Taylor & Francis
e Online & !

Home P All Journals » Global Development P The Journal of Development Studies P List of Issues
» Volume 40, Issue 1 P Foreign direct investment, financial dev ....

The Journal of Development Studies >
Volume 40, 2003 - Issue 1
7,715 596 37

Views  CrossRef citations to date Altmetric
Original Articles

Foreign direct investment, financial
development and economic growth

Niels Hermes & Robert Lensink
Pages 142-163 | Published online: 04 Jun 2010

66 Cite this article https://doi.org/10.1080/00220380412331293707

Sample our
Global Development

Journals

>> Sign in here to start your access
to the latest two volumes for 14 days

&6 Citations Ll Metrics & Reprints & Permissions Read this article

Abstract

This article argues that the development of the financial system of the recipient country
is an important precondition for FDI to have a positive impact on economic growth. A
more developed financial system positively contributes to the process of technological
diffusion associated with FDI. The article empirically investigates the role the
development of the financial system plays in enhancing the positive relationship
between FDI and economic growth. The empirical investigation presented in the article
strongly suggests that this is the case. Of the 67 countries in data set, 37 have a
sufficiently developed financial system in order to let FDI contribute positively to

economic growth. Most of these countries are in Latin America and Asia.
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