Foreign Direct Investment Promotion
Foreign Direct Investment is generally thought to benefit an economy. It brings extra capital, foreign experience and technology. No wonder then that many governments have tried to find ways to stimulate Foreign Direct Investments. 

There are several ways a government can influence how attractive their country is for foreign investors. Safeguarding property rights is one way, moderate taxation is a second. 

Many governments also have created ‘Investment Promotion agencies’, short IPA’s, to provide potential investors with information about investment opportunities in a country.
In 2005, also the Ukrainian government established such agency, ‘Invest Ukraine’.

Governments hope that such information agencies will not only convince investors to open their wallets and invest but also that they will improve the ‘match’ between foreign investors and local firms. The better the match, the more profitable the relationship will be for both the foreign investors and the local firm.
In a recent study, Andrew Charlton of the London School of Economics and Nicolas Davis of Oxford University assess how effective these agencies are in attracting FDI. They note that most agencies target specific industries rather than making broad publicity for the country. ‘Invest Ukraine’, for example, mentions on its website it will focus on the following ‘strategic sectors’ - Machinery / Automotive, Consumer electronics, ICT/High Tech, Agriculture / Food processing, Aerospace / aircraft, Alternative energy.
When agencies target an industry it typically means, they will have staff specialized in those industries, they will do more marketing towards these industries or will have special services for these industries. Agencies do this targeting because their resources are typically too limited to cover all sectors.

This difference in treatment between sectors allows Andrew Charlton and Nicolas Davis to estimate the effect of the presence of promotion agencies.  Indeed these targeted industries should benefit from the establishment of the agencies, while non-targeted industries should not be affected by their presence. And hence, the difference in what happens to FDI to targeted and non-targeted industries after the establishment of an agency can be used as an indicator of how effective the promotion agency is. 
The authors asked 28 agencies of OECD countries about which industries they targeted in the period 1990-2001, when they started targeting each industry and when they stopped targeting. Then, they linked this information to data on FDI flows to these countries. Their estimates show that the growth rate of FDI of an industry will increase by 41 percent when it is targeted for investment promotion. A substantial effect indeed! If correct, the abovementioned sectors targeted by InvestUkraine can expect an increased interest of foreign investors. 
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