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Abstract

This study examines how FDI determines foreign trade in emerging market economies, including Turkey,
India, China, Mexico, Brazil, and Indonesia, for 1979-2019. The hidden panel cointegration results show
that there is a long-term relationship between FDI and exports in these countries. The results also indicate
the existence of a cointegration relationship in both directions (increase and decrease together) between
imports and exports in the long run. The existence of an asymmetrical relationship between FDIs and
exports confirms this fact. The departure of FDIs causes a decrease in the exports of these countries.
However, there is no positive bidirectional causality relationship between FDIs and exports and imports.
In addition, there is no bidirectional causality relationship between imports and exports. The results of the
analysis reveal that FDIs are not the primary determinant of foreign trade in the long run.
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Cointegration, Asymmetric Causality Test
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Bu ¢aliyma 1979-2019 dénemi icin aralarinda Tiivkive, Hindistan, Cin, Meksika, Brezilya ve
Endonezya’min yer aldigi yiikselen piyasa ekonomilerinde DYY’lerin dis ticareti nasil belirledigini
arastiriyor. Sonuglar bu iilkelerde DYY ler ve ihracat arasinda uzun donem bir iliskinin bulundugunu
gasteriyor. Uzun dénemde ihracat ve ithalat arasinda pozitif ve negatif iliskinin varligi ise ihracatin ithalati
da yonlendirdigi anlamina geliyor. Bunun nedeni yiikselen piyasa ekonomilerinde iiretimin ithal ara mali
ve girdi malina olan bagimliligidir. Bu durum séz konusu iilkelerin yiiksek teknoloji iireten-yiiksek katma
deger yaratan bir iiretim siirecine sahip olmadiklarini, daha ¢ok ¢ok uluslu sirketlerin tiretim siireglerinde
tedarik zincirinde yer aldiklarin gosteriyor. DYY ler ile ihracat arasindaki asimetrik iligkinin varligi da
bu gercegi dogruluyor. DYY lerin ¢ikist bu iilkelerin ihracatinin da diismesine neden oluyor. Bununla
birlikte, DYY ler ile ihracat ve ithalat arasinda iki yonlii pozitif bir iliski bulunmuyor. Ayrica, ihracat ve
ithalat arasinda iki yonlii bir iliski ortaya ¢ikmamigstir.
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1. Introduction

The dynamic of sustainable economic growth in developing economies is exportation. Exports
makes essential contributions to economic growth both in terms of volume and the added value.
The prominent point here is the technology and capital accumulation used in production. These
are the main priorities for achieving comparative advantage in international markets and thus
sustaining a stable export-based economic growth process. Moura and Forte (2010) underlines
that foreign direct investments (hereinafter FDI) are essential for these countries to change their
production structures based on technology. The expected effect at the end of this transformation
process is an raise in exports and a decrease in imports. The substitution of imported consumption
and intermediate-input goods with domestic production decreases imports, and the foreign trade
balance is positively affected. FDIs occur in establishing production facilities in countries other
than the host country or purchasing existing facilities in foreign countries.

FDIs contribute positively to technological developments and human capital in a country while
at the same time increasing the country's foreign exchange earnings and its competitiveness in
foreign trade. For example, Coe et al. (2009) state that human capital is essential in explaining
total factor productivity. Ruiz (2007) found that foreign investments in technology transfer
contribute to technological development by creating a technological spillover effect in the host
country. Bevan and Estrin (2000) emphasize that foreign direct investments effectively improve
the capital account in the balance of payments, developing technological innovations, accelerating
entrepreneurship, and economic growth. FDIs increase the production of countries and contribute
to economic growth. The point that should be considered here is whether the inputs used in
production are domestic or foreign and whether the production is for export or the domestic
market. These can have an impact on the country's balance of payments. Nevertheless, it is
generally accepted that FDI inflows, which are among the factors of the globalization process
globally, increase the foreign trade volumes of countries and have a positive effect on their
welfare levels (Aizenman and Noy, 2006, p. 318).

FDIs also provide technology transfer to the host country. This contributes positively to reducing
foreign dependency, creating a qualified workforce, and developing management knowledge
(Kaya, 2004). Whether or not foreign direct investments contribute to the domestic economy is a
matter of debate; it is evident that they contribute to the capital accumulation of countries. The
relationship between FDI and foreign trade has been expanded around the theory put forward by
Hecksher-Ohlin-Samuelson and Mundell. Their approach is grounded on the idea that
“international commodity trade replaces international production factors” (Liu et al., 2001, p.
191). Ghazali (2010) states that if countries benefit from FDI effectively, they experience positive
developments in their exports and economic growth. FDI should also contribute to the competitive
nature of the local industry in the international arena using a qualified workforce and natural
resources and the production opportunities it offers only through technology transfer.

With the effect of globalization, international production and FDIs have constantly been
increasing. FDIs have contributed positively to host countries in terms of capital, technological
innovations, and employment. Thus, while multinational companies chose to invest in countries
they find advantageous, developing countries support FDI inflows that increase their economic
growth. Hence FDIs promote to sustainable economic growth for many developing countries
(Acaravci and Akyol, 2017, p. 18). While FDIs contribute to foreign trade, they also enable new
technologies and know-how to come to the host country. FDI and foreign trade can be regarded
as both alternatives and complementary to each other in utilizing the opportunities that exist
outside the borders of the country (Diican, 2016, p. 296).

There are direct and indirect relationships between foreign trade flows and FDI. Export
promotion, import-substitution, or more intermediate goods trade are among the direct effects.
This effect of FDI occurs between the host country and the main country or between the host
country and other third-world markets (Goldberg and Klein, 1997). FDI does not always
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positively affect the economy. If FDI replaces domestic savings in any sector, this causes a
crowding out effect on domestic investment. In addition, it may lead to the transfer of outdated
and insufficient technologies, rather than using the factor opportunities broadly. In such cases,
FDIs do not contribute to exports or improve dynamic comparative advantage of the host country
(Kiran, 2011, p. 150).

FDIs are handled in two ways, namely market and export-oriented. Market-oriented FDI
considers the economic growth performance and economic scale of that country for an investment
decision in a country. Export-oriented FDI considers the cost advantage opportunity offered to it
while making an investment decision in a country (OECD, 2000/4, pp. 11-13). The causality
relationship between FDI and exports can work in both directions. In terms of export, the
production base can be formed by considering the comparative advantage of the host country.
This means that FDI inflows encourage exports. When multinational companies are competitive
and profitable in their export fields, they can re-invest their profits, recognize and use new
technologies, and develop with superior management and marketing policies (Pacheo-Lopez,
2005).

When FDI increases imports and worsens the terms of trade, it also has adverse effects on the
balance of payments. This situation causes a loss in domestic productivity. It also creates a price
increase in capital goods and decreases domestic investments (Ghazali, 2010, p. 125). Studies
conducted for some countries also revealed that FDI inflows initially tended to increase the host
country's imports. This is because transnational companies import limited capital, intermediate
goods, and services in their host country. One of the situations that create problems for developing
countries is the export of the country's natural resources. In addition, since the exported product
is not processed, the payment to the host country for this product is deficient. In such cases, the
host country becomes stuck in processing its raw materials and dealing with other complex
manufacturing stages. When FDI focuses on import substitution industries, the attempts of foreign
investors to produce the goods previously imported by the host country cause to decrease in the
import of the host country (Hossain, 2008, p. 5).

This study examines the long-term relationships between FDIs and exports and imports in
emerging market economies, including Turkey, India, China, Mexico, Brazil, and Indonesia. The
reason for choosing these countries is the development in their foreign trade thanks to foreign
direct investments. These countries have increased their exports by closing their capital
accumulation and technology gaps through direct investments. However, the fact that each
country has a different economic structure is another reason for comparison. For example, China
has opened to foreign countries with its economic and political structure transformations. On the
other hand, Brazil, Indonesia, and India have developed their economies, described as fragile.
According to the World Bank's 2019 report, Mexico is highly dependent on foreign trade, and
three-quarters of this export is to the United States. Besides, Turkey has a substantial trade
relationship with the EU within the scope of the customs union. The study is designed as follows:
The second part summarizes the studies on the sample countries. The third part presents the
model, data, and estimation results. The fourth and final part includes policy analysis and
recommendations.

2. Literature Review

Previous empirical studies before the 2000s share the main finding for India that FDI does not
contribute to export performance. These findings imply that FDI inflows to India are generally
triggered by market-oriented and not export-oriented (Lall and Mohammad, 1983; Aggarwal,
2001; Sharma, 2000; Pant, 1993; Kumar and Siddharthan,1994; Kumar,1998). After 2000s, the
service sector and ICT area have become primary sectors boosting Indian economy in the last
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decade thank to liberalization policies for foreign trade. These areas have been transformed to
attract FDIs. Researchers have also focused on the impact of FDI on exports. However,
researchers have still not shared a common conclusion. Some studies support earlier evidence that
FDI is just driven by market-oriented. For example, Sultan (2013) states a stable long-run
relationship between FDI inflows and export for 1980-2010. Besides, Singh and Tandon (2015)
also find no causal and long-run relationship between FDI and export for 1990-2013. Monethy
and Sethi (2019) also find the relationship between FDI, and export doesn’t exist for the long run.
Besides, Sinha et al. (2015) use Johansen cointegration analysis for 1970-2013 to test the
connection between FDI and international trade. They find that there is no relationship for the
short and long run. However, some studies reach a bilateral interaction between FDI and export.
For example, Babu (2018) detects a bi-directional causality between FDI and export. This
evidence indicates that FDI seems to induce importing technologies, which leads to export and
exports, which further lets more FDI inflows. Sharma and Kaur (2013) and Jana et al. (2020) also
confirm mutual interaction between FDI and foreign trade compounds.

The relationship between FDI and trade flows has been one of the leading popular topics for the
case of Turkey. For example, some studies claim no relationship between FDI and trade flows as
in Karag6z and Karagoz (2006) as in Kiran (2011). In contrast, Altintag (2009) states that FDI
supports export performance and import stimulates FDI. Altintas and Tiirker (2014) evidence that
imports influence FDI for 1987-2011. Besides, Persembe (2010) detects that an increase in FDI
stimulates exports for 1998-2008, and Bozdaglioglu and Ozpinar (2011) find similar evidence for
1992-2009. Pata and Terzi (2016) examine the symmetric and asymmetric causality between FDI
and foreign trade by focusing on the liberalization era in Turkey covering 1983-2014. They detect
a positive causality which is from trade flows to FDI. Their findings state a complementary
relationship between FDI and trade flows; in other words, Turkey improve FDI policies by foreign
trade. Kotil (2020) focuses on a relationship between FDI and foreign trade for the period 2003-
2019. The results present that FDI does not play a vital role in the export and import, but there is
apositive interaction between export and import. It refers that export performance is dependent
on the import. Karabulut (2020) also notices the bi-directional causality between import and
export by employing DOLS and FMOLS method. However, Zengin et al. (2016) find a causality
operating from exports to import by using Toda-Yamamoto causality analysis.

Furthermore, Indonesia is also an interesting case in the literature, and studies have revealed
various implications and results. For example, Kawai and Urata (1998) investigate the
relationship between FDI and export and import by employing aggregated level data. They find
that FDI is not promoting factor for accelerating export performance. Rahmaddi and Ichihashi
(2013) use regression analysis on industry-level data belonging to 1990-2008 to determine the
role of FDI in manufacturing export. The regression results reveal that FDI is an essential
contributor for exports goods in psychical capital-intensive, human-capital-intensive, and
technology-intensive industries. However, unskilled labor-intensive and natural-resource-
intensive sectors, which generate comparative advantage in Indonesia, are weakly affected by
FDI in contrast to high technology industries. Nonetheless, Mahadika et al. (2017) remark a long-
run connection between FDI and export in Indonesia. Besides, Budiharto et al. (2017) indicate
that FDI is driven by labor equipped with human capital, and FDI is the main contributor to capital
formation. Mukhlis and Qodri (2019) affirms that the relationship between FDI and trade flows
for 1980-2017. Lee and Fernando (2020) examine the role of FDI in Indonesia's export
performance for 1980-2018 and find a long-run relationship in the long run. Their causality tests
mark that a causality operating from export to FDI for Indonesia. Saimul and Darmawan (2020)
affirm that there is a causality operating running from import to export, and import induces FDI
in the short run. Nevertheless, FDI does no affect exports.

China is a fast-growing country with the help of state-capitalism policies implemented since 1980
and become an attractive foreign investment because of low labor cost. Therefore, the role of FDI
in economic performance in China is appreciated by researchers. For example, Liu et al. (2001)
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examine the causality between FDI and foreing trade for the period 1984-1998. They reach that
the growth in FDI inflow is positively influenced by the development of imports, and additionally,
import performance is stimulated by the growth of export. Sharma and Kaur (2013) research the
causality between import, export, and FDI for 1976-2002. They find that there is a uni-directional
causality moving from FDI to imports and FDI to exports. However, bidirectional causality
between imports and exports also holds for China. Sun (2012) examines the effects of FDI on
domestic exporting firms and concludes that an increase in FDI inflows has a positive impact on
domestic firms' exports.

There is less abundant literature on relationship among FDI, export, and import in Mexico. For
example, Galan and Oladipo (2009) find that exports induce FDI, de la Cruz and Mora (2006)
notice that FDI causes exports and imports, and Alguaci et al. (2002) state that FDI determines
export. In the last decades, there is an increasing interest on the relationship between FDI and
foreign trade's compounds regarding time-series and panel data. Fonseca and Llamosa-Rosas
(2018) investigate FDI determinants occurring in manufacturing sectors across Mexican states by
employing spatial panel econometric models. As a conclusion, FDI seems to generate positive
spillover across Mexican states. Cabral and Alvarado (2020) and Fonseca and Llamaso-Rosas
(2018) focus on the determinants of manufacturing export belonging to Mexican states and
regions for 2007-2015. Static and dynamic panel data methods are preferred. They imply that FDI
has a significant and persistent impact on most manufacturing export regions. Moreover, the
Mexico-US border is the most sensitive to FDI inflow in terms of the connection between FDI
and manufacturing exports. Nevertheless, Hassan and Nassar (2017) find no significant
relationship between FDI and exports. In contrast, a negative relationship between FDI and
imports from the US holds for Mexico. Furthermore, Brazil is another attractive case for the
connection between FDI and foreign trade compounds, but few efforts exist regarding the unique
Brazilian country-level. For example, Pereira and Calegario (2013) investigate the causality
between FDI and foreign trade in Brazil, and the results show that FDI is a determinant leading
to exports and imports.

Panel data analysis has been employed to investigate the relationship between FDI and foreign
trade in E7 countries. For example, Adnett (2017) handles a study to detect the determinants of
FDI in E7 countries by applying panel regression analyses for the period 1990-2015. The results
indicate that trade openness appears as an insignificant factor determining FDI. Nevertheless,
Govdeli (2019) finds a different conclusion than Adnett's (2017) evidence. Govdeli (2019) applies
heterogeneous panel analysis to test the connection between considered variables involving life
expectancy, FDI, trade openness, and economic growth in E7 countries for 1992-2016. The
empirical evidence related to trade openness and FDI is associated with the one-way causality
running from trade openness to FDI. Logun (2020) uses Panel ARDL approach on data belonging
to E7 countries for 1992-2018 to investigate the connection between FDI, export, and economic
growth. According to the findings, there is a one-way causality moving from economic growth to
exports is confirmed, and the existence of causality link operating export to FDI is also affirmed.
As for BRIC countries, Ranjan and Agrawal (2011) examine the determinants of FDI for 1975-
2009 by using panel regression analyses. They emphasize that trade openness seems to be a
potentially essential factor attracting FDI.

3. Data and Methodology

This study investigates the relationship among exports (% of GDP) and imports (% of GDP) and
FDI (% of GDP) for six emerging economies involving India, Turkey, China, Mexico, Brazil, and
Indonesia. We employ the panel hidden co-integration approach and panel asymmetric causality
test. The data set is annual and spanning from 1979 to 2019 and obtained from World Bank Open
Data. The concept of hidden co-integration developed by Granger and Yoon (2002) provides to
examine the possible asymmetries in a steady-state connection between variables. The approach
emphasizes that the original variable form seems to cointegrate. In contrast, a transformation in
which the influence of adverse shocks is separated from positive shocks results in co-integration
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between variables. There are some guidelines to implement panel asymmetric co-integration test.
Initially, positive and negative cumulative shocks should be detected for each variable. Secondly,
stationarity of the variables as the positive and negative component is checked. The rule is the
variables should be integrated at their first difference, I (1). Finally, the co-integration between
variables forming as non-stationary variables is analyzed.

Considering panel asymmetric causality test, some logic alike panel hidden co-integration is valid.
Panel asymmetric causality test implies that the causal impact of negative shock may dissent from
the causal effect of positive shock, vice versa, which creates a difference from the conventional
Granger causality test. Like panel hidden co-integration test, the variables are untwained as
positive and negative components and the stationary process should be followed. After the
complementation of the process, the causality connection between positive and negative shocks
is investigated.

3.1. Hidden Panel Cointegration

If two variables are found as integrated of the first degree as a result of the unit root process, the
outcome solution for each variable shall be presented with the help of the recursive approach
Hatemi-J (2020):

_ _ t

Zit= Zip1 t E1,t= Zio t Xj=1€in,j (1.2)
_ _ t

Viie= Yige—1 ¥ €i2e= Yio t Xj=1€i1,j (1.b)

The equations (1.a) and (1.b), for i=1....m and M and e represent the cross-sectional dimension,
and the disturbance terms assumed to be white noise process, respectively. Moreover, &7 ,: =
Max( &;1 ¢, 0) and efg't: = Max( &;,,¢, 0) stand for the positive shocks for each panel variable and
g1 ¢- =Min (g, 0) and g, .2 = Min (g5, 0) infer the negative shocks for each panel variable.
Utilizing this information, the following equations can be achieved as follow Hatemi-J (2020):

Zi= Zio* & = Zjo + Z§=1 giJE,j (2.9)
J/iJ,rt: Yi-,ko"' yi-l‘.—L,t =Yio Zf’:l Si;,j (2.b)
Ziv= Ziot €10 = Zip T+ Z§=1 &i1,j (3.9)
Yie=Yiot Yite =Vio t Z§'=1 €i2,j (3.b)

z is assumed as our dependent variables, and hence the two possible panel cointegration equations
for the ingredients are as below:

PR B TRE A (4.2)
Zie =Yi YU Yiet & (4.b)
When sl-‘_“t seems to be stationary, it is concluded that the positive cumulative shocks are
cointegrated in the panel, and the exact implications can be obtained if &, is stationary. In order

to detect whether ¢, and ¢;, are stationary or not, the augmented Dickey-Fuller (ADF) test
coudd be employed, and the panel ADF test equation colud be posed as follow Hatemi-J (2020):

_ K
SiJ,rt— a+€i-‘,-t—1 + 2 B Ag;-t—1+ ViJ,rt (5)

Regarding the optimal lag order, we choose minimum information criteria s, and the null
hypothesis justifies that no co-integration relationship between the positive components is p*t=1
Hatemi-J (2020).
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3.2. Asymmetric Causality Test

Asymmetric causality test provides to investigate asymmetric causal impacts within the panel
system. This approach suggests that positive or negative shocks may possess diverse causal
influences. Presume that y; andy, are two variables aimed to investigate causal relation in a panel,
and the recursive solution for each integrated variables is showed as the following way Hatemi-J
(2012):

- — t

Yirt= Yire-1 + €ie = Yino t Xj=1€i1,j (6.2)
- — t

Yizt= Yize-1 + €ize = Vizo t Xj=1€i2,j (6.b)

Fori=1....N. In the equations, N and e refers to the cross-sectional size and an error term supposed
to be a white noise process, respectively.

efe - = max (ejr; ,0), e, - = Max (e ,0), €1, 1 = Min (ej1, ,0) and ej,, : = min (e, ,0)
define the underlying positive and negative shocks.

These values can be employed to achieve the cumulative sums of the shocks involving yi ,, v ;
, ¥ and yg . as follows

yllt _yllo +ellt Yi1,0 +Z] 1311t (7.3)
Yiz,t =Yi2,0 + eiz,t: Yizo T 2,’:1 eiz,t (7.b)
Yire =Viro T €i1e= Yito Z;’:l i1t (8.2)
Yiz,e =Vizo T €i2t= Yizo Z;’:l it (8.b)

The asymmetric panel causality test by applying a vector autoregressive apparently irrelevant
regression model of order p, VAR-SUR (p), because this model seems efficient, resulting from
reckoning for the error terms' potential dependency across the cross-sectional units. The causality
test between negative change is presumably to investigate and the vector consisting of y; ;. , vi1 ¢
could be employed to estimate the following VAR-SUR (p) model Hatemi-J (2011):

r 1 llr r=15i2,r

[Yzl t] 8ix, t] r X [yi:l,t—r] + [Ei:l,t] )
Yiat i2,t i1y 2ypeq Vizr

Vi, t—r €2t
€;1,c and €5, . defines the residuals and the null hypothesis implies that y;, . does not cause y;;
.The null hypothesis is presented as follow Hatemi-J (2011):

p

Hy:8i,+=0, Vr,andr=1... p.
3.3. Empirical Results

According to O' Connell (1988), the cross-sectional dependence among variables can reject the
null hypothesis implying unit-roots. Analyzing cross-sectional dependence is used to determine
the version of the panel unit root test. The first-generation unit root tests assume that the individual
time series in the panel appears cross-sectionally independently distributed; in other words, they
neglect cross-sectional dependence, and co-movements of economic variables are based on very
common. Nevertheless, the second generation of tests provides considering the cross-sectional
dependence (Hatemi-J et al. 2014). Hence, we examine cross-sectional dependence and
homogeneity tests® and the null hypothesis of both tests is rejected.

Before employing panel hidden cointegration, panel unit root tests were applied by using ADF-
Fisher and LM, Pesaran & Shin panel unit test. The findings of unit root test are detailed in Table

1 N<T, CDLM1 s (Breush-Pagan,1980) prob. is 0.000, and Homogeneity tests’s (Swamy,1970; Pesaran and Yamagata,
2008) prob. are also 0.000.
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1. According to Table 1, the null hypothesis of a unit root is accepted at a 5 % significance level
for all variables. In other words, our variables are nonstationary in level, whereas their first
differences are stationary; therefore, all variables are | (1).

Table 1: Panel Unit Root Test

Hy: Unit root Levels First Differences
Compc_ments ADF-Fisher LM, Pesaran & Shin ADF-Fisher LM, Pesaran & Shin
of Varibles Statististic | Prob. | Statististic | Prob. | Statististic Prob. Statististic Prob.
EXPORT* 13.7548 | 0.3166 | -0.52848 | 0.2986 | 88.1144 | 0.000*** | -8.84744 | 0.000***
EXPORT™ 3.57570 0.9899 3.76439 0.9999 95.1878 0.000*** | -8.83013 0.000***
IMPORT* 12.4784 0.4081 | -0.36988 | 0.3557 121.568 0.000*** | -12.0449 0.000***
IMPORT ™ 12.6901 0.3920 1.16133 0.8772 113.031 0.000*** | -11.3055 0.000***
FDI* 9.01247 | 0.7019 | 0.13994 | 0.5556 | 121.836 | 0.000*** | -12.0074 | 0.000***
FDI~ 1.42215 | 0.9992 | 2.70509 | 0.9966 | 92.0743 | 0.000*** | -10.0894 | 0.0000%***

Notes: *, **, and *** mean significance at 10%, 5%, and 1%, respectively. Besides, + and — pose positive and negative shocks,
respectively. Stationary test results based on trend and intercept are reported and the Schwarz information criterion was used to
determine the lag lengths.

After determining the series' stationary level, it is possible to detect whether the presence of a
hidden cointegration connection between the positive or negative components of the variables.
Table 2 presents panel hidden cointegration test results. According to Table 2, the null hypothesis
of cointegration is rejected for Export*- FDI*, Export*- Import*, and Export™ - Import™. Exports
and imports move together in both directions (increase and decrease) in the long run. The increase
in exports causes an increase in the demand for imported intermediate goods and energy. In
addition, an increment in income is expected to promote the demand for imported consumer
goods. The long-term relationship between exports and FDI could explain that FDIs increase
exports or FDIs go towards countries with high export performance.

Table 2. Hidden Panel Co-Integration Test Results

Hy: No Co-Integration Kao Panel Co-Integration Test Result
Variables in the panel models Statistic Prob. Result
Export*, FDI* -2.116148 0.0172** Cointegration
Export~, FDI~ 0.175054 0.4305 No
Cointegration

Export™, Import™* -4.140185 0.0000*** Cointegration
Export~, Import~ -4.138361 0.0000** Cointegration
FDI*, Import™ No

-1.044600 0.1481 Cointegration
FDI~, Import~ No

0.057999 0.4769 Cointegration

Notes: *, **, and *** mean significance at 10%, 5%, and 1%, respectively. Besides, + and — pose positive and negative shocks,
respectively.

Table 3 indicates the details of the asymmetric panel causality test regarding the causality analysis
between variables' positive and negative components. According to Table 3, there is a causality
relationship operating from FDI's negative components to export's negative components by
considering three different lags. A long-term positive relationship between exports and FDI
confirms the theoretical approaches and empirical results in the literature. There is only one
remarkable causal relationship in the asymmetric test results: the decrease in FDI causes a
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decrease in exports. The findings underline that the export performance of these countries is
susceptible to FDI.

Asymmetric test results show that FDIs are not an essential factor in the increase in exports. This
result highlights a relationship that does not match the literature for our sample countries. In this
sense, the results make a new contribution to the Kiran (2011) results. FDIs do not contribute to
exports or improve the host country's areas of dynamic comparative advantage. However, the fact
that FDIs do not cause an increase in exports for the sample could also be explained by the
investors' preference for domestic production. Similarly, the absence of a causal relationship in
both directions between exports and imports reveals a different result than expected. It could be
said that exporting sectors have low import dependency in the use of imported intermediate goods
and inputs.

Table 3. Asymmetric Panel Causality Test Results

Null Hypothesis First Lag Second Lag Third Lag

Statistic Prob. Statistic Prob. Statistic Prob.
D(FDI*) #> D(Export™) 0.33268 0.739% 0.32004 0.7489 1.38866 0.1649
D(Export™) => D(FDI*) -0.28901 0.7726 0.38361 0.7013 0.01774 0.9858
D(FDI™) #> D(Export™)

2.46723 | 0.0136** 2.35103 0.0187** | 2.38263 0.0172**
D(Export™) #> D(FDI™)

0.75430 0.4507 0.74618 0.4556 0.84833 0.3963
D(Import™) #> D(FDI™) -0.16154 0.8717 -0.25665 0.7975 -0.61281 0.5400
D(FDI™) #> D(Import™) 0.62731 0.5305 0.97441 0.3299 1.91561 0.0554*
D(Import™) #> 1.25058 0.2111 0.50747 0.6118 -0.50981 0.6102
D(Export™)
D(Export™) #>
D(Import™) -0.47567 0.6343 0.24337 0.8077 -0.86927 0.3847
D(Import™*) # -0.72914 0.4659 -0.54912 0.5829 0.93072 0.3520
>D(Export™)
D(Import™) #>
D(Export*) -0.48094 0.6306 -0.80196 0.4226 0.29575 0.7674
D(Import*) #> D(FDI*)

1.99965 .0455%* 0.64494 0.5190 0.66011 0.5092
D(FDI*) #> D(Import™) 0.0455

0.73345 0.4633 -0.43005 0.6672 1.31933 0.1871

Notes: *, ** and *** mean significance at 10%, 5%, and 1%, respectively. Besides, + and — pose positive and negative
shocks, respectively.

4. Conclusion

This study researches the relationship of FDI with exports and imports in emerging market
economies. To this end, it focuses on how FDI determines foreign trade in emerging market
economies, including Turkey, India, China, Mexico, Brazil, and Indonesia, for the period 1979-
2019. The period examined in the study is when the globalization process also emerges and gains
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momentum. One of the critical features of this period is the gradual increase of foreign direct
investments and global production-supply chains. The shift of production in developed countries
to developing countries due to the availability of cheap labor and natural resources is also a result
of this process.

The results confirm that there is a long-term relationship between FDI and exports in the sample
countries. Accordingly, FDIs increase their export performance by changing the production
structures of these economies. On the other hand, the increase in exports contributes positively to
the income and employment of these countries. The fact that exports and imports move together
(in the direction of increase and decrease) in the long run means that exports also direct imports.
The reason for this is the dependence of production on import intermediate goods and input goods
in emerging market economies. We could note that there is no high technology and high value-
added production process in these countries. They are primarily involved in the supply chain of
the production processes of multinational companies. It confirms that these countries are preferred
because of their cheap and trained labor force. It cannot be said that these countries, which are
also rich in natural resources, are successful in processing and selling these resources. The
existence of an asymmetrical relationship between FDI and exports confirms this fact. The
outflow of FDI from these countries causes a decrease in the exports of these countries.

Developing economies or emerging market economies need an export-based growth model. This
is indispensable for increased production and employment. What is vital in this process is the high
added value of export products. In order to achieve this target, a qualified workforce, capital
accumulation, R&D, and development of technology are required. In this sense, FDIs can have
essential contributions to ensure development in these areas. However, for this, planned
industrialization and development policies need to be implemented. Otherwise, these countries
may continue to remain as supply chains that provide cheap labor. The results of this study reveal
that this situation has not changed in the last 30 years for some emerging economies.

The results of this study can be furthered by studies that will examine the comparison of sectoral
effects of FDI for emerging market economies.
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Yiikselen piyasa ekonomileri ya da gelismekte olan ekonomilerde ekonomik biiylimeye en dnemli
katk ihracat artisindan gelmektedir. Thracatin hem hacim hem de yaratilan katma deger olarak
ekonominin biiyiimesine énemli katkilar1 vardir. Burada 6ne ¢ikan nokta iiretimde kullanilan
teknoloji ve sermaye birikimidir. Gelismekte olan iilkelerin {iretim yapilarini teknolojiye dayali
olarak degistirmelerinde dogrudan yabanci yatirimlarin 6nemi biiyiiktiir. Bu doniisiim siirecinin
sonunda beklenen etki ihracatin artmasi ve ithalatin da azalmasidir. Ithal tiiketim ve ara mali-girdi
mali iiretiminin ikame edilmesiyle birlikte ithalat azalmakta ve dis ticaret dengesi bundan olumlu
etkilenmektedir. Dogrudan yabanci yatirimlar, bir firmanin ev sahibi olarak bulundugu tilkenin
disindaki tilkelerde iiretim amagli tesis kurmasi ya da diger tilkelerdeki mevcut iiretim tesislerini
satin almasi seklinde gerceklesir. Dogrudan yabanci yatirimlar piyasa merkezli ve ihracat
merkezli olarak iki sekilde gerceklesir. Piyasa merkezli olarak yapilan dogrudan yabanci yatirim
s6z konusu iilkenin ekonomik biiyiime performansindaki ve ekonomik 6l¢egindeki gelismeyi
dikkate alir. Thracat merkezli yapilan dogrudan yabanci yatirim ise ilgili iilkedeki iiretimin
saglayacag1 maliyet avantajlarin1 goz oniinde bulundurur. Isgiicii ve ulasim maliyetlerinin diisiik
olmasi temel onceliklerdir.

Dogrudan yabanci yatirimlar sayesinde iilkelerin tiretim yapilar teknolojik agidan gelisir, beseri
sermayenin kalitesi iyilesir. Bu sayede iilkenin dis piyasalarda rekabet giicii artar ve bu da
ihracatin artmasina etki eder. fhracat artis1 sayesinde iilkenin doviz kazanci artacak ve ddemeler
bilangosundaki sermaye hesabinda iyilesme saglanacaktir (Bevan ve Estrin, 2000). Gelismekte
olan {ilkelerin en 6nemli sorunlarindan birisi tasarruf agigina bagl olarak ortaya ¢ikan cari
islemler agigidir. Cari islemler agiginin yiiksek olmasi bu iilkelerde ortaya ¢ikan doviz krizlerinin
de en dnemli nedenlerinden biridir. Bununla birlikte, artan ihracatin her zaman bu etkiyi yarattig
sOylenemez. Bunun nedeni iiretimde kullanilan ithal ara mali ve girdi malinin yiiksek olmasidir.
Bir baska ifadeyle ihracat artarken ihra¢ mallarinin {iretiminde kullanilan ithal girdiler de artig
gosterecektir. Bu durumda dis ticaret dengesinde beklenen olumlu etki ¢ok fazla gerceklesmez.
Ayrica, dogrudan yabanci yatirim sonucu gerceklesecek iiretim artisi i¢ piyasaya yonelik de
olabilir. Dolayisiyla, dogrudan yabanci yatirimlarin 6demeler bilangosu iizerinde beklenen etkisi,
iretimde kullanilacak olan girdilerin yurtiginden mi yoksa yurtdisindan mu tedarik ediliyor
olmasina ve gerceklesen iiretimin ihracata mi1 yoksa i¢ piyasaya mi yonelik olup olmadigina
baglidir. Bununla birlikte, Aizenman ve Noy (2006) dogrudan yabanci yatirimlarin {ilkelerin dis
ticaret hacimlerini ve refah seviyelerini artirdigini belirtmektedir.
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Dogrudan yabanci yatirimlar sonucu bazi iilkelerde baslangigta ithalat artig1 ortaya cikabilir.
Bunun nedeni iilkedeki sermaye mal stogunun diisiik olmasi, tiretimde kullanilan ara mali ve
girdilerin iiretilmemesi ya da yetersizligi ve hizmet sektoriiniin yeterli donanima sahip
olmamasidir. Bunun sonucunda bu {ilkelere yatirim yapan ¢ok uluslu sirketler gittikleri tilkedeki
sermaye mallarin, girdileri ve hizmeti ithal etmek durumunda kalirlar. ithalatin artmas: dis ticaret
haddinin bozulmasina ve 6demeler bilangosu iizerinde olumsuz etkilere neden olur. Bu durumda
yurt i¢i verimlilik diiser. Sermaye mallarin fiyatlar artacag igin yurt igindeki yatirimlar da azalir
(Ghazali, 2010: 125). Gelismekte olan tilkeler igin temel sorunlardan biri de dogrudan yabanci
yatirimlarin ev sahibi {lilkenin dogal kaynaklarini kullanmaya yonelik yapilmasidir. Bu durumda
tilkenin dogal kaynaklari kullanilarak ihrag edilir. Bu iirtinler islenmeden ihrag edildigi i¢in diisiik
katma degerlidir. Boylece ev sahibi iilkenin kendi hammadesini islemesi engellenmis olur.
Hossain (2005) dogrudan yabanci yatirimlarin ithal ikameci politikalar ile ydnlendirilmesi
sonucunda, onceleri ev sahibi tilkenin ithal ettigi mallarin tilkede iiretmeye baslanmasi ile ithalatin
da zamanla diisecegini belirtir.

Iktisat literatiiriinde Hecksher- Ohlin- Samuelson ve Mundell tarafindan gelistirilen teorilerde
dogrudan yabanci yatirimlar ve dig ticaret iliskisi incelenmektedir. Buradaki temel yaklagim
sudur: Uluslararas1 mal ticareti, uluslararasi iiretim faktorlerini ikame eder. Gelismekte olan
iilkelerin tiretim yapilarinda teknolojinin diisiik olmasi rekabet agisindan 6nemli bir sorundur. Bu
anlamda dogrudan yabanci yatirimlar giris yaptiklar1 tilkelere yeni teknoloji ve know-how
transferi saglar. Diican (2016)’a gére dogrudan yabanci yatirimlar ve dis ticaret tilkedeki tiretim
teknolojisinin  gelistirilmesi anlaminda birbirlerinin alternatifi ve tamamlayicisi olarak
degerlendirilebilir.

Isgiicii kalitesinin artmasinda ve yOnetim bilgisinin gelismesinde de dogrudan yabanci
yatirimlarin olumlu etkileri s6z konusudur. Aslan (1997) iilkenin sermaye birikiminin artmasinda
dogrudan yabanci yatirimlarin katkisina dikkat ¢eker. Ghazali (2010)’ye gore, lilkeler ihracat ve
ekonomik biiylimelerini iyilestirmek istiyorsa dogrudan yabanci yatirimlari etkin bir sekilde
kullanmali ve dogru kalkinma politikalar yiiriitmelidirler. Egitim politikalar ile iggiicli kalitesi
artirilmali, mevcut dogal kaynaklarin katma degeri yiikseltilmelidir. Transfer edilen teknoloji
zaman icerisinde kullanilabilir olmaktan tiretilebilir hale getirilmelidir.

Bu ¢alisma yiikselen piyasa ekonomilerinde dogrudan yabanci yatirimlarin ihracat ve ithalat ile
olan iligkisine odaklaniyor. Bu amagla 1979-2019 dénemi igin aralarinda Tiirkiye, Hindistan, Cin,
Meksika, Brezilya ve Endonezya’nin yer aldigi yiikselen piyasa ekonomilerinde dogrudan
yabanci yatirimlarin dis ticareti nasil belirledigine inceliyor. Calismada incelenen dénem, ayni
zamanda kiiresellesme siirecinin de ortaya ¢iktig1 ve hiz kazandigi bir donem. Bu donemin énemli
Ozelliginden birisi de dogrudan yabanci yatirimlarin giderek artmasi ve kiiresel {iretim-tedarik
zincirlerinin gelismesidir. Gelismis iilkelerdeki iiretimin ucuz is giicli ve dogal kaynak zenginligi
nedeniyle gelismekte olan {ilkelere kaymasi yine bu siirecin bir sonucudur.

Calismada kullanilan veri seti yillik olarak Diinya Bankasi veri sisteminden elde edilmistir.
Testler oncesi serilerin duraganligini belirlemek i¢in panel birim kok testleri yapilmsitir. Bu
testler sonucunda serilerin duragan oldugu belirlenmis ve analize gecilmistir.Calismada dogrudan
yabanci yatirimlar, ihracat ve ithalat arasindaki uzun dénem iliskileri incelemek igin sakli panel
es-biitlinlesme testi kullanilmigtir. Daha sonra bu iliskilerinin yoniinii arastirmak i¢in asimetrik
panel nedensellik testi uygulanmistir.

Sonuglar inceledigimiz E7 iilkelerinde uzun dénemde dogrudan yabanci yatirimlar ve ihracat
arasinda bir iligkinin bulundugunu dogruluyor. Buna gore dogrudan yabanci yatirimlar bu
ckonomilerin iiretim yapilarimi degistirerek onlarmn ihracat performasim artirtyor. Ihracatin
artmasi ise bu iilkellerin gelir ve istihdam yaratma kapasitelerine olumlu katki sagliyor. Uzun
donemde ihracat ve ithalat arasinda pozitif ve negatif iliskinin varlig1 ise daha ¢ok ihracatin
ithalat1 da yonlendirdigi anlamina geliyor. Bunun nedeni yiikselen piyasa ekonomilerinde
iiretimin ithat ara mali ve girdi malina olan bagimliligidir. Bu da demek oluyor ki s6z konusu
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iilkeler yiiksek teknoloji iireten-yiiksek katma deger yaratan bir iiretim siirecine sahip degiller.
Daha cok c¢ok uluslu sirketlerin iiretim siireclerinde tedarik zincirinde yer almaktalar. Bu da bu
iilkelerin ucuz ve egitilmis is giicli nedeniyle tercih edildiklerini gosteriyor. Dogal kaynak zengini
de olan bu tilkelerin bu kaynaklar isleyerek satma konusunda da basarili olduklart séylenemez.
Nitekim dogrudan yabanci yatirimlar ile ihracat arasindaki asimetrik iliskinin varligi da bunu
dogruluyor. Bu iilkelerden dogrudan yabanci yatirimlarin ¢ikisi bu iilkelerin ihracatinin da
diismesine neden oluyor

Gelismekte olan ekonomilerin ya da yiikselen piyasa ekonomilerinin ihracata dayali bir biiyiime
modeline ihtiyaclari var. Uretim ve istihdam artis1 i¢in bu olmazsa olmaz. Burada énemli olan
ihracatin yaratacagi katma degerin ise yliksek olmasidir. Bunu saglayabilmek i¢in nitelikli isgiicii,
sermaye birikimi, ar-ge ve teknolojinin gelistirilmesi gerekir. Bu anlamda dogrudan yabanci
yatirimlarin bu alanlarda gelisimin saglanmasina 6nemli katkilari olabilir. Fakat bunun i¢in dogru
sanayilesme ve kalkinma politikalarin belirlenmesi gerekir. Aksi takdirde bu iilkeler ucuz isgiicii
saglayan birer tedarik zinciri olarak kalmaya devam ederler. Bu galismanin sonuglar1 da son 30
yilda bu durumun degismedigini gosteriyor.

Bu calismanin sonuglari dogrudan yabanci yatirimlarin tiirlerine gore yiikselen piyasa
ekonomilerine olan katkilariminin cografik iilke gruplarnn kapsaminda karsilastirilmasini
inceleyecek caligmalarla gelistirilebilir.
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