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This paper examines the effect of political events on the manufacturing direct foreign investment (MDFI) decisions of U.S. multinational corporations. The relationship between political events (and nonpolitical factors) and MDFI is investigated through regression analysis of pooled time-series (21 years) and cross-sectional (24 countries) data and through various tests of the homogeneity of the relationship across groups of countries. The study finds that the relationship between political events in MDFI is different for less developed countries as opposed to developed countries. For the less developed countries, both inter-nation and intra-nation conflict and cooperation affect MDFI. In contrast, U.S. MDFI in developed countries appears to be affected only by inter-nation conflict and cooperation.
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