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ABSTRACT 
 
This analysis delves into the diverse landscape of Foreign Direct Investment (FDI) policies within 
developing nations and their profound implications for entrepreneurial ecosystems. Through comparative 
analysis, the study uncovers a range of strategies countries employ, from liberal to restrictive FDI 
approaches, which significantly impact interactions between foreign investors and local startups, ultimately 
shaping innovation, growth, and competitiveness in entrepreneurial ecosystems. In some developing 
nations, liberal FDI policies play a pivotal role, strategically designed to attract foreign capital, technology, 
and expertise. For instance, Singapore and Ireland have implemented proactive, incentive-driven measures, 
particularly in high-tech sectors, resulting in thriving entrepreneurial ecosystems integrated into global 
value chains. These policies foster collaborative environments, granting local startups improved access to 
capital, markets, and invaluable knowledge from foreign investors. Conversely, other nations adopt more 
restrictive FDI policies to safeguard strategic sectors and protect domestic enterprises from undue foreign 
influence. India and China exemplify this approach, erecting regulatory barriers in industries like 
telecommunications and banking to retain policy autonomy and nurture domestic capabilities. While 
preserving local interests, these policies inadvertently limit access to FDI benefits, including advanced 
technologies, skills, and global market connectivity. Governments often utilize incentive schemes such as 
tax breaks and subsidies to attract FDI, making their countries appealing to foreign investors and providing 
local startups with essential resources and mentorship, significantly contributing to their growth. However, 
ownership restrictions, particularly in strategically significant sectors, serve to protect domestic control but 
may discourage potential investors and hinder collaboration between startups and foreign entities. Striking 
a balance between preserving sovereignty and promoting global integration becomes a pivotal challenge 
for these nations. The regulatory environment plays a central role in shaping the relationship between FDI 
policies and entrepreneurial ecosystems. Favourable regulatory frameworks that encourage competition, 
safeguard intellectual property and simplify business registration drive innovation and attract FDI, which 
subsequently benefits startups. Transparent regulations that reduce uncertainty and risks bolster investor 
confidence, making FDI a potential lifeline for local startups. 
 
KEYWORDS: Entrepreneurial Ecosystems; Comparative Analysis; Liberal FDI Policies; Restrictive FDI 
Policies; Incentive Schemes; Ownership Restrictions; Regulatory Environment; Innovation; Investor 
Confidence; Ease of Doing Business; Policy Alignment 
 
JEL CODES: F21; F23; G38; L26; L53; L88; O16; O25; P48. 
 
INTRODUCTION 
 
Foreign Direct Investment (FDI) plays a pivotal role in the economic development of developing nations. 
It serves as a conduit for injecting capital, technology, and expertise into local economies, with the potential 
to catalyse the growth of entrepreneurial ecosystems (Alfaro & Chauvin, 2017; Piteli, 2018). However, the 
extent to which FDI can bolster entrepreneurial activities and innovation varies significantly across 
countries due to the diverse range of FDI policies in place (Borensztein et al., 1998; Görg & Strobl, 2002; 
Nguyen, 2023). This paper embarks on a comparative analysis of FDI policies in different developing 
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nations, shedding light on their varying approaches and the consequential implications for entrepreneurial 
ecosystems. 
 
FDI policies serve as the foundation upon which nations establish their stance on foreign investments. Some 
countries, exemplified by Singapore and Ireland, adopt liberal and open policies that actively seek to attract 
foreign capital, technology, and skills (Barry & Bradley, 1997; Tan, 2017). These policies, characterized by 
incentives and minimal regulatory barriers, create a welcoming environment for foreign investors. Such 
nations acknowledge the potential benefits of FDI in high-tech sectors such as electronics, biotechnology, 
and software, and have successfully leveraged these policies to foster competitive and innovative 
entrepreneurial ecosystems (Dunning & Lundan, 2008; Khanna & Palepu, 2010). 
 
Conversely, other developing nations, like India and China, take a more restrictive and selective approach 
to FDI. Their policies aim to safeguard national interests, protect strategic sectors, and shield local firms 
from foreign competition (Goyal, 2014; Chitranka, 2021). Consequently, these countries impose stringent 
regulations and barriers on FDI entry, ownership, and operation, particularly in industries like 
telecommunications, banking, and media (Chen et al., 1995; Sauvant, 2014). While these measures may 
protect domestic interests, they simultaneously limit access to foreign markets, technologies, and valuable 
resources, ultimately diminishing their attractiveness to foreign investors (Meyer & Peng, 2016). 
 
This paper will delve deeper into the dichotomy of FDI policies by examining their implications on 
entrepreneurial ecosystems. It will explore how openness to FDI, sectoral restrictions, incentive schemes, 
and ownership restrictions influence the dynamics between foreign investors and local startups. 
Additionally, it will investigate the intricate relationship between the regulatory environment and 
entrepreneurship, focusing on how favourable regulatory frameworks can stimulate innovation and investor 
confidence. Furthermore, the paper will underscore the importance of policy alignment with national 
development goals and economic diversification in shaping the FDI-entrepreneurship nexus. 
 
In general, this paper seeks to provide a comprehensive understanding of the interplay between FDI policies 
and entrepreneurial ecosystems in developing nations. By unravelling the implications of diverse FDI 
policies and their interaction with the regulatory environment, we can uncover strategies to optimize the 
collaborative potential between foreign investors and local entrepreneurs. Ultimately, this exploration aims 
to drive innovation, foster growth, and contribute to sustainable economic development. 
 
The variation in FDI policies across developing nations poses a significant challenge to understanding their 
impact on entrepreneurial ecosystems (Isenberg, 2010; Stam, 2015; Cantner et al., 2021). While some 
countries adopt liberal and open policies to attract foreign investors, others implement restrictive measures 
to protect their national interests (Dunning & Narula, 1996; UNCTAD, 2019). The problem lies in the lack 
of a comprehensive comparative analysis that assesses the implications of these diverse FDI policies on the 
growth, innovation, and competitiveness of local entrepreneurial ecosystems. 
 
Several gaps are identified in the existing literature: They are as follows: Limited Comparative Analysis: 
The majority of studies either focus on individual nations or provide isolated case studies. There is a scarcity 
of comprehensive comparative analyses that systematically assess FDI policies and their implications 
across multiple developing nations (Buckley et al., 2007; Asiedu & Lien, 2011 Veeramani et al., 2020). 
Inadequate Exploration of Regulatory Environment: While the importance of the regulatory environment 
is acknowledged, there is limited research that delves into how specific regulatory factors, such as 
competition, intellectual property protection, and ease of doing business, interact with FDI policies to 
influence entrepreneurial ecosystems (Maskus & Penubarti, 1995; Aitken & Harrison, 1999; Djankov et al., 
2002; Görg & Greenaway, 2004; World Bank Group, 2020). Lack of Policy Alignment Perspective: The 
alignment of FDI policies with national development goals and economic diversification strategies is often 
overlooked. Understanding how policy alignment can enhance the positive impact of FDI on local 
entrepreneurship remains an underexplored area (OECD, 2019; UNCTAD, 2018; Narula & Pineli, 2019). 
Need for Practical Insights: There is a need for research that not only identifies gaps but also provides 
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practical insights for policymakers and entrepreneurs in developing nations. This research aims to bridge 
the existing knowledge gap and offer actionable recommendations for policy formulation and 
implementation. 
 
Addressing these identified gaps is crucial for several reasons: Informed Decision-Making: Policymakers 
in developing nations need comprehensive insights into the consequences of their FDI policies (Blomström 
& Kokko, 2003; Görg & Greenaway, 2004; Meyer & Sinani, 2009; UNCTAD, 2020). A comparative 
analysis can help them make informed decisions that balance the attraction of foreign investment with 
safeguarding national interests; Enhanced Entrepreneurial Ecosystems: Entrepreneurs and startups are key 
drivers of innovation and economic growth. Understanding how FDI policies influence their environment 
can empower them to leverage foreign investment for their benefit (Kimura & Todo, 2018; Nguyen, 2023; 
OECD, 2023); Optimizing FDI Impact: Developing nations are in a constant quest to optimize the positive 
impact of FDI on their economies (Balasubramanyam et al., 1996; De Mello, 1999; Li & Liu, 2005; Agbola, 
2013; Kimura & Todo, 2018; Nguyen, 2023; OECD, 2023). By addressing the identified gaps, this research 
can contribute to strategies that maximize the benefits of foreign investment; Global Economic 
Development: A better understanding of the FDI-entrepreneurship nexus in developing nations contributes 
to global economic development by fostering innovation, growth, and sustainability (Li & Liu 2021; 
Slesman et al., 2021; Nwakeze et el., 2023). The paper aims to address the identified gaps by providing a 
comprehensive comparative analysis of FDI policies and their implications for entrepreneurial ecosystems 
in developing nations. By doing so, it seeks to offer practical insights and recommendations for 
policymakers, entrepreneurs, and researchers alike, ultimately contributing to the advancement of 
knowledge in this critical area of economic development. 
 
The objective of the study is to analyse the impact of diverse Foreign Direct Investment (FDI) policies on 
entrepreneurial ecosystems in developing nations, considering the variations in policy approaches, 
regulatory factors, and policy alignment, and providing practical recommendations to optimize the FDI-
entrepreneurship nexus. 
 
The research question for the study is as follows; "How do varying Foreign Direct Investment (FDI) policies 
impact the growth, innovation, and competitiveness of entrepreneurial ecosystems in developing nations, 
and what regulatory factors and policy alignments play a crucial role in shaping this impact?" 
 
The underlying assumptions for this study include the belief that FDI policies significantly influence 
entrepreneurial ecosystems, that regulatory factors are pivotal in this relationship, and that aligning FDI 
policies with national development goals can enhance their positive impact on local entrepreneurship in 
developing nations. 
 
The study acknowledges several limitations and defines its scope as follows: Geographical Scope: The 
analysis primarily focuses on a selection of developing nations, and the findings may not be generalizable 
to all developing countries due to variations in economic structures and policy contexts. Data Availability: 
The research relies on the availability and reliability of existing literature and data sources, which may have 
limitations in terms of completeness and accuracy. Causality vs. Correlation: While efforts are made to 
establish causal relationships, the study recognizes that correlations observed between FDI policies and 
entrepreneurial ecosystems may be influenced by various contextual factors. Generalizability: The study's 
findings are context-specific and may not be directly applicable to all developing nations due to differences 
in economic, political, and social conditions. Policy Evolution: FDI policies are subject to change over time. 
The study may not capture the full dynamics of policy evolution and its long-term effects on entrepreneurial 
ecosystems. Regulatory Complexity: The study acknowledges the complexity of regulatory environments 
and their multifaceted nature, focusing on selected regulatory factors that are well-documented in the 
literature. Practical Implementation: While the study provides practical insights and recommendations, the 
actual implementation of policy changes may face challenges related to political will, administrative 
capacity, and local contexts. Despite these limitations, the study aims to offer valuable insights into the 
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relationships between FDI policies, regulatory environments, and entrepreneurial ecosystems in developing 
nations, with the intention of informing policy discussions and entrepreneurial strategies. 
 
METHODOLOGY 
 
Literature Search: Academic databases, including PubMed, Scopus, Web of Science, and Google Scholar, 
were selected for accessing relevant literature; A comprehensive set of keywords and search terms, such as 
"FDI policies," "entrepreneurial ecosystems," "developing nations," "regulatory environment," "policy 
alignment," and related variations, was used; Inclusion criteria were applied to include scholarly articles, 
reviews, and reports published which are related to the research questions the study seeks to answer; 
Exclusion criteria were applied to filter out studies that were not directly related to the research questions, 
studies with insufficient data, and non-English publications. 
 
Screened and Selected Literature: Initial screening based on titles and abstracts was conducted to identify 
potentially relevant articles; Full-text assessments were performed to evaluate the relevance and inclusion 
of studies in the systematic review. 
 
Extracted Data: Relevant data points, including FDI policy approaches, regulatory factors, policy 
alignment strategies, and their implications on entrepreneurial ecosystems, were extracted from selected 
studies; Extracted data were systematically organized for analysis. 
 
Assessed Study Quality: The quality and rigour of selected studies were assessed using established criteria 
for evaluating research credibility and reliability. 
 
Synthesized Data: The extracted data were synthesized to address the research questions, with a focus on 
examining the impact of FDI policies, regulatory factors, and policy alignment on entrepreneurial 
ecosystems. 
 
Presented Results: Findings were presented in a structured format, incorporating, and narratives to address 
the research questions and sub-questions. 
 
Discussed and Interpreted Results: The results were analysed and interpreted, considering the implications 
of FDI policies on entrepreneurial ecosystems, the role of regulatory factors, and policy alignment. 
 
By following this systematic methodology, the study aimed to provide a comprehensive analysis of the 
impact of FDI policies on entrepreneurial ecosystems in developing nations and to contribute valuable 
insights to the field. 
 
COMPARATIVE ANALYSIS OF FDI POLICIES IN DIFFERENT DEVELOPING NATIONS 
 
Foreign Direct Investment (FDI) policies vary significantly among developing nations, shaping the extent 
to which foreign investors can engage in local economies (Te Velde, 2001; OECD, 2002; World Bank 
Group, 2017). A comparative analysis of FDI policies in different countries reveals varying approaches and 
their implications for entrepreneurial ecosystems: Some countries adopt more liberal and open policies 
towards FDI, aiming to attract more foreign capital, technology, and skills that can enhance their domestic 
industries and markets (Dunning & Lundan, 2008; Meyer & Sinani, 2009; Kuznetsov & Kuznetsova, 2019). 
For example, Singapore and Ireland have implemented pro-active and incentive-based policies to attract 
FDI in high-tech sectors, such as electronics, biotechnology, and software (Barry & Bradley, 1997; 
O’Donovan, & Ruane, 2004; Tan, 2004;).  
 
These policies have helped them develop competitive and innovative entrepreneurial ecosystems that are 
well-integrated into the global value chains (Dunning & Lundan, 2008; Khanna & Palepu, 2010). Other 
countries adopt more restrictive and selective policies towards FDI, aiming to protect their national 
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interests, strategic sectors, and local firms from foreign competition and domination. For example, India 
and China have imposed various regulations and barriers on FDI entry, ownership, and operation in certain 
industries, such as telecommunications, banking, and media (Buckley et al., 2007; Pradhan, 2011; Aggarwal 
& Kumar, 2012). These policies have helped them preserve their policy autonomy and foster their 
indigenous capabilities and enterprises (Meyer & Peng, 2016). However, they have also limited their access 
to foreign markets and technologies and reduced their attractiveness to foreign investors. 
 
Openness to FDI: Some nations adopt liberal FDI policies, encouraging inflows by minimizing regulatory 
barriers. This approach can attract foreign investors, boosting local startups through increased access to 
capital, markets, and knowledge (Danzman, 2020; SelectUSA Investor Guide - FDI Restrictions, 2021; 
Yeboah et al., 2023). By liberalizing their FDI policies, these nations signal their willingness and readiness 
to cooperate with foreign partners, creating a favourable business environment and enhancing their 
competitiveness. Foreign investors, in turn, are more likely to invest in these nations, bringing not only 
financial resources, but also valuable assets such as technology, skills, networks, and reputation (Blomström 
& Kokko, 1998; Javorcik, 2004; Meyer & Sinani, 2009). Local startups can benefit from these assets, as 
they can improve their products and services, expand their customer base, and learn from the best practices 
of their foreign counterparts (Javorcik, 2004; Meyer & Sinani, 2009; Yeboah et al., 2023). Moreover, local 
startups can also leverage foreign investors’ connections and influence to enter new markets and regions, 
increasing their exposure and opportunities (Borensztein et al., 1998; Caves, 2007; Alfaro & Chen, 2014). 
 
Sectoral Restrictions: Certain countries impose sector-specific restrictions on FDI, protecting key industries 
from foreign influence (Indian Economy, 2022; U.S. Department of Commerce, 2021; OECD, 2023a; 
2023b). While this can safeguard local interests, it may limit access to foreign investment that could 
stimulate innovation and growth. By imposing sectoral restrictions on FDI, these countries aim to preserve 
their national sovereignty, security, and identity, as well as to support their domestic firms and industries 
from foreign competition and control (Buckley et al., 2007; Pradhan et al., 2011; Aggarwal & Kumar, 2012; 
Danzman, 2020). For example, some countries restrict FDI in sectors such as defence, media, banking, and 
telecommunications, which are considered strategic or sensitive for their national interests. However, by 
doing so, these countries may also miss out on the potential benefits of FDI, such as access to advanced 
technologies, skills, markets, and networks that could enhance their innovation and growth capabilities. For 
example, some studies have found that FDI can increase the productivity, efficiency, and competitiveness 
of local firms and industries through technology spillovers, knowledge transfer, and linkages. Therefore, 
these countries may face a trade-off between protecting their local interests and promoting their global 
integration (Blomström & Kokko, 1998; Javorcik, 2004; Meyer & Sinani, 2009; OECD, 2010; UNCTAD, 
2019). 
 
Incentive Schemes: Governments may offer incentives such as tax breaks or subsidies to attract FDI. Such 
schemes can positively impact startups, as foreign investors' involvement may lead to increased resources 
and mentoring. By offering incentives to foreign investors, governments aim to make their countries more 
attractive and competitive for FDI, especially in sectors that are considered priority or potential for 
development (Te Velde, 2001; OECD, 2002; World Bank Group, 2017). For example, some countries offer 
tax exemptions, grants, or loans to foreign investors who invest in renewable energy, biotechnology, or 
digital services. These incentives can lower the costs and risks of FDI, and increase the returns and benefits 
for both foreign investors and the host countries (UNCTAD, 2010; Goh & Wong, 2019; OECD, 2019). For 
local startups, foreign investors’ involvement can provide them with more resources and mentoring that can 
help them grow and succeed. For example, foreign investors can provide capital, technology, skills, 
networks, and reputation that can improve the startups’ products and services, market access, and innovation 
capabilities (Javorcik, 2004; Meyer Sinani, 2009; Yeboah et al., 2023). Foreign investors can also offer 
guidance, feedback, and support to the startups, helping them overcome challenges and seize opportunities. 
Therefore, incentive schemes can create a win-win situation for both foreign investors and local startups 
(OECD, 2002; Isenberg, 2010; Bruton et al., 2015; World Bank Group, 2017; UNCTAD, 2018; Yeboah et 
al., 2023). 
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Ownership Restrictions: Limitations on foreign ownership in certain industries can safeguard domestic 
control (Buckley et al., 2007; Pradhan, 2011; Aggarwal & Kumar, 2012). However, stringent restrictions 
might deter potential investors and hamper startup collaborations with foreign entities (Pradhan, 2011; 
Danzman, 2020; OECD, 2023a; 2023b). By limiting the share of foreign ownership in certain industries, 
such as natural resources, utilities, or media, governments can ensure that they retain their authority and 
influence over these sectors, which are often vital for their national interests, security, and identity. For 
example, some countries require that foreign investors form joint ventures with local partners, or obtain 
approval from the government before they can invest in these sectors (Buckley et al., 2007; Pradhan, 2011; 
Aggarwal & Kumar, 2012). However, by imposing such restrictions, governments may also discourage 
foreign investors from entering their markets, as they may perceive them as too costly, risky, or complicated. 
For example, some studies have found that ownership restrictions reduce the amount and quality of FDI 
inflows (Danzman, 2020; OECD, 2023a; 2023b). Furthermore, ownership restrictions may also hinder the 
collaboration and integration of local startups with foreign entities, such as investors, customers, suppliers, 
or partners. For example, some startups may face difficulties in raising funds, accessing markets, or 
acquiring technologies from foreign sources, due to legal and regulatory barriers (Danzman, 2020; Meyer 
& Sinani, 2009; Yeboah et al., 2023). Therefore, ownership restrictions may have both positive and negative 
impacts on local startups and their ecosystems (Javorcik & Spatareanu, 2005; Estrin & Uvalic, 2014; 
OECD, 2019). 
 
RELATIONSHIP BETWEEN REGULATORY ENVIRONMENT AND ENTREPRENEURSHIP 
 
The regulatory environment significantly influences the interplay between FDI and entrepreneurial 
ecosystems:  
 
Fostering Innovation: Favourable regulatory frameworks that encourage competition, protect intellectual 
property, and simplify business registration can stimulate innovation and attract FDI that supports startups 
(World Bank Group, 2017; OECD, 2018; OECD, 2019). By fostering innovation, governments can create 
a dynamic and vibrant entrepreneurial ecosystem that can generate new ideas, products, and services that 
meet the needs and preferences of customers and markets (OECD, 2010; Audretsch & Link, 2012; World 
Bank Group, 2019). To do so, governments need to implement favourable regulatory frameworks that can 
create a level playing field for all actors, safeguard the rights and interests of innovators, and reduce the 
barriers and costs of starting and running a business (OECD, 2010; Audretsch & Link, 2012; World Bank 
Group, 2019). For example, some countries have adopted policies such as antitrust laws, patent systems, 
and online platforms that can encourage competition, protect intellectual property, and simplify business 
registration. These policies can stimulate innovation by incentivizing creativity, rewarding effort, and 
facilitating entry and exit. Moreover, these policies can also attract FDI that supports startups, as foreign 
investors are more likely to invest in countries that have a conducive environment for innovation and 
entrepreneurship (OECD, 2010; Audretsch & Link, 2012; World Bank Group, 2019). For example, some 
studies have found that FDI inflows are positively associated with the quality of institutions, the protection 
of property rights, and the ease of doing business. Foreign investors can provide valuable resources and 
support to local startups, such as capital, technology, skills, networks, and mentoring (Alfaro et al., 2004; 
Javorcik, 2004; Yeboah et al., 2023). Therefore, fostering innovation through favourable regulatory 
frameworks can benefit both local startups and foreign investors (Brouwer & Kleinknecht, 1999; 
Blomström & Kokko, 2003; Acs & Szerb, 2007). 
 
Investor Confidence: Clear and transparent regulations build investor confidence by reducing uncertainty 
and risks. A stable regulatory environment attracts FDI, benefiting local startups through increased funding 
options. This means that foreign investors prefer to invest in countries that have consistent and predictable 
rules and policies that govern their business activities, such as taxation, trade, labour, and environmental 
regulations (Busse & Hefeker, 2007 Daude & Stein, 2007; World Bank Group, 2017). Clear and transparent 
regulations reduce the uncertainty and risks that foreign investors face, such as policy changes, corruption, 
expropriation, or disputes. A stable regulatory environment increases the trust and confidence of foreign 
investors, making them more willing to commit their resources and engage in long-term relationships with 
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the host countries (Busse & Hefeker, 2007 Daude & Stein, 2007; World Bank Group, 2017). FDI inflows 
can benefit local startups through increased funding options, as foreign investors can provide capital, equity, 
loans, or guarantees that can help the startups finance their operations, expansion, or innovation (Meyer & 
Sinani, 2009; World Bank Group, 2017; Yeboah et al., 2023). For example, some studies have found that 
FDI can increase the availability and reduce the cost of external finance for local firms. Therefore, investor 
confidence is an important factor that influences FDI decisions and impacts local startups (Busse & Hefeker, 
2007; Alfaro et al., 2008; Manova, 2013). 
 
Ease of Doing Business: Simplified administrative procedures and reduced bureaucratic hurdles make it 
easier for startups to engage with FDI partners, fostering collaboration and knowledge exchange. This 
means that startups can benefit from a business-friendly environment that reduces the time, cost, and 
complexity of dealing with government regulations and formalities, such as registering a business, 
obtaining permits, paying taxes, enforcing contracts, or resolving disputes (OECD, 2015; UNCTAD, 2018; 
World Bank Group, 2019). Simplified administrative procedures and reduced bureaucratic hurdles can also 
facilitate the entry and operation of foreign investors, who can provide capital, technology, skills, networks, 
and mentoring to local startups. By making it easier for startups to engage with FDI partners, governments 
can foster collaboration and knowledge exchange between them, creating synergies and spillovers that can 
enhance their innovation and growth potential (Narula & Pineli, 2016; Blonigen, 2018; Nazzal et al., 2023). 
For example, some studies have found that ease of doing business is positively associated with FDI inflows 
and startup activity. Therefore, ease of doing business is an important factor that influences the interaction 
between FDI and startups (Djankov et al., 2002; Kalemli-Ozcan et al., 2010; Klapper et al., 2010). 
 
Policy Alignment: Alignment between FDI policies and broader entrepreneurial ecosystem strategies 
ensures a cohesive environment that maximizes the benefits of FDI while safeguarding local interests. 
Policy alignment is an important factor for enhancing the positive effects of foreign direct investment (FDI) 
on the host country’s economic development. Alignment between FDI policies and broader entrepreneurial 
ecosystem strategies ensures a cohesive environment that maximizes the benefits of FDI while safeguarding 
local interests (Kokko, 2003; OECD, 2019). For example, FDI policies that promote linkages and spillovers 
between foreign and domestic firms can foster productivity and innovation in the local economy (OECD, 
2019). Similarly, FDI policies that encourage cross-border collaboration in innovation can help the host 
country access global knowledge networks and enhance its technological capabilities (UNCTAD, 2020). 
 
Economic Diversification: Strategic alignment of FDI policies with national economic development goals 
can encourage investments that promote diversification, benefitting startups in emerging sectors (Kim & 
Milner, 2021; Benetrix et al., 2023; World Economic Forum, 2023). However, excessive regulatory 
complexity, lack of enforcement, or inconsistent policy implementation can create obstacles for FDI and 
hinder entrepreneurial growth. Economic diversification is a key element of economic development that 
can reduce vulnerability to external shocks and foster productivity and innovation (Iizuka & Katz, 2019). 
Strategic alignment of FDI policies with national economic development goals can encourage investments 
that promote diversification, benefitting startups in emerging sectors (Chimhowu et al., 2019). However, 
excessive regulatory complexity, lack of enforcement, or inconsistent policy implementation can create 
obstacles for FDI and hinder entrepreneurial growth (Grainger-Brown & Malekpour, 2019). Therefore, it 
is important to design and implement FDI policies that are coherent with the broader objectives and 
strategies of national development plans. 
 
In general, comparative analysis of FDI policies across developing nations highlights the varying strategies 
employed to attract foreign investment while safeguarding local interests. The regulatory environment's 
alignment with entrepreneurial ecosystem objectives and international best practices is pivotal in ensuring 
that FDI positively impacts startups. The balance between openness to FDI and protective measures requires 
careful consideration to maximize the collaborative potential between foreign investors and local 
entrepreneurs, ultimately driving innovation, growth, and sustainable economic development. 
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CONCLUSIONS 

The comparative analysis of Foreign Direct Investment (FDI) policies in developing nations underscores 
the significant variations in approaches and their far-reaching implications for entrepreneurial ecosystems. 
The key conclusions drawn from this systematic review are as follows: 

Diverse FDI Policy Approaches: Developing nations exhibit a spectrum of FDI policy approaches. Some 
opt for liberal and open policies, actively seeking foreign capital, technology, and skills to bolster domestic 
industries. Conversely, others adopt more restrictive policies, aiming to safeguard national interests and 
indigenous enterprises. The choice of FDI policy significantly influences a country's integration into global 
markets and technology networks. 

Openness to FDI Enhances Entrepreneurial Ecosystems: Nations that embrace liberal FDI policies tend to 
create a more conducive environment for entrepreneurial growth. By reducing regulatory barriers, these 
countries attract foreign investors who bring not only financial resources but also valuable assets such as 
technology, skills, and networks. Local startups benefit by accessing capital, expanding their markets, and 
learning from foreign counterparts, contributing to a competitive and innovative entrepreneurial ecosystem. 

Sectoral Restrictions Pose Trade-offs: The imposition of sector-specific restrictions on FDI, while 
safeguarding local interests and sensitive industries, may limit access to foreign investment that drives 
innovation and growth. Balancing the preservation of national sovereignty with the benefits of FDI becomes 
a critical challenge. Strategic planning is required to strike a balance between protectionism and the 
advantages of technological spillovers and knowledge transfer associated with FDI. 

Incentive Schemes Attract Investment: Governments offering incentives such as tax breaks or subsidies 
successfully attract FDI, which, in turn, benefits local startups through increased resources and mentoring. 
Incentive schemes create a win-win situation for both foreign investors and startups, reducing the cost and 
risk of FDI while providing startups with valuable support to foster growth and innovation. 

Ownership Restrictions Have Mixed Impacts: Limiting foreign ownership in certain industries safeguards 
domestic control but may deter potential investors and hinder startup collaborations with foreign entities. 
Careful consideration is required when implementing ownership restrictions to balance the advantages of 
retaining control with the potential drawbacks of reduced FDI inflows and limited international 
collaborations. 

Regulatory Environment Shapes Entrepreneurship: The regulatory environment plays a pivotal role in 
shaping the interplay between FDI and entrepreneurial ecosystems. Favourable regulatory frameworks that 
encourage competition, protect intellectual property, and simplify business registration stimulate innovation 
and attract FDI. A clear and transparent regulatory environment builds investor confidence, benefiting local 
startups through increased funding options. 

Policy Alignment is Crucial: Aligning FDI policies with broader entrepreneurial ecosystem strategies is 
essential to maximize the benefits of FDI while safeguarding local interests. Policies that promote linkages 
and spillovers between foreign and domestic firms foster innovation and productivity. Ensuring coherence 
between FDI policies and national development goals is vital for economic diversification and growth. 
 
POLICY IMPLICATIONS 

The findings of the study hold several important policy implications: 

Strategic FDI Planning: Developing nations should formulate FDI policies that align with their economic 
development goals. A well-balanced approach should consider the preservation of national interests while 
capitalizing on the potential benefits of FDI, such as technology transfer and market access. 
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Enhanced Regulatory Environment: Policymakers should focus on creating a favourable regulatory 
environment that encourages competition, protects intellectual property rights, and simplifies business 
registration. This can stimulate innovation and attract FDI, benefiting both local startups and foreign 
investors. 

Incentivizing Investments: Governments can use incentive schemes to attract FDI in sectors vital for 
national development. Offering tax exemptions, grants, or loans can make the country more attractive to 
foreign investors and provide local startups with access to valuable resources and mentorship. 

Balancing Ownership Restrictions: When implementing ownership restrictions, policymakers should 
carefully assess the trade-offs between safeguarding national interests and limiting foreign investment. 
Transparent and consistent regulations can mitigate potential negative impacts on FDI and collaborations 
with startups. 
 

DIRECTIONS FOR FUTURE RESEARCH 

The following areas merit further research attention: 

Long-Term Impact: Future studies should explore the long-term effects of FDI policies on the sustainability 
and resilience of entrepreneurial ecosystems in developing nations. 

Qualitative Analysis: In-depth qualitative research can provide nuanced insights into the motivations and 
experiences of foreign investors and startups within various FDI policy environments. 

Comparative Case Studies: Comparative case studies can offer a deeper understanding of the outcomes of 
different FDI policy approaches in specific industries and regions. 

Dynamic Analysis: Analysing the adaptability of FDI policies in response to changing global economic 
dynamics and technological advancements is crucial. 

SME Focus: Research specifically targeting the impact of FDI policies on small and medium-sized 
enterprises (SMEs) within entrepreneurial ecosystems can shed light on the unique challenges and 
opportunities they face. 
 
CONCLUDING NOTE 

FDI policies in developing nations play a pivotal role in shaping entrepreneurial ecosystems. Balancing 
openness to FDI with strategic protections presents both opportunities and challenges and future research 
can provide valuable insights to guide policymakers and entrepreneurs in fostering sustainable economic 
development. 
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