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Abstract

The aim of this article is to assess whether the integration of European
Union (EU) economies into international investment flows, measured by
stocks of inward (IFDI) and outward foreign direct investment (OFDI)
relative to GDP, is associated with economic growth and the resilience
of GDP dynamics. The study is motivated by the growing importance of
economic resilience in European policy debate, particularly in the context
of competitiveness, economic security, and the ability of economies to
respond to external shocks. In this context, resilience should be understood
not merely as a positive effect of FDI on GDP growth, but also as greater
stability of economic performance, reduced vulnerability to fluctuations,
and an enhanced ability to restore economic momentum following periods
of disruption.

The study employs both qualitative and quantitative research methods.
The qualitative component includes a review of the literature on FDI,
economic growth, and economic resilience, as well as an analysis of selected
European Union (EU) strategic documents addressing competitiveness
and resilience. The quantitative analysis is based on Eurostat panel data for
EU Member States covering the period 2014-2024 and includes Pearson
correlation analysis, scatterplots, and baseline regression estimations.
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The findings indicate that the relationship between FDI and GDP
growth is relatively weak and ambiguous. While IFDI exhibits a modest
positive association with growth dynamics, OFDI does not demonstrate
a statistically meaningful relationship with either economic growth
or resilience. Moreover, countries with higher levels of integration
into international investment flows do not appear to experience lower
GDP growth volatility. These results indicate that FDI should not be
regarded as an automatic determinant of economic resilience. Rather, its
contribution depends on factors such as the quality of investments, its
degree of embeddedness in the domestic economy, sectoral structure, and
the absorptive capacity of a host country.

Keywords: Inward Foreign Direct Investment, Outward Foreign Direct
Investment, Resilience, European Union

Introduction

The free movement of capital constitutes one of the fundamental
freedoms underpinning the EU’s internal market. It entails the progressive
removal of restrictions on foreign investors’ access to domestic markets
and on the operation of foreign capital within those markets. In the long
run, the free movement of production factors contributes to their more
efficient allocation across economies. Within the European Union, capital
movements between Member States are governed by the principle of full
liberalisation and are therefore free from restrictions. The situation differs,
however, regarding non-EU countries. Article 66 of the Treaty on the
Functioning of the European Union (TFEU) permits the introduction of
temporary restrictions where the stability of the Economic and Monetary
Union is threatened by capital movements. Additional exceptions to the
principle of free capital movement may arise from international sanctions
or treaty obligations (Borowicz, 2019).

Although foreign direct investment (FDI) is generally regarded as
a component of the free movement of capital, provisions contained within
the EU’s Common Commercial Policy, particularly Articles 206 and 207
TFEU, are also of significant importance. In the Union’s external relations,
FDI falls within the exclusive competence of the European Commission
as part of the Common Commercial Policy. Consequently, FDI is situated
at the intersection of two legal dimensions. On the one hand, it represents
an aspect of the free movement of capital that is essential for the effective
functioning of the internal market. On the other hand, it plays a crucial role
in the EU’s economic policy towards third countries (Borowicz, 2020). The
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freedom of capital movement encompasses not only monetary transfers but
also a broad range of transactions involving assets and liabilities, including
direct investment, real estate acquisitions, securities trading, loans, credit
operations, and payment systems (Borowicz, Stefaniak, 2021).

The publication of recent reports on the competitiveness of the
European economy has stimulated an extensive public debate concerning
the EU’s capacity to build and maintain its competitive position in the
global economy. In particular, reports prepared by Mario Draghi and
Enrico Letta have triggered discussions within the European Commission
(EC) regarding the future trajectory of the European Union within the
global economic landscape (Draghi, 2024a; Letta, 2024).

Against this backdrop, this article examines whether foreign direct
investment contributes to the economic resilience of EU economies.
Since the global financial crisis of 2008, the European economy has been
exposed to a series of major external shocks, including the financial
crisis, the economic slowdown associated with so-called “slowbalisation”,
the COVID-19 pandemic, and the energy crisis triggered by Russia’s
invasion of Ukraine. The empirical findings are interpreted in light of the
recommendations proposed by Draghi (2024a) and Letta (2024), as well as
the European Commission’s subsequent policy responses.

The study adopts a mixed-methods approach combining qualitative
and quantitative analyses. The qualitative component consists of
a literature review on the relationships between FDI, economic growth,
and economic resilience, as well as an examination of recent EU strategic
documents, including the Draghireports, which emphasise the importance
of resilience, competitiveness, and investment in an environment
characterised by increasing external shocks.

The quantitative component is based on Eurostat panel data for EU
MemberStatescoveringtheyears2014—-2024.ItemploysPearsoncorrelation
analysis, scatterplot examination, and baseline regression estimations
designed to assess the relationship between inward and outward FDI and
both economic growth and the stability of GDP dynamics. All statistical
data used in this study were obtained from Eurostat.

The following research hypotheses are formulated:

H1: Capital internationalisation is associated with the resilience
of economic growth in EU countries; however, the direction and strength
of this relationship differ between inward and outward FDI.

To support the main hypothesis, two auxiliary hypotheses are
proposed:
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Hla: Inward FDI stock is positively associated with GDP growth in
EU economies.

H1b: Outward FDI stock is positively associated with GDP growth in
EU economies.

H2: Countries characterised by a higher degree of capital
internationalisation exhibit lower volatility in GDP growth.

The empirical strategy consists of several stages. First, descriptive
statistics and Pearson correlation coefficients are used to examine the
data structure and assess preliminary linear relationships between FDI
and GDP growth. Second, scatterplot analyses with second-degree
polynomial trend lines are used to investigate the possibility of non-linear
relationships between FDI and economic growth. Finally, economic
resilience is operationalised as growth stability, measured by the standard
deviation of annual GDP growth rates for each country. Countries are
divided into high-FDI and low-FDI groups based on the median value of
a synthetic indicator, (FDI Index), which combines average inward and
outward FDI stocks.

The purpose of the analysis is not to demonstrate causal relationships.
Rather, it seeks to determine whether countries characterised by higher
levels of inward and outward FDI display more stable GDP growth
dynamics over time.

Resilience and Related Concepts

According to Turner et al. (2003), resilience is a key determinant of
vulnerability, as vulnerability arises not only from exposure to disturbances
and stressors, but also from the level of resilience and sensitivity to
particular phenomena (Nazarczuk, Uminski, Marquez-Ramos, 2020).
These considerations originate from analyses of environmental change,
on the basis of which Turner et al. developed a conceptual framework in
which resilience plays a central role. They argue that resilience should be
analysed across three dimensions: coping or response, impact or response,
and adjustment and adaptation or response (see also: Nazarczuk et al.,
2020; Turner et al., 2003).

The previously mentioned increased emphasis on stability following
the financial crisis has placed the global economy in an environment
characterised by volatility, uncertainty, complexity, and ambiguity
(VUCA) (Evans, Reid, 2013). Ruiz Estrada (2020) notes that periods of
crisis expose structural vulnerabilities to external shocks. The VUCA
nature of the economic environment leads countries and international
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organisations to pay increasing attention to their capacity to adapt to
change and emerging risks. In this sense, resilience may be understood as
the ability to minimise economic losses resulting from disaster or crisis
(Hallegatte, 2014; Uminski, Nazarczuk, Borowicz, 2023).

Resilience emerges at the intersection of economic, social, and
environmental capital, each of which plays a different role (Wilson,
2012). In an increasingly globalised and structurally evolving economy,
the development of resilience mechanisms has become essential. The
COVID-19 pandemic revealed that deep integration into global networks
can increase exposure to external shocks, while excessive reliance on
domestic resources may also generate vulnerabilities linked to limited
competitiveness and reduced diversification of inputs (Ghazalian, 2025).

Resilience is thus a dynamic phenomenon, interpreted through the
capacity for learning, innovation adaptation,and evolution under changing
conditions. Martin and Sunley (2015) argue that resilience should not
be reduced to a “bouncing back” effect, referring to a return to a pre-
crisis state, but should also include “bouncing forward”, understood as
learning-driven adaptation and structural change (adaptive resilience). In
this sense, resilience fulfils both a reactive function and a transformative
function, contributing not only to the survival of an entity, but also to long-
term adjustment to an evolving environment (Martin, Sunley, 2015). In
the context of the ongoing digital transformation of business and society,
the notion of “bouncing beyond” has also gained relevance, referring to
resilience built and enhanced through the use and implementation of new
processes, such as digitalisation, as well as the ability to manage novel
systemic challenges (Clement et al., 2023).

The EC has devoted increasing attention to the concept of resilience
from political, institutional, and societal perspectives. The aim has
been to develop a unified analytical framework capable of assessing and
measuring Member States’ capacity to respond to crises and adapt to
changing external conditions. These efforts resulted in the preparation
of a document defining the key components of resilience and proposing
a set of indicators for its systematic monitoring (Borowicz, Kuczewska,
2025, pp. 35-41).

As early as 2021, the Commission introduced the Single Market
Emergency Instrument (SMEI), whose purpose was to safeguard the
functioning of the common market during times of crisis. This initiative
was followed in 2024 by the Internal Market Emergency and Resilience
Act (IMERA). Together, these instruments are intended to improve
the identification of emergency situations, strengthen crisis-response
mechanisms, and facilitate the implementation of joint measures based

333



Studia Europejskie — Studies in European Affairs, 2/2026

precisely on a processual and dynamic mechanism of resilience-building
(Borowicz, Kuczewska, 2025, p. 50).

The phenomenon of foreign direct investment is inherently complex,
and the existing literature does not provide a definitive assessment of
whether foreign capital engagement through FDI generates predominantly
positive or negative effects. As Forsgren argues, FDI possesses a dual
character: on the one hand, it may be a “beauty”, while on the other,
a “beast”, depending on the different roles it may assume (Forsgren, 2008;
2017; Gorynia et al., 2019). This appropriately employed metaphor indeed
reveals FDI’s dual character; it can act either as a source of economic
benefits or as a source of potential challenges, depending on the roles it
assumes within a given economic and institutional context.

Research on the relationship between resilience and FDI remains
inconclusive. Evidence suggests that different types of capital flows exhibit
different dynamics across phases of the business cycle, particularly during
periods of crisis (Calder6én, Didier, 2009). Levchenko and Mauro (2007)
demonstrated that FDI is not only less volatile but also demonstrates
greater resilience during episodes of sudden economic slowdown.

A substantial body of literature links FDI to economic growth.
Borensztein, De Gregorio, and Lee (1998) argue that FDI is an important
component of economic growth because it serves as a channel for the
transfer of technology and material know-how, and contributes more
than domestic investment. However, these benefits are conditional upon
the host economy’s capacity to absorb spillover effects, particularly its
ability to adopt advanced technologies. More recent evidence suggests
that the determinants of FDI may vary across periods of stability and
crisis. Ben Romdhane, Kammoun, and Werghi (2024) found that in the
pre-pandemic period, economic growth, domestic investment, imports,
and exports significant drivers of FDI inflows in Asia, whereas after the
pandemic, structural characteristics of Asian economies determined FDI
inflows and were therefore more important.

The positive impact of FDI on economic growth is further supported
by Iamsiraroj and Ulubasoglu (2015), who found that this global
relationship also applies to developing countries and that, importantly,
it is current FDI inflows that are more strongly associated with growth
rather than past investment. Their analysis operationalises absorptive
capacity not through the quality of human capital such as education,
but through trade openness and financial market development. These
findings may open new avenues for research into the impact of FDI on
economic resilience, particularly in periods of heightened uncertainty
and global turbulence.
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Using Poland as a case study, Uminski and Borowicz (2021) suggest
that FDI may have acted as a stabilising factor for the economy during
the pandemic-induced slowdown and supported post-crisis recovery.
The authors emphasise the superior performance of foreign-owned firms
relative to domestic enterprises across several dimensions, including
productivity, employment, export orientation, and innovation capacity.

Building on this perspective, Uminski et al. (2023) combine, in their
study, the issues of European foreign-owned entities, crisis dynamics, and
economic resilience. Their findings indicate that during the COVID-19
pandemic, European enterprises with foreign capital participation, as
well as those operating in the digital and high-tech sectors, demonstrated
a greater capacity to absorb shocks than domestically-owned firms.

The highly complex relationship between economic growth and FDI
justifies further research due to its inherently ambiguous nature. This
is particularly relevant within the framework of strategic resilience.
Accordingly, this article contributes to the debate on the role of FDI in
a VUCA environment.

Foreign Direct Investment in the Light
of the Letta and Draghi Reports

Letta (2024) and Draghi (2024a, 2024b) situate FDI within the broader
architecture of the EU’s competitiveness, economic security, and strategic
resilience. They emphasise the need to adapt the EU’s traditional model of
economic openness to emerging challenges, including the fragmentation
of the global economy, the race for technological leadership, and
increasing dependencies on critical raw materials. In this context, FDI
requires closer coordination with industrial policy, investment strategy,
and economic security frameworks given its multidimensional influence
on economic growth.

Letta (2024) argues that the Single Market requires further deepening
through the completion of the Capital Markets Union, culminating in the
development of a “Savings and Investments Union”. Such an initiative
would strengthen the Single Market as a source of increased financial
resources necessary to support the green and digital transitions, EU
enlargement, and security-related objectives. He further underlines that
capital and investment flows should be aligned with the EU’s strategic
developmental goals rather than contribute to dependence on external
financial centres. FDI should therefore play an important role in the
energy transition and in securing access to critical raw materials, while
remaining subject to effective screening and regulatory oversight. The
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EU should pursue a strategy of monitoring FDI to ensure that foreign
investments enhance productive and technological capacities rather
than increase strategic dependencies. In this respect, Letta’s approach is
consistent with the concept developed by Dunning and Narula regarding
the attraction of the “right kind” of FDI (Narula, Dunning, 2000; 2010).

The Draghi Report (2024a) places particular emphasis on the need
to establish a coherent industrial competitiveness strategy capable of
addressing major interrelated challenges: the innovation gap vis-a-vis
the United States and China, the integration of competitiveness with
decarbonisation, and the strengthening of security while reducing strategic
dependencies. Accordingly, Draghi (2024a) conceptualises FDI as an
integral component of external economic policy, whose purpose should
be to ensure the quality of both inward and outward FDI undertaken by
EU Member States, rather than serving as a policy objective in itself. Such
investments are expected to contribute to securing access to critical raw
materials, technologies, and components required for the energy transition
and to achieve the EU’s broader objective of strategic autonomy.

One of the key recommendations of the Draghi Report is to strengthen
the EU FDI screening mechanism and transfer greater competencies to
the European level. According to Draghi (2024a), the current model of
FDI screening is based primarily on national competencies. As a result, it
diminishes the EU’s ability to leverage its negotiating power in economic
relations.

In this context, Draghi (2024a) draws attention to the risks associated
with strategic investment by third-country actors, particularly in relation
to the potential acquisition of European technologies and know-how. To
address these challenges, the Report recommends optimising IFDI through
mechanisms such as knowledge-transfer requirements, the promotion of
joint-venture arrangements, and enhanced protection of intellectual property
rights. While FDI can serve as a source of knowledge, technological upgrades,
and production capacity, its benefits depend on institutional conditions that
ensure the retention of key competencies within the EU. This implies the
need to safeguard European technological base, diversify supply chains, and
reduce vulnerability to external shocks (Draghi, 2024b).

Both reports emphasise the dual nature of FDI, viewing it as
a potential instrument for strengthening the EU’s strategic resilience
when appropriately managed and directed. Although Letta and Draghi
place emphasis on somewhat different aspects of economic policy,
both underline the importance of attracting substantial volumes of
foreign capital while simultaneously developing the capacity to select
and manage investments in ways that maximise their contribution to
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competitiveness, productivity, technological autonomy, and resilience to
geopolitical pressures. This perspective provides a strong rationale for
conceptualising FDI not merely as a source of capital, but as a strategic
instrument through which the European Union can build and strengthen
its strategic resilience.

Empirical Strategy and Results

The following research is based on Eurostat data covering period 2014—
2024. The United Kingdom is excluded from the sample due to incomplete
data and its withdrawal from the European Union in 2020. The final sample
therefore comprises 27 EU Member States. Owing to a lack of availability
of certain variables, the resulting panel dataset is unbalanced.

Table 1. Definitions of the Variables

Variable Definition Source Exp'ected
sign
GDP_growth Annual growth rate of real GDP (volume |Eurostat | Dependent
measure), % variable
IFDI_GDP Inward foreign direct investment (FDI) | Eurostat +/-
stock as a percentage of GDP, %
OFDI_GDP Outward foreign direct investment (FDI) | Eurostat +/-
stock as a percentage of GDP, %
Inflation Harmonised index of consumer prices Eurostat -
(HICP) - indices and rates of change,
annual data; %
GDP_pc Real GDP per capita, measured as real Eurostat +
GDP divided by the average population
in a given year, EUR
Trade_open Trade openness, measured as the sum of ex- | Eurostat +
ports and imports as a percentage of GDPE, %
Unemployment Unemployment rate, measured as the Eurostat -
percentage of unemployed persons in the
total labour force, %
RD _GDP Gross domestic expenditure on research | Eurostat +
and development (GERD) as a percentage
of GDP, %
Natural logarithm of inward FDI stock as | Eurostat +/-
Log IFDI GDP |a percentage of GDP.
Natural logarithm of outward FDI stock | Eurostat +/-
Log OFDI GDP |as a percentage of GDP.
Dummy variable equal to 1 for the years | Manual -
Crisis 2020 2022 |2020-2022 and 0 otherwise

Source: the author’s own elaboration.
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The analysis includes GDP growth as the dependent variable and
includes two explanatory variables capturing the degree of capital
internationalisation — namely, inward FDI stock as a percentage of GDP,
and outward FDI stock as a percentage of GDP. In addition, the dataset
includes several control variables — namely, inflation, GDP per capita,
trade openness, the unemployment rate, and research and development
(R&D) expenditure as a percentage of GDP. A logarithmic transformation
was applied to selected variables to reduce the influence of extreme values
and improve the comparability of observations across countries (Table 1).

Table 2. Descriptive Statistics

Mean Median Sta1.1de_1rd Minimum | Maximum | Count
deviation

GDP_growth 2.617 2.500 3.731 -10.900 24.600 296
IFDI_GDP 364.493 58.500| 1043.746 10.100 6729.500 282
OFDI_GDP 392.256 35.000| 1263.885 0.200 8034.400 282
Inflation 3.252 2.100 3.718 -1.300 19.400 243
GDP_pc 31837.601| 24645.000| 21106.015| 7770.000 | 107570.000 296
Trade openness 134.354 125.350 66.122 53.900 412.200 296
Unemployment 7.424 6.500 3.990 2.000 26.600 296
RD_GDP 1.668 1.395 0.889 0.380 3.640 296
Log IFDI GDP 4416 4.069 1.332 2.313 8.814 282
Log OFDI_GDP 3.687 3.555 1.955 -1.609 8.991 282
Crisis_2020 2022 0.274 0.000 0.447 0.000 1.000 296

Source: the author’s own elaboration.

The empirical analysis begins with descriptive statistics for all variables
included in the study. The average GDP growth rate in the sample indicates
moderately positive economic growth dynamics across the panel (Table 2).
At the same time, GDP growth rates exhibit substantial variation across
countries and years.

The variables IFDI_GDP and OFDI_GDP exhibit highly skewed
distributions and contain notable outliers, including Cyprus, Ireland,
and Luxembourg. This pattern is particularly characteristic of small
open economies and financial centres, where FDI stocks relative to
GDP may reach exceptionally high levels. To mitigate the influence of
extreme observations and improve cross-country comparability, natural
logarithms of IFDI GDP and OFDI GDP were also employed in
subsequent analyses.

Pearson correlation analysis was used to assess the strength and
direction of linear relationships between GDP growth and the FDI
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variables, including both their original and logarithmically transformed
forms. The Pearson correlation coefficient serves as a bridge between
descriptive statistics and regression analysis. However, it does not allow
for causal inference.

In the first stage of the analysis, a basic Pearson correlation matrix was
calculated, including GDP growth and the main FDI-related variables —
namely, IFDI_GDP, OFDI_GDP, and their logarithmic transformations
(Table 3). The results reveal that the direct linear relationship between
FDI variables and GDP growth is weak. The correlation between GDP_
growth and IFDI_GDP is small, while the correlation between GDP_
growth and OFDI_GDP is virtually non-existent. Overall, this suggests
that, within the analysed sample, there is no clear linear co-movement
between inward and outward FDI stocks (as a percentage of GDP) and the
rate of economic growth.

Table 3. Pearson Correlation Matrix for GDP Growth and FDI Variables
(Basic Matrix)

Log IFDI_ | Log OFDI_
GDP_growth | IFDI_GDP | OFDI_GDP GDP GDP
GDP_growth 1.000
IFDI_GDP 0.056 1.000
OFDI_GDP 0.030 0.993 1.000
Log IFDI
GDP 0.178 0.814 0.781 1.000
Log OFDI_
GDP 0.059 0.680 0.668 0.800 1.000

Source: the author’s own elaboration.

After the logarithmic transformation, the relationship becomes
somewhat more pronounced, although it remains weak. The correlation
between GDP growth and Log IFDI_GDP indicates a more positive link
between inward FDI and economic growth. In contrast, the correlation
between Log OFDI GDP and GDP_growth remains low, suggesting
that outward FDI does not display a significant simple linear relationship
with economic growth (Table 3).

These findings suggest that the degree of a country’s capital
internationalisation does not function as an automatic catalyst for higher
GDP growth in the short term. An important result emerging from the
basic correlation matrix is the very strong positive relationship between
IFDI_GDP and OFDI_GDP. This suggests that economies characterised
by high inward FDI stocks relative to GDP also tend to exhibit high
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outward FDI stocks relative to GDP. The finding reflects a broader
degree of capital internationalisation, encompassing both the attraction
of foreign investment and investment activity abroad.

At the same time, the high correlation between the two FDI variables
suggests potential multicollinearity in regression models that include
both variables.

Given the weak correlations between GDP growth and the primary
FDI variables, an extended Pearson correlation matrix was constructed.
In addition to the FDI variables, it included selected other control
variables such as GDP per capita, trade openness, unemployment, R&D
expenditure as a percentage of GDP, and a crisis dummy variable for
the period 2020-2022. The purpose of this step was to examine whether
GDP growth is more strongly associated with other macroeconomic
characteristics and to identify whether relationships among explanatory
variables could influence the results of subsequent regression models.

Table 4. Pearson Correlation Matrix for GDP Growth, FDI Variables, and
Control Variables (Extended Matrix)

GDP_|GDP._|made |IOW| RD_ |/ | oo | G
growth | pe | open | e | SPP 'GpP | GDP | 2022
GDP_growth 1.000
GDPpc 0.024| 1.000
trade_open 0.196| 0.598| 1.000
unemployment -0.075| -0.199| -0.324| 1.000
RD GDP -0.215| 0.378| -0.216 | -0.235| 1.,000

Log IFDI_GDP 0.178| 0.518| 0.787| -0.196 | -0.252| 1.000
Log OFDI_GDP| 0.059| 0.729| 0.579| -0.097| 0.206| 0.800 1.000
crisis_2020 2022 | -0.043| 0.025| 0.047| -0.143| 0.044| 0.002| 0.005 1.000

Source: the author’s own elaboration.

The extended correlation matrix (Table 4) indicates a positive but
weak relationship between GDP growth (GDP_growth) and inward FDI
(Log_IFDI GDP). Regarding the correlation between economic growth
and outward FDI as a percentage of GDP (Log OFDI_GDP), the result
is very weak, which once again does not allow for the confirmation of
hypothesis H1b. This finding suggests the absence of a linear relationship
between outward FDI and GDP growth.
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Among the control variables, trade openness exhibits the strongest
positive correlation with GDP growth, suggesting that more open
economies were somewhat more likely to achieve higher growth rates.
Nevertheless, this relationship also remains weak. The negative correlation
between GDP growth and R&D intensity (RD_GDP) may reflect
structural differences between advanced and catching-up economies. This
is because advanced economies typically spend a larger share of GDP on
research and development, whereas catching-up economies may achieve
higher GDP growth despite comparatively lower R&D intensity.

The extended correlation matrix also reveals important
interdependencies among the explanatory variables. Once again, a strong
positive correlation is observed between Log IFDI_GDPand Log OFDI
GDP, as well as between Log IFDI_GDP and trade openness (0.787). This
suggests that economies that are more integrated into international trade
are simultaneously more deeply embedded in international capital flows.
This finding opens an avenue for further research on the relationship
between trade openness and capital openness.

It is also worth noting the strong correlation between Log OFDI _
GDP and GDP per capita, indicating that higher levels of economic
development are associated with greater outward investment activity
by domestic residents. This result is consistent with the literature on
Dunning’s Investment Development Path (IDP) framework (Dunning,
Narula, 1996; Narula, Dunning, 2000; Trapczynski, Gorynia, Nowak,
Wolniak, 2022).

The correlation analysis does not reveal a strong direct linear
relationship between FDI and GDP growth. This association remains
weak, particularly in the case of outward FDI. At the same time, the results
demonstrate that inward and outward FDI are strongly correlated both to
each other and to other characteristics of open and developed economies.
That leads to the conclusion that FDI should not be interpreted as
a simple determinant of GDP growth. Instead, it should be viewed as part
of a broader process of internationalisation, encompassing integration
into global capital flows, trade networks, and economic development
patterns.

The Pearson correlation results justify proceeding to the next stage of
the analysis — namely, regression models, which enable an examination
of whether the relationship between FDI and GDP growth persists after
controlling for other characteristics of national economies.
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Figure 1. Non-linear Relationship between IFDI, OFDI, and GDP Growth
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The relatively low coefficient of determination indicates that the
logarithm of inward FDI stock explains only approximately 4.7% of the
variation in GDP growth across the observations included in the analysis.
This confirms, first, that the relationship between inward FDI and GDP
growth is weak and, second, that its shape may suggest a certain degree
of non-linearity. The estimated trend line takes the form of an inverted
U-shape, which may indicate that increases in inward FDI stock are
associated with higher GDP growth up to a certain threshold, after which
the relationship weakens.

Accordingly, inward FDI stock should not be regarded as a primary
predictor of economic growth. Rather, it constitutes one element of
a broader process of capital integration with the global economy. The
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effects of this process may depend on other structural characteristics of the
economy, including the level of development, trade openness, absorptive
capacity, and economic structure (Panel A). In the case of outward FDI
(Panel B), the very low value of R? likewise confirms that the relationship
between outward FDI and GDP growth is limited.

From an economic resilience perspective, the key issue is not whether
FDI consistently increases GDP growth. Consistent with the concepts of
“bouncing back” and “bouncing forward” (Martin, Sunley, 2015), a more
relevant question is whether a higher degree of capital internationalisation
contributes to maintaining or restoring growth dynamics during periods
of economic shock (Hypothesis H2).

The existing literature highlights the advantages of foreign-owned
entities (FOEs) relative to domestic companies (Brodzicki, 2017; Mayer,
Ottaviano, 2008; Melitz, 2008; Uminski, Borowicz, 2021), emphasising
that foreign-owned enterprises tend to be more innovative, productive,
and export-oriented. Therefore, it is reasonable to conduct a baseline
estimation of resilience in the context of economic growth stability.

Resilience is operationalised as the stability of economic growth over
time. To this end, the standard deviation of annual GDP growth rates
was calculated for each country over the period 2014-2024. Subsequently,
a synthetic indicator of capital internationalisation, termed FDI_Index,
was constructed for each country. The indicator was calculated as the
average of the mean logarithmic values of inward and outward FDI stock
as a percentage of GDP:

Log IFDI GDP + Log OFDI_GDP
2

FDI index =

Based on the median value of the FDI Index, countries were divided
into two groups: High-FDI and Low-FDI (Table 5). This classification
made it possible to compare whether countries characterised by a higher
degree of capital internationalisation exhibited lower GDP growth
volatility than those with lower levels of FDI.

The average standard deviation of GDP growth was calculated for the
High-FDI and Low-FDI groups. Comparing these two values enables
an assessment of whether higher levels of inward and outward FDI
are associated with greater stability in GDP growth. A lower standard
deviation in the High-FDI group would suggest a potentially stabilising
role of capital internationalisation. Conversely, a higher standard deviation
would indicate that countries more strongly integrated into international
capital flows were not more stable in terms of GDP growth dynamics.
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Table 5. Average GDP Growth Volatility in High- and Low-FDI Groups,
2014-2024

Standard Mean log_ Mean Log_ |FDI_In-| FDIL in-
deviation | IFDI_GDP | OFDI_GDP dex dex_group
Austria 3.140 4.003 4.220 4.111| High FDI
Belgium 2.645 4.674 4.820 4.747| High FDI
Bulgaria 2.613 4.286 1.440 2.863 Low FDI
Croatia 5.034 4.124 2.371 3.248 Low FDI
Cyprus 4.217 7.492 7.525 7.508| High FDI
Czechia 2912 4.190 2.741 3.465 Low FDI
Denmark 2.109 3.754 4.217 3985| High FDI
Estonia 3.494 4.490 3.400 3.945| High FDI
Finland 1.753 3.461 3.882 3.671 Low FDI
France 3.324 3.439 3.974 3.707| High FDI
Germany 2.180 3.219 3.805 3.512 Low FDI
Greece 4.355 2.903 2.220 2.561 Low FDI
Hungary 3.271 5.080 4.829 4.954| High FDI
Ireland 7.391 5.578 5.562 5.570| High FDI
ITtaly 4.204 3.028 3.275 3.152 Low FDI
Latvia 2.814 4.071 2.243 3.157 Low FDI
Lithuania 1.872 3.775 2.490 3.132 Low FDI
Luxembourg 2.379 8.480 8.710 8.595| High FDI
Malta 4.924 7.405 6.713 7.059| High FDI
Netherlands 2.664 6.089 6.284 6.186| High FDI
Poland 2.610 3.726 1.595 2.660 Low FDI
Portugal 3.847 4.254 3.321 3.788| High FDI
Romania 3.002 3.678 -0.199 1.740 Low FDI
Slovakia 2.262 3.974 1.370 2.672 Low FDI
Slovenia 2.985 3.502 2.678 3.090 Low FDI
Spain 4.652 4.005 3.805 3.905| High FDI
Sweden 1.945 4.212 4.372 4.292| High FDI
Median_FDI_Index 3.707
Average GDP growth volatility in group of countries “High-FDI” 3.572
Average GDP growth volatility in group of countries “Low-FDI” 2.969

Source: the author’s own elaboration.

The results of the group comparison indicate that the average standard
deviation of GDP growth in the High-FDI group amounted to 3.57,
whereas in the Low-FDI group it was 2.97 (Table 5). This implies that
economies with a higher degree of capital internationalisation exhibited,
on average, higher rather than lower economic growth volatility.

Therefore, the findings do not support hypothesis H2, and the
assumption that the scale of inward and outward FDI alone guarantees
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greater stability of GDP growth. It should be noted, however, that
countries such as Sweden, Denmark, and Belgium demonstrate that
high levels of FDI stock may coexist with stable growth dynamics, but
only in economies characterised by strong structural fundamentals, high
absorptive capacity for knowledge and technology, and high-quality
institutional environments. At the same time, Croatia and Italy exhibit
GDP growth volatility that outpaces the average in the High-FDI group.
It may suggest that structural factors continue to play an important role
in shaping economic resilience.

Summary of the Findings in Light
of the Research Hypotheses

The phenomenon of foreign direct investment should not be regarded
as an automatic determinant of economic resilience within the EU. The
empirical findings suggest that, while GDP growth is associated with
both inward and outward FDI stocks, the nature of this relationship
differs depending on whether the focus is on inward or outward FDI.
This finding provides only partial support for the main hypothesis
(H1).

Inward FDI exhibits a weak positive association with economic
growth (Hla partially supported). At the same time, its stabilising role
during periods of crisis cannot be unequivocally confirmed. In contrast,
HI1b is not supported, as outward FDI shows no meaningful relationship
with either GDP growth over the period 2014-2024 or with economic
resilience, proxied by growth stability. Overall, the contribution of FDI
stocks — both inward and outward — to economic resilience appears to
depend largely on structural factors, including an economy’s absorptive
capacity, the nature of investments, sectoral composition, institutional
quality, and the degree of exposure to external shocks.

The estimation results should be interpreted alongside the Pearson
correlation analysis, which showed that the relationship between FDI
and GDP growth is weak, dispersed, with no clear linear pattern. The
graphical evidence presented in Panels A and B indicated that the FDI
variables (inward and outward FDI) had only a limited ability to explain
variation in economic growth dynamics.

Furthermore, the final analysis of growth stability confirms the
absence of a simple or unambiguous contribution of FDI stocks to growth
stability, which constitutes one manifestation of economic resilience (H2
not supported). Economies in the High-FDI group exhibited, on average,
higher volatility in GDP growth than those in the Low-FDI group.
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However, a more detailed country-level analysis reveals heterogeneity
within the High-FDI group. Sweden, Denmark, and Belgium exhibit
high levels of the FDI Index and, at the same time, record lower GDP
growth volatility than the average. This suggests that high levels of
capital internationalisation may contribute to economic stability when
accompanied by favourable structural conditions. In contrast, Italy
and Croatia depict relatively high volatility in growth despite their
classification, indicating that structural characteristics continue to play
an important role in shaping economic resilience (Table 5).

Overall, the findings suggest that theresilience-enhancingeffects of FDI
cannot be explained solely by the scale of inward and outward investment
stocks. Rather, resilience appears to depend on the interaction between
international capital integration and broader structural, institutional, and
developmental characteristics of national economies.

Conclusions

The findings of this study suggest that foreign direct investment
should be treated with caution as a determinant of economic resilience.
The ambiguous empirical pattern emerging from the analysis may reflect
the inherently complex nature of FDI and the multifaceted relationship
between economic growth and international investment. It also points to
the need for more sophisticated analytical methods, especially quantitative
methods capable of capturing complex relationships

The results provide support for Dunning’s Investment Development
Path (IDP) framework, according to which countries at higher stages
of economic development tend to become net exporters of capital. The
observed association between OFDI and GDP per capita is consistent
with this theoretical concept, and reflects the increasing international
investment activity (OFDI) of more advanced economies.

The findings also contribute to the broader debate initiated by
Draghi (2024a) and Letta (2024) reports, in which foreign investment
is embedded within a wider framework of European competitiveness,
economic security, and the functioning of the EU Single Market.
Attention is devoted to the need for enhanced control over foreign direct
investment through strengthened screening mechanisms to attract the so-
called “right kind” of FDI. Both the policy recommendations presented
in these reports and the results of this study indicate that FDI should
not be regarded as a self-sufficient or automatic mechanism for building
economic resilience, but rather as one component of a broader set of
growth and stability determinants. Indeed, a strategy based solely on
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attracting foreign direct investment is unlikely to be sufficient to enhance
economic resilience. The contribution of FDI depends on a broader
set of structural conditions, including institutional quality, absorptive
capacity, technological capabilities, sectoral composition, and the overall
development trajectory of a given economy.

Finally, the study also identifies an important research gap concerning
the relationship between FDI and economic resilience. Further research
should include a broader set of structural determinants and employ
more advanced quantitative methods to capture the complex, non-linear
interactions among FDI, GDP growth, and resilience.
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