspecification due to an incorrect-
ly chosen functional form (Kox et al., 2020). Em-
pirical estimates for trade (Larch et al., 2025; San-
tos Silva et al., 2011) and investment (Kox et al,,
2020; Larch et al., 2023) show that this method
provides asymptotically unbiased estimates even
when there are many zero observations, com-
pared to the log-linear form.

It is essential to include each country’s domestic
accumulated investments in the panel to obtain ac-
curate effect estimates. First, this allows us to control
for the diversion of investment flows from partner
countries toward their own domestic markets (Kox
et al., 2020). Second, it helps eliminate the distort-
ing influence of globalization on FDI inflows by in-
corporating dummy variables that capture the pres-
ence of barriers between countries for each year'°*—
something that cannot be achieved by considering
only bilateral interactions (Yotov, 2022).

Since the effects of trade and economic agree-
ments on investment flows can be lagged, both
the direct and cumulative impacts of these agree-
ments on FDI inflows in the Asia-Pacific were es-
timated following the methodology used for trade
flows (Yotov et al., 2016). The direct effect of trade
and economic agreements on FDI inflows in the
Asia-Pacific was estimated as follows:

EDI, = exp [B, + B,AGREEMENTj,, +

ijt

+Z[3T[NTL(T)ij+nn+xﬁ+ wted, (@)
T=1

where: FDI, stands for accumulated FDI in-
flows into country i from country j (in USD);

ijt

!¢ The most recent of these was excluded from the set
of variables, serving as the reference category for the others.
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AGREEMENT,, is the dummy variable indicat-
ing the presence (1) or absence (0) of a trade and
economic agreement between countries i and IB
INTL(T)I,]. is the dummy variable equal to 1 for
FDI flows between countries in year T and 0 for
domestic investments; 3, is a constant; 3, is the di-
rect effect of the trade and economic agreement;
B, stands for the cumulative barriers in invest-
ment interactions between countries; ¢ is the time
period; 7 signifies fixed effects for the FDI home
country, controlhng for the year; x, fixed effects
for the FDI host country, controlhng for the year;
i fixed effects for country pairs; and ¢ is the er-
ror term.

The cumulative effect of trade and econom-
ic agreements was evaluated using the following
specification:

FDI_ =exp [B, + 2[3 AGREEMENT].

ijt ijt-n

e ], (5)

TZ:; BINTL (T), + m, + X, + 1, + €,
where: 2 is the value of the cumulative effect of
trade and economic agreements and # is the time
lag (5 years).

Variable AGREEMENT], represented the
following types of trade and economic agree-
ments among APEC countries: first, PSAFTACU,
which included PSAs, FTAs, FTA+, and CUs.
These were further divided into INV_PSAFTA-
CU, i.e, trade agreements containing provi-
sions that facilitate FDI exchange (FTA+), and
PSAFTACUsimple, i.e., BIT — bilateral invest-
ment treaties.

Data

Compiling the dataset on mutual cumula-
tive FDI among Asia-Pacific countries over the
long term was a labor-intensive task. The main
challenge in constructing the dependent vari-
able was the lack of a unified statistical database
showing the value of mutual cumulative FDI in
current prices. Most sources were incomplete,
both in terms of the time periods covered and
the countries included. To address this, the data-
set was assembled from multiple sources, pri-
marily international databases such as the UNY,

7 FDI  Bilateral Statistics. = UNCTAD. Retrieved
from:  https://unctad.org/en/Pages/DIAE/FDI %20Statis-
tics/FDI-Statistics-Bilateral.aspx (date of access: 14.06.2017);
FDI database. UNCTAD. Retrieved from: https://unctad.
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OECD*, World Bank (Steenbergen et al., 2022),
IMF®, and CEIC®. When gaps in the data
were identified, missing values were either filled
using alternative sources (CEPII*'; ASEAN?}; cen-
tral banks, statistical offices, relevant ministries,
and investment agencies of Asia-Pacific countries
and territories; as well as other international or-
ganizations and analytical agencies®) or, in some
cases, estimated using a moving average. Occa-
sional negative values in cumulative FDI were
treated as zero (Kox et al., 2020).

org/fdistatistics (date of access: 01.02.2020).

8 OECD FDI Flows. Retrieved from: https://www.
oecd.org/en/data/indicators/fdi-flows.html; Foreign Di-
rect Investment Statistics: Data, Analysis and Forecasts. Re-
trieved from: https://mneguidelines.oecd.org/statistics.htm;
OECD International Direct Investment Statistics. Retrieved
from: https://www.oecd.org/en/publications/oecd-interna-
tional-direct-investment-statistics_2307437x.html (date of
access: 01.02.2025).

1 IMF Coordinated Direct Investment Survey (CDIS).
Retrieved from: http://data.imf.org/?sk=40313609-F037-
48C1-84B1-E1F1CE54D6D5; Foreign Direct In-
vestment Trends and Statistics. IMFE Retrieved from:
https://www.imf.org/en/Publications/SPROLLs/direct-in-
vestment#sort= %40imfdate %20descending (date of access:
01.02.2025).

% CEIC Database. Retrieved from: https://www.ceic-
data.com (date of access: 01.06.2012).

2t FDI Map. CEPIL. Retrieved from: https://www.cepii.
fr/cepii/en/bdd_modele/bdd_modele_item.asp?id=4 (date
of access: 01.02.2025).

2 Statistics of Foreign Direct Investment in ASE-
AN. Stocks of Inward Foreign Direct Investment (FDI) at
year-end, by source country. Retrieved from: https://data.
aseanstats.org/fdi-by-hosts-and-sources-stock (date of ac-
cess: 01.03.2025).

2 Central Bank of Russia; Australian Bureau of Statis-
tics; Brunei Darussalam Department of Economic Planning
and Statistics; Vale Columbia Center on Sustainable Inter-
national Investment; Foreign Investment Committee of
Chile; Kingdom of Cambodia Ministry of Foreign Affairs
and International Cooperation; Canada Department of For-
eign Affairs and International Trade; Canada Department of
Statistics; Singapore Department of Statistics; Central Bank
of Malaysia; Malaysia Department of Statistics; Bank of Ja-
pan; JETRO; Japan Ministry of Finance; Central Bank of Ec-
uador; Ministry of Commerce People’s Republic of China;
Taiwan Ministry of Economic Affairs; Central Bank of Phil-
ippines; Bank of Thailand; Thailand Board of Investment;
Bureau of Economic Analysis; Export-Import Bank of Ko-
rea; New Zealand Department of Statistics; Myanmar Di-
rectorate of Investment and Company Administration; Na-
tional Statistical Office of Mongolia; Macau Statistics and
Census Service; Laos Investment Promotion Department;
Indonesia Investment Coordinated Board; Hong Kong Cen-
sus and Statistics Department; Vietnam General Statistical
Office; Statista; Institute for International Political Econo-
my; Bank for International Settlements, etc.
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To obtain unbiased estimates, it is necessary
to account for the deviation of FDI flows in fa-
vor of domestic markets. Therefore, the depen-
dent variable dataset included data on the value
of accumulated fixed capital investments in APEC
countries, net of accumulated FDI, following the
methodological recommendations for estimating
gravity models in trade (Yotov et al., 2016). For
the period under review, statistics on domestic
accumulated fixed capital investments were com-
piled both from specialized databases* and from
the statistical agencies of APEC countries. Since
data on domestic accumulated fixed capital in-
vestments were unavailable for several APEC
countries?, these economies were excluded from
the estimated panel. This exclusion is not critical,
as their share of total accumulated FDI inflows in
APEC was only 0.05% in 1992 and 0.07 % in 2023.
As a result, consistent with an earlier study (Izo-
tov, 2023), the panel comprised 36 APEC econo-
mies?.

To construct the dataset of dummy variables
for trade and economic agreements among APEC
countries, information on the presence or ab-
sence of ratified PSAs, FTAs, FTA+, CUs, and in-
vestment agreements was drawn from the WTO?,
World Bank?®, and UN?* databases. If an agree-
ment entered into force in the first half of a giv-
en year, it was attributed to that year; if in the sec-

2 United States International Trade Commission
(USITC). Retrieved from: https://www.usitc.gov/data/grav-
ity/mreid.htm (date of access: 01.02.2025); CEIC Database.
Retrieved from: https://www.ceicdata.com (date of access:
01.06.2012).

% Vanuatu, East Timor, Kiribati, North Korea, Mar-
shall Islands, Nauru, New Caledonia, Palau, Cook Islands, Sa-
moa, Solomon Islands, Tuvalu, Wallis and Futuna, Federated
States of Micronesia, French Polynesia.

% Australia, Brunei, Vietnam, Guatemala, Honduras,
Hong Kong, Indonesia, Cambodia, Canada, China, Colombia,
Costa Rica, Laos, Macau, Malaysia, Mexico, Mongolia, Myan-
mar, Nicaragua, New Zealand, Panama, Papua New Guinea,
Peru, Korea, Russia, El Salvador, Singapore, USA, Thailand,
Taiwan, Tonga, Fiji, Philippines, Chile, Ecuador and Japan.

¥ Regional trade agreements notified to the GATT/WTO
and in force. Retrieved from: https://rtais.wto.org/Ul/pub-
licPreDefRepByCountry.aspx (date of access: 01.02.2025).

# Deep Trade Agreements database 2.0 (vertical depth).
Retrieved from: https://datatopics.worldbank.org/dta/table.
html (date of access: 01.02.2025).

» International Investment Agreements Navigator.
Retrieved from: https://investmentpolicy.unctad.org/inter-
national-investment-agreements/by-economy (date of ac-
cess: 01.02.2025).
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Table 1
Evaluation results (4)
Variable 1 2 3 4 5 A, %
%%

PSAFTACU 0(’337) - - - - 30
%% 5%

INV_PSAFTACU - 0(’3%7) - - 0(’3%7) 35

. ~0.15

PSAFTACUsimple - - (0,14) - - -
—0,18“’* _0,17***

BIT B } } (0,06) (0,06) 17
INTL 1,64“’* 1,67*** 1’47»«* 1’42*** 1,63***

1992 (0,12) (0,12) (0,11) (0,11) (0,12) -

INTL 0,33% 0,36 0,23** 0,18* 0,32+ B
1995 (0,09) (0,08) (0,09) (0,09) (0,09)
-0.08 -0.10 -0.04 -0.09 -0.06

INTL,,, (0,10) (0,10) (0,10) (0,10) (0,10) -

INTL ~0,15* ~0,13* ~0,20** ~0,25%* ~0,17%* B
2003 (0,07) (0,07) (0,08) (0,08) (0,07)
-0.06 -0.06 -0.03 -0.01 -0.02

INTL,,, (0,08) (0,08) (0,09) (0,08) (0,07) }
-0.05 -0.05 -0.02 -0.02 -0.01

INTL,,,, (0,07) (0,07) (0,07) (0,06) (0,06) -

INTL -0,13* -0,13%* -0,14* ~0,18% —0,17%* B
2015 (0,05) (0,05) (0,05) (0,05) (0,05)
-0.03 -0.03 -0.03 ~0.03 -0.03

INTL,, (0,06) (0,06) (0,06) (0,05) (0,05) -

Constant 12,504+ 19,584+ 21,99%%* 19,964** 22,9244+ B
(0,33) (0,24) (0,19) (0,23) (0,22)

Pseudo log-likelihood -3,05e+12 -3,02e+12 -3,09¢e+12 -3,06e+12 -2,99e+12 -

Pseudo R? 0.99 0.99 0.99 0.99 0.99 -

RESET-test 0.01 0.01 0.01 0.01 0.02 -

453

Notes. 1-5 are different dependencies within Model (4). Here and below: ** — p < 0.01; ** — p < 0.05; * — p < 0.10;
autocorrelation was accounted for using the Newey—West estimator; standard errors are reported in parentheses;
INTL reflects border effect values, with 2023 as the baseline year; fixed effects estimates are not reported for brevity;
A = (ef-1)x100 % represents the impact of the independent variable on the dependent variable.

Source: calculated by the author.

ond half, it was assigned to the following year. As
noted earlier, from the PSAFTACU dataset (PSAs,
FTAs, FTA+, and CUs), two variables were distin-
guished: INV_PSAFTACU — trade agreements
containing provisions facilitating FDI exchange?,
and PSAFTACUsimple — all other agreements?'.
Based on UN data, a separate dummy variable
dataset was created for BIT>.

To facilitate quantitative estimation, this
study evaluated interval values of panel data with

* Appendix, Table 1A.

' Appendix, Table 2A.
2 Appendix, Table 3A.

R-ECONOMY J

a ﬁve-year lag: 199233, 1995, 1999, 2003, 2007,
2011, 2015, 2019, and 2023. As a result, the study
covered 11,502 observations.

Results

The calculations showed that the positive
long-term direct effect of trade and econom-
ic agreements on FDI inflows into Asia-Pacific
countries was achieved through agreements con-

* Note: this is the only exception, since the interval be-
tween 1992 and 1995 is four years. This year was included to ac-
count for the impact of agreements concluded prior to the es-
tablishment of the WTO.
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taining provisions that facilitate the exchange of
FDI (INV_PSAFTACU) (Table I).

In the period under review, advanced trade
agreements liberalizing investment between
Asia-Pacific countries increased FDI inflows to
the region by 35 %. In contrast, other trade agree-
ments (PSAFTACUsimple) had no significant di-
rect effect, indicating their focus solely on trade
within the region. Investment agreements (BIT5)
were found to constrain FDI inflows.

Furthermore, the estimated cumulative effects
suggested that the overall impact of trade agree-
ments (PSAFTACU) on FDI inflows to APR coun-
tries was statistically insignificant, as other trade
agreements (PSAFTACUsimple) had a long-term
negative effect on the dependent variable, effec-

tively offsetting the positive impact of advanced
trade agreements that included the liberalization
of investment interactions (Table 2).

Over the long term, Asia-Pacific countries that
used trade agreements to lower investment barriers
and promote FDI saw their inflows rise by an aver-
age of 37 %, whereas countries that concluded trade
agreements without FDI-facilitating provisions ex-
perienced a 59 % decline in FDI inflows from the re-
gion relative to domestic investment. Additionally,
the cumulative effect of bilateral investment treaties
(BITs) on FDI inflows into APR countries was pos-
itive, contributing to an average increase of 16 %, in
contrast to the estimates for their direct effect.

By using the INTL variable to control for the
distorting effects of global economic conditions,

Table 2
Evaluation results (5)
Variable 1 2 3 4 5 A, %
PSAFTACU (8‘?3) - - _ - -
X% %
INV_PSAFTACU - 0(’3%)9) - - 0(’3%) 5 37
_0 89’(—**
PSAFTACUsimple - - ((’) 16) - - -59
0,16** 0,15%*
BIT - - - (0,04) (0,06) 16
INTL 1)50“—* 1,68*** 1,44“-* 1,46*** 1,67*“’ ~
1992 (0,12) (0,12) (0,11) (0,11) (0,11)
INTL 0,19* 0,374+ 0,19* 0,22** 0,39+ B
1995 (0,10) (0,09) (0,09) (0,09) (0,08)
~0.03 ~0.12 ~0.03 ~0.04 ~0.12
INTL,, (0,10) 0,11) (0,10) (0,09) (0,08) -
INTL ~0,26*%* -0,12* ~0,18** —0,22%%* ~0,11* B
2003 (0,08) (0,06) (0,07) (0,07) (0,06)
~0.05 ~0.07 ~0.06 ~0.01 ~0.08
INTL,,,, (0,06) (0,07) (0,08) (0,08) (0,08) -
~0.01 ~0.06 ~0.05 ~0.01 ~0.05
INTL,,, (0,06) (0,06) (0,06) (0,06) (0,06) -
INTL —0,17%* ~0,13** ~0,12% ~0,16** —0,154* B
2015 (0,05) (0,05) (0,05) (0,05) (0,05)
~0.04 ~0.03 ~0.01 ~0.02 ~0.02
INTL,y,y (0,06) (0,06) (0,06) (0,06) (0,05) -
Constant 20,010+ 19,58*** 21,8174+ 12,774%* 12,11+ B
(0,22) (0,24) (0,30) (0,31) (0,17)
Pseudo log-likelihood -3,03e+12 -3,02e+12 -3,95e+12 -3,02e+12 -2,99e+12 -
Pseudo R? 0.99 0.99 0.99 0.99 0.99 -
RESET-test 0.01 0.02 0.05 0.01 0.02 -

Note. 1-5 are different dependencies within Model (5). Given the large number of semi-elasticity estimates with a 5-year lag
over the 32-year period, their values are presented in aggregated form for brevity.

Source: calculated by the author.
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the study identified cumulative barriers affect-
ing investment interactions between APR coun-
tries relative to their domestic capital markets.
The assessment of these barriers indicated an in-
crease compared to the early 1990s, reflecting that
the size of most Asia-Pacific economies, which
determines the scale of domestic investments, was
not comparable to current levels at that time.

Discussion

The assessment of direct effects has shown
that FDI inflows into Asia-Pacific countries were
driven primarily by extended trade agreements
that included provisions on liberalizing invest-
ment relations among member states. This find-
ing is consistent with results reported for the glob-
al economy (Kox et al., 2020; Larch et al., 2023).

The evaluation of cumulative effects showed
that reducing barriers to trade in goods, includ-
ing intermediates, is only part of the solution. Sus-
taining production cooperation through FDI de-
pends primarily on further development of inte-
gration frameworks. Otherwise, when Asia-Pacific
countries conclude trade and economic agree-
ments focused solely on trade liberalization, such
a strategy may actually hinder FDI inflows. A
closer look revealed that the positive impact of
BITs on FDI became visible only about a decade
after they came into force. This delay can be ex-
plained by the fact that countries signing such
treaties later developed other integration frame-
works relying on the mechanisms established in
the BITs, which generated positive outcomes. An-
other factor may have been the long adjustment
period that businesses required to adapt to the
new opportunities, especially since these treaties
were typically signed in the absence of deeper in-
tegration formats between economies.

Estimates of overall barriers to investment
showed that, for most Asia-Pacific countries, great-
er trade and investment openness encouraged do-
mestic capital investment in fixed assets. Over time,
these domestic investments came to far exceed ac-
cumulated FDI compared to the early 1990s. By
2023, FDI barriers had eased somewhat relative to
the early 2000s and mid-2010s, indicating a gradu-
al convergence of Asia-Pacific economies in invest-
ment relations, despite ongoing trade, economic,
and foreign policy challenges.

In this study, the Asia-Pacific is viewed as a
sub-global economic space that is not homoge-
neous, yet is assumed to operate under common

R-ECONOMY J

“rules of the game.” By following these rules, na-
tional economies either facilitated or restrict-
ed FDI inflows, thus shaping their own strategies
of investment interaction. Given the uneven de-
velopment of Asia-Pacific countries, the vary-
ing impacts of different trade and economic
agreements reveal general patterns in FDI attrac-
tion across the region.

Overall, the estimates of the impact of trade
and economic agreements on FDI inflows into
Asia-Pacific countries indicated the effectiveness of
FTA+ in attracting foreign direct capital, a finding
also confirmed in global assessments (Larch et al,
2023). However, in recent years, large-scale FDI in-
flows into Russia have become virtually impossible
due to restrictions on capital account operations, in-
creased risks associated with secondary sanctions,
and the loss of opportunities for cooperation with
Western countries, which had been the main inves-
tors in the Russian economy before the sanctions™.

Under current conditions, only selective and
largely non-public FDI enters the Russian econo-
my, coming exclusively from countries considered
friendly by the Russian government, including
some Asia-Pacific states. Integration frameworks
could be developed with these countries, primar-
ily China, as well as with several Southeast Asian
and Latin American nations. FDI inflows from
Asia-Pacific countries are particularly import-
ant for supporting both traditional and emerg-
ing sectors of the Russian economy, especially in
macro-regions such as the Far East, which is geo-
graphically part of the Asia-Pacific.

Despite strict sanctions, FDI has continued to
enter the Russian Far East from “unfriendly” coun-
tries such as Japan, alongside a notable increase in
capital linked to Chinese businesses, partly facil-
itated by existing investment agreements. Easing
sanctions and expanding integration frameworks
with selected Asia-Pacific countries could stim-
ulate renewed FDI flows into Russia, particular-
ly into the Far East. At the same time, the compo-
sition of foreign investors is likely to shift toward
countries considered friendly by the Russian gov-
ernment, which could then engage in advanced
FTA+ trade agreements with Russia.

** This also includes FDI into Russia from Western coun-
tries routed through offshore jurisdictions. A significant por-
tion of these investments was undoubtedly fictitious, that is,
funds moved out of the national economy to oftshore accounts
and then returned under the appearance of capital.
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Conclusion

The exchange of FDI has been a central as-
pect of economic interactions among Asia-Pacif-
ic countries. Accounting for over 60 % of the glob-
al economy, the region received, on average, more
than half of the world’s accumulated FDI between
1992 and 2023, with over 70 % of these flows oc-
curring within the region. Until the mid-1990s,
the liberalization of trade and investment interac-
tions was largely unsynchronized, particularly in
the expansion of bilateral investment agreements.
From the early 2000s onward, the region saw
a rapid growth in advanced FTA+ trade agree-
ments, which reduced barriers to both the trade of
goods and services and the exchange of FDI with-
in this sub-global region. Thus, three main types
of trade and economic agreements have facili-
tated regional integration in the Asia-Pacific: bi-
lateral investment agreements, trade agreements
with provisions easing FDI flows, and trade agree-
ments without such provisions.

This study contributes to the field by provid-
ing a long-term assessment of how trade and eco-
nomic agreements influence FDI inflows within
the Asia-Pacific region, distinguishing between
direct and accumulated effects of regional integra-
tion. Because the impact of such agreements on in-
vestment flows may be delayed, both the immedi-
ate and long-term accumulated effects on FDI in-
flows were estimated using a structural gravity

model. The results show that the long-term posi-
tive direct effect was achieved exclusively through
advanced FTA+ agreements, which increased
EDI inflows by 35% relative to domestic invest-
ment. Other trade agreements in the region had
no statistically significant direct effect, indicating
their focus on promoting trade rather than invest-
ment, while bilateral investment agreements actu-
ally restrained FDI inflows.

Estimates of the accumulated effects reveal
a similar pattern: FTA+ agreements and invest-
ment agreements contributed to average increas-
es in FDI inflows of 37% and 16 %, respectively,
whereas trade agreements without FDI-facilitat-
ing provisions led to a 59 % decline.

The study also found that countries in the
Asia-Pacific pursued various long-term strate-
gies when interacting with the sub-global econo-
my. Some countries sought to stimulate FDI inflows
through the conclusion of advanced FTA+ agree-
ments as well as investment agreements. The de-
layed positive impact of investment agreements on
FDI inflows into Asia-Pacific countries can be ex-
plained both by the long adaptation period required
for national businesses in the absence of deeper in-
tegration formats and by the simultaneous devel-
opment of advanced FTA+ agreements. Yet other
countries sought to restrain the attraction of foreign
direct capital by implementing trade agreements
without provisions to reduce barriers to FDI.
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Appendix

Table 1A
List of trade agreements containing provisions to facilitate FDI flows between Asia-Pacific countries
(INV_PSAFTACU)*

INV_PSAFTACU Year
Australia and New Zealand 1989
North American Free Trade Agreement (NAFTA) (USA, Mexico, Canada) 1994-2020
Colombia — Mexico 1995
Canada — Chile 1997
ASEAN Free Trade Zone (AFTA) 1998
Chile — Mexico 1999

* In the FTA+ format, unless another format is specified.
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INV_PSAFTACU Year
Central America (Honduras, Costa Rica, Nicaragua, El Salvador, Panama); New Zealand — Singapore 2001
Chile — Costa Rica; Chile — El Salvador; Japan — Singapore 2002
China — Hong Kong; China — Macau; Panama — El Salvador; Singapore — Australia 2003
Panama — Taiwan; Korea — Chile; USA — Chile; USA — Singapore 2004
USA — Australia; Thailand — Australia; Thailand — New Zealand; Japan — Mexico 2005

Central America — USA; Guatemala — Taiwan; Japan — Malaysia; Panama — Singapore; Korea — Singa-
pore; Trans-Pacific Strategic Economic Partnership (Brunei, New Zealand, Singapore, Chile)

Japan — Thailand; ASEAN — China; Chile — Japan 2007

Brunei — Japan; Chile — Honduras; China — New Zealand; El Salvador — Honduras — Taiwan; Japan —
Indonesia; Japan — Philippines; Nicaragua — Taiwan; Panama — Costa Rica; Panama — Chile

2006

2008

Peru — Chile; Peru — Singapore; Panama — Guatemala; Panama — Honduras; Panama — Nicaragua; Ja-
pan — Vietnam; USA — Peru; China — Singapore; Colombia — Northern Triangle countries (El Salvador, 2009
Guatemala, Honduras); ASEAN — Korea; Australia — Chile; Canada — Peru; Chile — Colombia

ASEAN — Australia — New Zealand; Chile — China; Chile — Guatemala; New Zealand — Malaysia;

Peru — China 2010
Peru — Korea; Canada — Colombia; China — Costa Rica; Hong Kong — New Zealand 2011
Japan — Peru; Chile — Nicaragua; Panama — Peru; Peru — Mexico; Korea — USA; USA — Colombia;
2012

USA — Panama
Malaysia — Australia; Mexico — Central America; New Zealand — Taiwan; Canada — Panama; Costa

. . - 2013
Rica — Peru; Costa Rica — Singapore
Canada — Honduras; Korea — Australia; Singapore — Taiwan 2014
Korea — New Zealand; Korea — Vietnam; Mexico — Panama; Australia — China; Canada — Korea; 2015
Chile — Thailand; China — Korea; Hong Kong — Chile; Japan — Australia
Costa Rica — Colombia; Russia* — Vietnam; Japan — Mongolia; Korea — Colombia; Pacific Alliance 2016

(Colombia, Mexico, Peru, Chile)
Peru — Honduras 2017

Comprehensive and Progressive Trans-Pacific Partnership (Australia, Brunei, Vietnam, Canada, Malaysia,
Mexico, New Zealand, Peru, Singapore, Chile, Japan); Hong Kong — Macau

ASEAN — Hong Kong; Korea — Central America 2019

Peru — Australia; ASEAN — Japan; Hong Kong — Australia; Indonesia — Australia; Pacific Agreement on
Close Economic Relations (Australia, New Zealand, Tonga); USA — Mexico — Canada (USMCA)

Comprehensive Regional Economic Partnership (Australia, Brunei, Vietnam, Indonesia, Cambodia, China,
Korea, Laos, Malaysia, Myanmar, New Zealand, Singapore, Thailand, Philippines, Japan)

2018

2020

2022

Source: compiled by the author based on: Deep Trade Agreements database 2.0 (vertical depth). Retrieved from:
https://datatopics.worldbank.org/dta/table.html; Regional trade agreements notified to the GATT/WTO and in force.
Retrieved from: https://rtais.wto.org/Ul/publicPreDefRepByCountry.aspx (date of access: 01.02.2025).

Table2A
List of other trade agreements between Asia-Pacific countries (PSAFTACUsimple)

PSAFTACUsimple Year
CU — Central American Common Market (Guatemala, Honduras, Nicaragua, El Salvador) 1961
PSA Trade Negotiation Protocol (Korea, Mexico, Peru, Chile, Philippines) 1973
PSA Asia-Pacific Trade Agreement (Korea, Laos) 1976
FTA Australia— Papua New Guinea 1977
PSA Latin American Integration Association (Colombia, Mexico, Peru, Chile, Ecuador); PSA South Pacif-
ic Agreement on Regional Trade and Economic Cooperation (Australia, New Zealand, Papua New Guin- 1981
ea, Tonga, Fiji)
PSA Ecuador — Mexico 1983
CU — The Andean Community of Nations (Colombia, Peru, Ecuador). 1988

3 As a member state of the Eurasian Economic Union.
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PSAFTACUsimple Year
PSA Global .System of Tra.de Prefer.e.ncels (Vietngm, Indonesia, Colombia, Korea, Malaysia, Mexico, Nicara- 1989
gua, Peru, Singapore, Thailand, Philippines, Chile, Ecuador)
PSA Laos — Thailand 1991
FTA ASEAN 1992-1998
PSA Melanesian Initiative Group (Papua New Guinea, Fiji) 1994
PSA Asia-Pacific Trade Agreement — China; Canada-Costa Rica FTA 2002
FTA Trade agreement between Pacific Island countries (Papua New Guinea, Tonga, Fiji) 2003
FTA Chile — Malaysia 2012
CU Central America — Panama 2013
FTA Chile — Vietnam 2014
PSA El Salvador — Ecuador 2017
FTA Chile — Indonesia 2019

Source: compiled by the author based on: Deep Trade Agreements database 2.0 (vertical depth). Note: FTA — Free Trade
Area; PSA — Partial-Scope Trade Agreement; CU — Customs Union. Retrieved from: https://datatopics.worldbank.
org/dta/table.html; Regional trade agreements notified to the GATT/WTO and in force. Retrieved from: https://rtais.wto.
org/Ul/publicPreDefRepByCountry.aspx (date of access: 01.02.2025)

Table 3A
List of BITs between Asia-Pacific countries
BIT Year
China — Singapore 1985-2019
Indonesia — Singapore 1990-2006
China — Russia 1990-2009
Indonesia — Vietnam 1991-2016
Australia — Vietnam 1991-2019
Panama — Taiwan 1992-2004
China — Korea 1992-2007
Nicaragua — Taiwan 1992-2010
Australia — Indonesia 1992-2020
Korea — Vietnam 1993-2004
Korea — Peru 1993-2011
Ecuador — USA; Chile — Ecuador 1993-2018
Australia — Hong Kong 1993-2020
Ecuador — El Salvador 1994-2008
Colombia — Peru 1994-2010
Chile — China 1994-2014
China — Indonesia; Indonesia — Malaysia; Indonesia — Laos 1994-2015
China — Ecuador 1994-2018
Australia — Peru 1995-2020
Chile — Korea 1996-2004
El Salvador — Taiwan; Honduras — Taiwan 1996-2008
Australia — Chile 1996-2009
Canada — Ecuador 1996-2018
El Salvador — Korea 1998-2020
El Salvador — Nicaragua 1999-2008
Cambodia — Indonesia 1999-2016
Ecuador — Peru 1999-2017
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BIT Year
Ecuador — Honduras; Ecuador — Nicaragua 2000-2008
Chile — Peru 2000-2009
Costa Rica — Korea; Honduras — Korea; Guatemala — Korea; Korea — Nicaragua 2000-2019
Japan — Mongolia 2001-2016
Korea — Panama 2001-2021
Ecuador — Guatemala 2002-2008
Peru — Singapore 2003-2009
Mexico — Panama 2005-2015
Indonesia — Singapore 2005-2016
Australia — Mexico 2005-2018
Panama — USA 1982
China — Thailand 1985
Australia — China; China — New Zealand; Korea — Malaysia; China — Japan; China — Malaysia 1988
Korea — Thailand; Canada — Russia 1989
Laos — Thailand; Korea — Russia; Australia — Papua New Guinea 1990

Korea — Mongolia; Peru — Thailand; Thailand — Vietnam; China — Papua New Guinea; China — Mon-

golia; Indonesia — Korea 1991
Malaysia — Vietnam; Singapore — Vietnam; Philippines — Vietnam; Laos — Malaysia; China — Vietnam; 1992
Chile — Malaysia; China — Philippines

Taiwan — Vietnam; China — Laos 1993
Laos — Mongolia; China — Peru; Australia — Laos; Russia — Vietnam; Korea — Philippines; Mongolia — 1994
USA

Hong Kong — New Zealand; Australia — Philippines; Mongolia — Singapore; Malaysia — Mongolia; Phil-

ippines — Thailand; Canada — Philippines; Cambodia — Thailand; Chile — Philippines; Malaysia — Peru; 1995

Honduras — USA; Mongolia — Russia

Korea — Laos; Laos — Vietnam; El Salvador — Peru; Canada — Panama; Chile — El Salvador; Chile —
Panama; Cambodia — China; Cambodia — Singapore; Chile — Costa Rica; Chile — Nicaragua; Laos — 1996
Russia; Chile — Guatemala

Cambodia — Korea; Hong Kong — Japan; Hong Kong — Korea; Laos — Singapore; Canada — Thailand;

Indonesia — Mongolia 1997
Myanmar — Philippines; Indonesia — Thailand; Canada — Costa Rica; Japan — Russia 1998
Guatemala — Taiwan; Costa Rica — Taiwan 1999
Korea — Mexico; Mongolia — Vietnam; Mongolia — Philippines; Brunei — Korea 2000
Cambodia — Vietnam; China — Myanmar 2001
Japan — Korea 2002
Japan — Vietnam; Korea — Vietnam; Laos — Myanmar 2003
Hong Kong — Thailand 2005
Canada — Peru; China — Russia 2006
Indonesia — Russia; Colombia — Peru; China — Costa Rica; China — Korea; Cambodia — Japan 2007
China — Mexico; Japan — Laos; China — Colombia; Myanmar — Thailand; Japan — Peru 2008
Mexico — Singapore 2009
Russia — Singapore 2010
Japan — Papua New Guinea; Colombia — Japan 2011
Canada — China; Nicaragua — Russia 2012
Japan — Myanmar 2013
Korea — Myanmar 2014
Cambodia — Russia 2015
Canada — Hong Kong; Chile — Hong Kong; Canada — Mongolia 2016
Indonesia — Singapore 2018

461 w r-economy.com

Online ISSN 2412-0731


http://r-economy.com

R-ECONOMY, 2025, 11(4), 444-462 doi 10.15826 /recon.2025.11.4.024

BIT Year
Myanmar — Singapore 2019
Hong Kong — Mexico 2020

Source: compiled by the author based on: International Investment Agreements Navigator. Retrieved from:
https://investmentpolicy.unctad.org/international-investment-agreements/by-economy (date of access: 01.02.2025)
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