University of Rochester
Department of Political Science

IR 220: NON-STATE ACTORS IN THE WORLD POLITICS

FALL 2009
Instructor: Tatiana Vashchilko Office Hours: WF 11:00-12:00 PM, and by appointment
Class Location: LATT 431 Office: Harkness 320B
Class Lectures: M 2:00-4:40 PM E-mail: tvashchilko@ur.rochester.edu

Required Texts:

1. Navaretti, G.B. and A.]. Venables. 2006. Multinational Firms in the World Economy. Princeton
University Press.

2. Jensen, M. Jensen. 2000. Nation-States and the Multinational Corporations: A Political Economy of Foreign
Direct Investment.

Recommended Texts:

Regular reading of The Economist (special student’s subscription is available at
https://www.economistacademic.com/subscribe_single.cfm ).

WELCOME! You have chosen a course which will improve your understanding of the
politics of foreign direct investment (FDI) and multinational corporations (MNCs). Global foreign
direct investment inflows reached a record $1,833 billion in 2007 (UNCTAD 2008). Roughly half of
the world’s largest 200 governing entities are MNCs. Crossing the boundaries between theories of
international political economy, globalization, international business, and development, this course
offers an introduction to the international political economy of MNCs and their interaction with
governments. The main themes cover theories to explain why firms invest abroad, the effects of
foreign direct investments on domestic and foreign policy, the bargaining between MNCs and host
governments, the expropriation of assets by host countries, “dependency,” corporate political
activities, and the regulation of foreign investment. Students are expected to complete weekly
reading assignments, contribute to class discussion, and design a semester-long research project.

ASSIGNMENTS AND GRADE DISTRIBUTION

% of Total Maximum Possible

Points
Mid-Term Exam I (November 16™) 20% 100
Final Exam (December 16" at 16:00 PM) 20% 100
Two group presentations 10%, 10% 50, 50
One quantitative homework assignment 10% 50
One two-part semester long project 10%, 15% 50, 75

Attendance 5% 25
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COURSE POLICIES

Lectures: 1 expect you to be on time at every lecture, and you have the right to expect that
every lecture will start and end on time. You have the right to determine how much reading you
need to do well in the class, but I expect you to read the assigned chapter(s) and papers in the
Course Outline before each class. You have the right to learn passively in class. That is, I will not
force you to participate by calling on you. But I am going to create an effective learning environment
in the classroom. And there is a lot YOU can do to help to make a good learning environment for
yourself and your classmates. This includes not only active participation in class by asking questions
and getting involved in class tasks, but also avoiding any distracting activities, such as coming to
lecture late or leaving it early, reading newspapers during the lectures, or even talking with other
students. All of that will make it impossible to give a good lecture and add value to you and your
colleagues. I will appreciate you turn off cell phones before class begins. PLEASE AVOID ANY
DISTRACTING ACTIVITIES DURING THE LECTURE!!!

Attendance: 1 will take attendance every day by doing small in-class tasks or pop-quizzes,
which can be in the very beginning or very end of the class, or in the middle of the class. Moreover,
coming to every lecture gives you the opportunity to earn those 5% that sometimes is crucial in
raising the grade from C+ to B-. IT IS IMPORTANT TO BE IN CLASS!!!

Quantitative homework assignment: Fach student should complete one homework assignment.
You will need to collect data and use some software package to analyze and graph the relationship
between chosen variables (cause-effect relationship). You can use Excel to table and graph the
relationship (preferably). More details on the requirements for the data and the choice of variables
related to our course will be given later in the course. This assignhment is a preparation stage for your
semester-long project, which will require the use of similar techniques and skills.

Exams: The total number of exams is TWO: ONE midterms and a final. The length of the
midterm exam is 50 minutes. The length of a final exam is 1 hour and 40 minutes. You will need a
pencil or pen and a calculator on your exams, and you are not allowed to use a cell phone or to
borrow a calculator during the exam. The exam scores will be available by the next week class
period. All exams are closed book. Each exam will focus on all the material covered before the
exam. There are two sections in each exam: a concept/argument part and an article part. Each
section will account for 50% of your grade. In the concept part, your comprehension of the key
course concepts and arguments is tested. In the argument part, your comprehension of the research
question, the main argument of an academic journal article, and interpretation of the statistical
tindings in the article is tested. The academic journal article for the second part of the exam is not
covered in the course.

Make-ups: If you miss an exam without any valid excuse, you will receive 0 points for the
exam. With a valid excuse you will be allowed to take the regular subsequent exam instead of the
one you missed without penalty. As a result the weight of missed exams with a valid excuse will be
reallocated to the remaining exams.

Grades and Grading Scale: As one of my professors has noted, “grades are a carrot that
encourages learning.” I will not hesitate to give a poor grade, if your performance indicates that you
have not learned the material, but I want everyone in this class to do well.

Regrades: 1 will give you the grade that reflects at what rate your assignment is correct. I will
put every effort to do it the first time around. I reserve the write to raise, leave the same or lower the
grade. I will regrade the work in its entirety. If you would like to regrade your work, please, write the
memo explaining why you are uncomfortable with grade and why you think your work should be

regraded.
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DISABILITY ACCESS

University of Rochester encourages qualified people with disabilities to participate in its
programs and activities and is committed to the policy that all people shall have equal access to
programs, facilities, and admissions without regard to personal characteristics not related to ability,
performance, or qualifications as determined by University policy or by state or federal authorities. If
you anticipate needing any type of accommodation in this course or have questions about physical
access let me know as soon as possible. I’'m here to help!

VALID EXCUSES

During the course many possible situations may arise that would result in your inability to
attend class, attend exams, or perform at a minimally acceptable level during an examination. Illness
or injury, family emergencies, certain University approved curricular and extra-curricular activities,
and religious holidays can be legitimate reasons to miss class or to be excused from a scheduled
examination.

In the case of your own illness or injury, confirmation from a physician, physician’s assistant,
a nurse practitioner, or a nurse is required. Barring extraordinary circumstances, the confirmation
must be available to the instructor prior to the missed course event.

With regard to family emergencies, you must provide verifiable documentation of the
emergency. Given the vast array of family emergencies the instructor will provide precise guidance
as to what constitutes adequate documentation. Unless the emergency is critical you should notify
the instructor in advance of your absence from the scheduled course event. In cases of critical
emergencies, you must notify the instructor within one week of your absence.

For University approved curricular and extra-curricular activities, verifiable documentation is
also required. The student should obtain from the unit or department sponsoring the activity a
letter (or class absence form) indicating the anticipated absence(s). The letter must be presented to
the instructor at least one week prior to the first absence. In the case of religious holidays, the
student should notify the instructor by the third week of the course of any potential conflicts.

ACADEMIC HONESTY

University of Rochester defines academic honesty as the respect of “the integrity of one another’s work and recognize the
importance of acknowledging and safeguarding intellectual property” (from Arts, Science and Engineering College
Academic Honesty Policy, bttp:/ [ www.rochester.edu/ college/ honesty/ docs/ Academic Honesty.pdf)

“Academic dishonesty can involve a wide range of offenses. Our policy lists several types of offenses, including (but not
limited to): Plagiarism, Copying papers, Copying answers on exanis, Any other act that represents someone else's work
as your own, Misuse of library materials such as the removal of books from the libraries without formally checking ont
the items, or the intentional hiding of materials, or the refusal to return reserve readings to the library, ete., Obtaining
an exam prior to its administration, Using unauthorized aid during an examination. Academic dishonesty is not
limited to those offenses listed above. The best course of action if you're not sure if what you're doing constitutes
academic dishonesty is to ask first. Ask via e-mail if possible, and save a copy of the response” (Definition of
Academic Dishonesty in zhe Arts, Science and Engineering College Academic Honesty Policy
http://www.rochester.edu/college /honesty/students.html#con).
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COURSE OUTLINE AND READING LIST

(please, note that only some of the readings for each class are required, and the rest are
complimentary)

September 7. Labor Day - no class.

September 14. Definitions, Facts about Multinationals, and Case Studies.

Required:

Navaretti and Venables, Chapter 1, “Facts and Issues,” pp.1-22.

Lipsey, Robert E. 2003. Foreign Direct Investment and the Operations of Multinational Firms: Concepts,
History, and Data,. in E. Kwan Choi and James Harrigan (eds.), Handbook of International Trade,
Blackwell: Oxford, UK.

United Nations Conference on Trade and Development. 2009. Assessing the impact of

the current financial and economic crisis on global FDI flows.
http://www.unctad.org/en/docs/diaeia20093 en.pdf

United Nations Conference on Trade and Development. 2007. The Universe of the Largest
Transnational Corporations. http://www.unctad.org/en/docs/iteiia20072 en.pdf

September 21. Regional Trends in FDI and Case Studies.

Required:

Basu, Anupam, and Krishna Srinivasan. 2002. Forejgn Direct Investment in Africa — Some Case Studies.
IMF Working paper. http://www.imf.org/external/pubs/ft/wp/2002/wp0261.pdf

Foreign direct investment in Africa: Performance, challenges, and responsibilities. 20006. Journal of
Asian Economics, Volume 17, Lssue 2: 2471-260

Gao, Ting. 2005. Foreign direct investment from developing Asia: some distinctive features.
Econonzics Letters, Volume 86, Lssue 1: 29-35.

Lin, Feng-Jyh. 2009. The determinants of foreign direct investment in China: The case of Taiwanese
firms in the I'T industry. Journal of Business Research, In Press.

Tuman and Emmert, “The Political Economy of U.S. Foreign Direct Investment in Latin America:
A Reappraisal,” Latin American Research Review 39, No. 3 (October 2004), pages 9-28.

Montero. 2008. Macroeconomic Deeds, Not Reform Words. The Determinants of Foreign Direct
Investment in Latin America. Latin American Research Review, Vol. 43, No. 1.

Drahokoupil, Jan. 2008. The Investment-Promotion Machines: The Politics of Foreign Direct
Investment Promotion in Central and Eastern Europe. Europe-Asia Studies 60(2): 197-225.

September 28. Overview of the FDI Theories.

Required: Navaretti and Venables, Chapter 2, “The Multinational Enterprise: an Overview of
Theory and Empirical Findings,” pp. 23-48.

Frieden and Lake, “Production,” pp. 141-144.

Hart and Prakash, “Strategic Trade and Investment Policies: Implications for the Study of
International Political Economy,” 180-192.

Caves, "The Multinational Enterprise as an Economic Organization," pp. 145-155.

October 5. No class - Fall Break.
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October 12. Economic and Political Determinants of FDI: Vertical FDI and Horizontal
FDI.

Required:
Navaretti and Venables, Chapter 3, 4, 6.

October 19. Economic Explanations for Multinational Corporations.

Required:

Oatley, Chapter 8, “Multinational Corporations in the Global Economy,” pp. 164-188.

Frieden and Lake, “Production,” pp. 141-144.

John H. Dunning. The Eclectic Paradigm of International Production: A Restatement and Some
Possible Extensions Journal of International Business Studies, Vol. 19, No. 1. (Spring, 1988), pp. 1-
31.

Markusen, James. 1995. The Boundaries of Multinational Enterprises and the Theory of
International Trade. Journal of Economic Perspectives 9 (2): 169-189.

October 26. The Politics of Multinational Corporations

Required:

Oatley, Chapter 9, “The Politics of Multinational Corporations,” pp. 189-213.

Frieden and Lake, “Production,” pp. 141-144.

Tarzi, "Third World Governments and Multinational Corporations: Dynamics of Host Bargaining
Powert," pp. 156-166.

Fieldhouse, "'A New Imperial System'? The Role of the Multinational Corporations Reconsidered,"
pp. 167-179.

Coan, Travis G; Kugler, Tadeusz. 2008. The Politics of Foreion Direct Investment. An Interactive
Framewortk. International Interactions, 34 (4): 402-422.

Fagre, Nathan and Louis T. Wells. 1982. “Bargaining Power of Multinationals and Host
Governments.” Journal of International Business Studies 13(2):9-23.

November 2. Multinational Firms and Domestic Governments

Required:

Jensen, Chapters 1, 2, 3.

Navaretti and Venables, Chapter 7.

Lim, Sung-Hoon. 2008. How investment promotion affects attracting foreign direct investment:
Analytical argument and empirical analyses. Infernational Business Review, 17(1): 39-53.

Kobrin, Stephen. 1984. Expropriation as an Attempt to Control Foreign Firms in LDCs: Trends
from 1960s to 1979. International Studies Quarterly 28: pp.329-348.

Li, Quan. 2009. Democracy, Autocracy, and Expropriation of Foreign Direct Investment.
Comparative Political Studies 42(8): 1098-1127.

Nathan M. Jensen. 2008. Political Regimes and Political Risk: Democratic Institutions and
Expropriation Risk for Multinational Investors. Journal of Politics 70 (4): 1040-1052.

November 9. Political Regime and FDI.

Required:

Jensen, Chapters 5, 6.

Li, Quan and Adam Resnick. 2003. “Reversal of Fortunes: Democracy, Property Rights and
Foreign Direct Investment Inflows in Developing Countries,” International Organization 57(1):1-37.
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Jensen, Nathan M. 2003. Democratic Governance and Multinational Corporations: Political Regimes
and Inflows of Foreign Direct Investment. International Organization 57 (3): 5

87-616.

Nathan M. Jensen and Guillermo Rosas. Foreign Direct Investment and Income Inequality in
Mexico, 1990-2000. International Organization 61: 467-487.

Oneal, John. 1994. The Affinity of Foreign Investors for Authoritarian Regimes. Political research
Quarterly 47(3): 565 — 88.

November 16. Midterm 1.

Political Risk, FDI, and Regulation of MNCs.

AON Crises Management. 2007. “2007 Political and Economic Risk Map.” AON Trade Credit US.
2008. “2008 Political and Economic Risk Map.”

Wagner, Daniel. 1994. “A new world for political risk investment insurance.” Risk Management
41(10): 30.

Morisset, Jacques, and Olivier Lumenga Neso. “Administrative Barriers to Foreign Investment in
Developing Countries.” The World Bank 2848.

Azzimonti, Marina, and Pierre-Daniel G. Sarte. 2007. “Barriers to Foreign Direct Investment Under
Political Instability.” Economic Quarterly 93(3): 287-315.

Thomas P. Murtha; Stefanie Ann Lenway. 1994. Country Capabilities and the Strategic State: How
National Political Institutions Affect Multinational Corporations' Strategies. Strategic Management
Journal 15:113-129.

Thomas L. Brewer Government Policies, Market Imperfections, and Foreign Direct Investment
Journal of International Business Studies, Vol. 24, No. 1. (Ist Qtr., 1993), pp. 101-120.

Vernon R.. Big Business and National Governments: Reshaping the Compact in a Globalizing
Economy Journal of International Business Studies ~ September 2001, vol. 32, no. 3, pp. 509-
518(10).

William E. Kovacic; Carl Shapiro. 2000. Antitrust Policy: A Century of Economic and Legal
Thinking (in Symposium: Looking Backward at Economics and the Economy) The Journal of
Economic Perspectives, Vol. 14, No. 1. pp. 43-60.

November 23. The rise of international investment agreements: Definitions and Facts.
The Office of the United States Trade Representative (USTR). “2004 U.S. Model Bilateral
investment Treaty (BIT).” Available at:

http://www.ustr.gov/assets/Trade Sectors/Investment/Model BIT/asset upload file847 6897.p
df .

UNCTAD. 2004. International Investment Arrangements: Key Issues., UNCTAD Series on
International Investment Policies for Development. New York and Geneva: United Nations.
Shihata, Ibrahim F.I. 1993. Legal Treatment of Foreign Investment: The World Bank Guidelines.
Dotdrecht/Boston/London: Martinus Nijhoff Publishers.

Salacuse, Jeswald W. 1990. BIT by BIT: The Growth of Bilateral Investment Treaties and Their
Impact on Foreign Investment in Developing Countries. The International Lawyer 24:655-675.
Raustiala, Kal. 2005. Form and Substance of International Agreements. The American Journal of
Internaitonal Law 99 (3):581 - 614.

November 30. The rise of international investment agreements: Theories and Findings.
Required:
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Elkins, Zachary, Andrew T. Guzman, and Beth A. Simmons. 2006. Competing for Capital: The Diffusion
of Bilateral Investment Treaties, 1959—-2000. International Organization 60: pp. 811-846.

Neumayer, Eric and Laura Spess. 2005. Do Bilateral Investment Treaties Increase Foreign Direct
Investment to Developing Countries? World Development 33 (10):1567 - 1585.

Martin, Lisa. 2005. “The President and International Commitments: Treaties as Signaling Devices.”
Presidential Studies Quarterly 35 (3): 440-4065.

Mansfield, Edward D., Helen V. Milner, and B. Peter Rosendorff. 2002. “Why Democracies
Cooperate more: Electoral Control and International Trade Agreements.” International Organigation 56
(3): 477-513.

Hallward-Driemeier, Mary. 2003. Do Bilateral Investment Treaties Attract Foreign Direct
Investment? Only a Bit ... and They Could Bite. In Policy Research Working Paper.

Guzman, Andrew T. 1998. Why LDCs Sign Treaties That Hurt Them: Explaining the Popularity of
Bilateral Investment Treaties. Virginia Journal of Internaitonal Law 38:639 - 688.

Biithe, Tim and Helen Milner. 2006. The Politics of Foreign Direct Investment into Developing
Countries: Increasing FDI through International Trade Agreements? Working Paper

http:/ /www.ptrinceton.edu/~hmilner/working%20papers/ButheMilner FDITrade_Nov2006.pdf
Bubb, Ryan and Susan Rose-Ackerman. 2007. BITs and Bargains: Strategic Aspects of Bilateral and
Multilateral Regulation of Foreign Investment. International Review of Law and Economics 27
(3):291 - 311.

December 7. Design of International Investment Agreements.

Required:

Koremenos, Barbara, Charles Lipson, and Duncan Snidal. 2001. The Rational Design of
International Institutions. International Organization 55 (4):761 - 99.

Koremenos, Barbara. 2001. Loosening the Ties That Bind: A Learning Model of Agreement
Flexibility. International organization 55(2): 289 — 325.

Guzman, Andrew T. 2005. The Design of International Agreements. The European Journal of
International Law 16 (4):579 - 612.

Peterson, Luke Eric. 2002. All Roads Lead Out of Rome: Divergent Paths of Dispute Settlement in
Bilateral Investment Treaties. National Institute for Security and Sustainable Development
Publications.

Freyer, Dana H. and David Herlihy. 2005. Most-Favored-Nation Treatment and Dispute Settlement
in Investment Arbitration: Just How "Favored" is "Most-Favored"? ICSID Review Foreign
Investment Law Journal 19 (1).

December 16. 16:00PM. Final Exam. Latt 431.




