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ABSTRACT

TheRepublicofTurkeyislocatedatthecrossroadsofmanytradeandinvestmentroutes,converging
EastwiththeWestandNorthwiththeSouth.However,Turkeyisnotself-sufficientwithrespectto
capitalformation.Asaresult,itwishestoobtainthedeficientpartofthecapitalstockfromforeign
sources,mainlyfromforeigndirectinvestment(FDI).Thepurposeofthispaperistoexaminethe
FDIinflowstotheTurkishRepublicanditseffectoneconomicgrowthbyemployingtheaugmented
Dickey-Fullertest,Phillips-Perron,Kwiatkowski,Phillips,Schmidt,Shinunitroottests,andleast
squaresmethod.TheresultsindicatethatFDIinflowstoTurkeybringabouteconomicgrowth.
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INTRODUCTION

TheRepublicofTurkeyislocatedatthethresholdofEuropeandAsiaaswellasatthejunctionof
manycommercialandinvestmentmeans.AlthoughTurkeyisatsuchafavorablegeographicalplace,
itdoesnotreceiveafairsharefromtheglobaltradeandinvestment.Moreover,theTurkishRepublic
isnotself-sufficientwithregardstocapitalconcernsandthereforeithasgottosupplythedeficient
partofthecapitalfromforeignsources.Thereby,theaimofthispaperistofirstdefineinternational
businessandinternationalinvestmentactivities,thentoreviewtheforeigndirectinvestment(FDI)
historyoftheTurkishRepublicintwophases,onebeforethe2ndmillenniumandoneafterthe2nd
millenniumaswellaseventuallyinvestigatetheFDIinflowandeconomicgrowthinTurkeylyingon
comprehensivestatisticalandeconometricanalysis.Theimportanceofthispaperistobethemost
recentoneanalyzingFDIinflowandeconomicgrowthinTurkey.

AN OVERVIEw OF INTERNATIONAL BUSINESS 
& INTERNATIONAL INVESTMENT

The international business operations are defined as the economic and commercial activities
acrossthenationalborders.Theinternationalbusinessoperationsinvolvethecirculationofgoods,
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services, capital, ideas and labor ship with the least possible hindrances in the world. These
activities and operations affect the countries and regions economically, financially, culturally,
sociallyandpolitically.Internationalbusinessesconsideragreatdealofitemswhentheyexecute
theiractivities.Theissuesthatinternationalbusinessesaresupposedtoconsiderwhentheyoperate
couldbeinternationalcompetition, internationaldistribution, internationaleconomics,politics,
societies,culture,commerce,legalsubjects,humanresourcesandetc.alongwithagreatdealof
opportunitiesandrisks(Çavuşgiletal.,2012).

Thedeepeningof the internationalbusinessaffairs,gainingmuchmore importanceand the
integration of the world markets on the global scale overlap with globalization. The economic
andcommercialintegrationofthelocalmarketsontheglobalscalewiththeincreasingvolumeof
internationalbusinessactivitiesaswellastheincreasinginterdependenceofstatesandinstitutions
broadly enable theproductionof goods and services on theglobal scale (Griffin, Pustay, 1999;
Çavuşgiletal.,2012;Danielsetal.,2019;Hill,Hult,2019).

It is possible to consider the international business activities under two main headings:
Internationaltradeandinternationalinvestment.Internationaltradeoccursasaresultofexportation
and/orimportationactivitiesofbusinessesintheworld.Ontheotherhand,internationalinvestment
occurswhenabusinesstransfersitstangibleandintangiblesourcesfromhomecountrytohostcountry
inorder toconstitutea long lastingandphysicalpresence. International investment isnot a fast
functioningprocess,yetitdevelopsgradually.Internationalinvestmentcanbeindifferentstructures
andcanoccurindifferentformsasinvestmentasaportfolioinvestmentintheequitysharesofa
corporation,licensingactivities,franchisingactivities,jointventures,turn-keyprojectsandgreenfield
investment(Ball,McCulloch,1990;Harrisonetal.,2000;Danielsetal.,2019).

Even though the local business affairs are similar to international business affairs with
respect toobjectives, goals and scope, the internationalbusinessoperation are conducted in
adifferentiatingenvironment.Theenvironmentof the internationalbusinessaffairs involves
the important distinguishing characteristics. These distinguishing characteristics include the
differentiatingcross-cultural,commercial,politicalandfinancialenvironmentsofinternational
business(Harrisonetal.,2000).

Thescopeoftheinternationalbusinessactivitiesbegantoexpandandbroadenespeciallyafter
theSecondWorldWarwiththenormalizationanddevelopmentofglobalmarkets.Asaresultofthe
intensifyingvolumeofinternationalbusinesses,thedifferencebetweeninternationalbusinessesand
multinationalbusinesses(MNBs)emerged.Inthisinstance,itisimportanttodefinethedifference
betweeninternationalbusinessesandMNBs.While,internationalbusinessesaretheonescontributing
totheglobalbusinessesvolumegenerallybymeansofexportingandimportingovertheirnational
borders,MNBsareentitieswhichoperateinnumerouspartsoftheworldwiththeirsubsidiariesand
affiliatesaswellasbenefitfrombusinessandcommercialopportunitiesbymeansofforeigndirect
investment,mergers,acquisitions,licensing,franchisingandgreenfieldinvestment.Moreover,when
MNBsoperateinvariouslocationsintheworld,theybenefitmostlyfromtheirconsiderableamount
ofmanagerial,human,capital,financialandtechnologicalsources.Furthermore,whatcontributed
to the immense expansion of MNBs on the global scale is the substantial developments in the
transportation, informationandcommunicationtechnologies(Wildetal.,2003;Johnson,Turner,
2006;Cullen,Parboteeah,2010;Çavuşgiletal.,2012;Hill,Hult,2019).

Intoday’sglobalizedworld,thephenomenonofglobalizationleadtotheconvergenceofnational
economiesonaglobalscaleandthestatesbegantointegrateonaworld-wideconvergence,thus,
thisbringsabouttherealitythatoneeventhappeninginonepartoftheworldcaneasilyaffect
theotherpartsoftheworld.Theneedsandwantsofconsumers,productionfactors,marketsand
individualinterestsofbusinessorganizationsbegantoglobalizeinthissequence.Whentheissue
isviewedfromtheperspectiveofinternationalbusinessesandMNBs,thespreadoftheneedsand
wantsofconsumersontheglobalscale,globalizationoffactorsofproductionaswellasthedeclining
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