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Analysis of foreign direct investment and foreign trade in the
Ecuadorian economy.

Abstract

The objective of this research is to analyze descriptively and theoretically the effect of
foreign investment on the economic growth of Ecuador. The results indicate that foreign
direct investment flows tend to develop better in countries that have public policies where
foreign investors can have greater legal security and greater benefits, Countries that are
favored with foreign direct investment flows tend to generate economic growth. On the
other hand, foreign direct investment flows benefit developing countries' economies since
it is directly related to economic growth. Therefore, it is suggested that countries should
have trade policies that help to attract these flows and generate job creation. Therefore,
this research is established under a PRISMA methodology of literature review based on
45 scientific articles published in Scopus and Google Scholar. A descriptive correlational
analysis of data was performed to address the topic under study.

Keywords: Economic growth, countries, flow, public policies, legal security.
Resumen

El objetivo de la presente investigacion es realizar un andlisis de la inversion extranjera
directa y la economia ecuatoriana, como objetivo se tiene analizar descriptivamente y de
manera teorica el efecto de la inversion extranjera en el crecimiento econdémico del
Ecuador, como resultados sefialan que los flujos de la inversion extranjera directa suelen
desarrollarse de mejor manera en paises los cuales tienen politicas publicas en donde los
inversores extranjeros puedan tener mayor seguridad juridica y mayor beneficio, los paises
que son favorecidos con los flujos de inversion extranjera directa tienden a generar
crecimiento econdmico, por otro lado se tiene que los flujos de la Inversion extranjera
directa son beneficiosos para las economias de paises en via de desarrollo ya que estd
directamente relacionada con el crecimiento econdmico. Por lo que se sugiere que los
paises deben tener politicas comerciales las cuales ayuden a generar atraccion de estos
flujos y generen creacion de empleo. Por ende, se establece esta indagacion bajo una
metodologia PRISMA de revision bibliografica en base a 45 articulos cientificos
publicados en Scopus y Google Scholar a través de los cuales se realizd6 un anélisis
descriptivo correlacional entre datos a fin de abordar el tema objeto de estudio.

Palabras claves: Crecimiento econdémico, paises, flujo, politicas publicas, seguridad
juridica.



Analysis of foreign direct investment and foreign trade
in the Ecuadorian economy.

1. Introduction

Research on the analysis of foreign direct investment and foreign trade in the Ecuadorian economy is
fundamental in the current context of the globalized economy. This research is important because it seeks
to deepen the relationship between foreign direct investment (FDI) and foreign trade, two aspects that play
fundamental roles in the economic development of countries. Understanding how FDI impacts economic
growth, international competitiveness, and job creation in Ecuador is crucial to identifying opportunities
for improvement, challenges to overcome, and strategies to follow to maximize the potential of FDI in the
country.

In addition, this research focuses on analyzing in detail the effects of foreign direct investment (FDI) on the
Ecuadorian economy, exploring how it can stimulate economic activity, raise productivity, and support the
growth of key sectors such as technology, energy, and manufacturing. This analysis is particularly relevant
in a context where FDI flows have the potential to produce significant transformations in the local economy,
offering both benefits and challenges. Specific examples of how FDI has positively influenced job and
technology creation will be examined, while adverse effects, such as the displacement of local industries,
will also be assessed.

This paper is initially structured in a theoretical framework that presents the fundamental concepts necessary
to thoroughly understand, explain, and integrate the context of the topic. We employed a PRISMA
(Preferred Reporting Items for Systematic Reviews and Meta-Analyses) methodology, which guides the
conduct of a systematic review and meta-analysis, to ensure a rigorous evaluation of the existing literature.
This review is based on 45 carefully selected scientific articles detailing how foreign investment impacts
host economies and discussing the management of FDI flows. The results obtained allow us to explore in
depth how these flows are managed within global economies. The conclusions and reflections derived from
this review form the basis of the discussion section, where the implications of the observations of the authors
consulted are analyzed.

In conclusion, this study is fundamental in providing a detailed analysis of the critical role of foreign direct
investment and foreign trade in Ecuador's economic dynamics. It specifically explores how FDI can
catalyze crucial areas for economic growth, identifies key challenges such as market integration and
economic regulation, and proposes strategies aimed at optimizing the leverage of these investments. The
objective is to maximize the potential of FDI to strengthen not only the economy in terms of expansion and
competitiveness but also to improve the country's infrastructure and productive capacity.

1.1. Objectives
1.1.1. Objective General
analysis of foreign direct investment in conjunction with foreign trade in Ecuador.
1.1.2. Objectives specific
1. Conduct a literature review of the relationship between foreign direct investment and
economic growth within the Ecuadorian economy.
2. To analyze the effect of foreign investment on Ecuador's economic growth descriptively.

1.2. Theoretical framework

The Organization for Economic Co-operation and Development (OECD, 2020) defines foreign direct
investment (FDI) as a participation of at least 10% by a foreign company in a company of the host country.
This participation not only represents a financial investment but also seeks to establish strategic alliances
that generate long-term profits and allow significant influence in the management of the host company. In
this way, FDI implies a transformation in the relationship between the investing company and the host
company, fostering an exchange of technologies, management practices, and strategic knowledge.

The classification of foreign direct investment (FDI) is divided into four main categories according to the
relationship between the countries involved: horizontal, vertical, conglomerate, and platform. In horizontal
FDI, companies invest abroad within their industry. Vertical FDI involves investments in sectors that are
suppliers or customers of the parent company. Conglomerate FDI is characterized by involving sectors other



than the company's usual ones, seeking diversification and risk management. Finally, platform FDI is
established to use operations in one country as a base for exporting to other markets. Specifically,
conglomerate FDI promotes significant capital transfers to local companies to foster collaboration and
develop joint projects (UNIR, 2024).

Platform FDI is characterized by the establishment of operations in a foreign country to replicate activities
like those carried out in the company's home country. This type of investment seeks to increase the turnover
of the parent company, often by establishing maquiladoras in regions that offer labor or exchange rate
advantages (UNIR, 2024).

On the other hand, while horizontal investments, which focus on capturing the extent of the local market,
are crucial, vertical investments tend to be of lesser relevance in these scenarios. The process of trade
liberalization especially benefits smaller countries, boosting their market through increased exports and
imports. This dynamic is evidence of how trade openness facilitates the integration of FDI with foreign
trade, reflecting its association with globalization and its role in fostering economic growth and
opportunities in developing nations. Thus, trade agreements tend to foster both vertical and horizontal FDI.
In contrast, countries with protectionist policies often faceless attraction to foreign investment, resulting in
a greater emphasis on domestic investment (Machinea & Vera, 2020).

On the other hand, horizontal FDI tends to have a negative relationship with foreign trade, especially when
this investment is focused on imports of non-tradable goods and services, due to the lack of adequate
production locally. Bilateral agreements, compared to unilateral opening measures, tend to be more
effective in attracting foreign direct investment, benefiting from the cooperative environment and the
synergies they generate. However, distinguishing between horizontal and vertical FDI can be complex,
since the nature of its impact on trade, whether positive or negative, varies according to the specific context
and the sectors involved.

Countries that receive a significant proportion of FDI tend to experience notable growth in productivity and
an increase in GDP. Various studies indicate that the effects of FDI are generally positive, particularly in
high-income countries, where it fosters long-lasting business and economic linkages. However, the impacts
may be less favorable in middle- and low-income countries, due to heterogeneous economic structures and
inefficient production linkages that impede sustained growth. In some Latin American nations, for example,
FDI does not always translate into long-term economic benefits (Ortiz, 2018).

Economic growth is essential for a country's development and is facilitated through various strategies such
as foreign trade and foreign direct investment (FDI). Beyond simply driving economic growth, foreign trade
promotes innovation, improving the competitiveness of products and services. This dynamic drives the
development and adoption of new technologies, improving their quality and efficiency. In addition, FDI
plays a crucial role in providing access to international markets, allowing companies to expand their
production. This access helps to reduce costs and optimize operational efficiency, vital aspects for
competitiveness in the global market (Acosta, 2021).

To understand the relationship between foreign trade and foreign direct investment (FDI), it is crucial to
understand indicators such as the trade balance. This indicator measures the difference between a country's
exports and imports during specific periods. It is important to note that the trade balance focuses primarily
on goods and does not include services provided (Ortiz, 2018).

Exports refer to goods produced within a country and sold to customers abroad, while imports consist of
the purchase of goods from foreign countries for domestic consumption. This flow of goods to and from a
country is fundamental to understanding the dynamics of international trade and its impact on the local
economy (Acosta, 2021).

Trade balance, also known as trade equilibrium, is defined as the difference between a country's exports
and imports. When exports exceed imports, a trade surplus is generated, which is considered a favorable
result because it indicates the inflow of resources from abroad. In contrast, a trade deficit occurs when a
country imports more than it exports, which can signal economic vulnerabilities. The break-even point is
reached when exports and imports are equal, resulting in a neutral trade balance.

It is important to emphasize that the balance of trade is a component of the balance of payments, which
records all economic transactions between a country and its international trading partners. It includes not



only exports and imports of goods and services but also capital flows and financial transfers, such as foreign
direct investment (FDI) (Banco Santander, 2020).

In addition, the balance of payments is composed of two main parts: the current account and the capital and
financial account. The current account records all foreign trade transactions, income transfers, and other
current transactions. On the other hand, the capital and financial account documents change in the
ownership of foreign assets and liabilities, as well as the linkages between the private sector and the external
sector of the economy" (Banco Central del Ecuador, 2019).

The attraction of Foreign Direct Investment (FDI) is determined by a complex set of factors that influence
business decisions to invest in specific markets. Among the most influential are market size and trade
openness, which offer foreign companies the opportunity to access larger markets and a more competitive
environment. In contrast, country risk and privatizations tend to deter foreign investment, due to the
uncertainty and volatility they generate. Interestingly, labor costs are often not decisive in determining
foreign investment" (Castillo, 2020).

The consequences of economic and political events in countries can be far-reaching, significantly affecting
transnational operations. According to Rodriguez (2019), these operations can be compromised by factors
such as high inflation, deterioration of the current account deficit, or political instabilities, especially when
under direct government influence. Even the failure of a company due to lack of financing can be a direct
result of inappropriate government policies. Since country risk represents a major challenge for companies
involved in international trade, it is crucial to implement effective mitigation strategies. These must be
based on thorough analysis and the adoption of timely measures to protect business interests.

Foreign Direct Investment (FDI) influences the balance of trade in some ways, particularly through net
capital movements. Initially, the investor imports the capital goods needed to start production, making the
subsidiary dependent on imported components in the early years. This dynamic leads the subsidiary to find
it advantageous over time to increase the purchase of local inputs, especially after analyzing exports and
imports over a given period. This process can increase the domestic content of products and have a net
positive effect on the balance of payments in the long run (World Trade Organization, 2018).

FDI plays a crucial role in developing countries by investing in production infrastructure, attracting new
machinery, and fostering formal job creation. In addition to increasing the resources available for
investment and capital formation, FDI facilitates technology transfer, improves technical capacity, and
fosters innovation. This type of investment also opens doors to foreign institutions and provides access to
international networks, which enhances the sale of goods and services in global markets (Gonzales et al.,
2019).

In vertical foreign direct investment, companies divide their geographic operations according to the specific
function they perform. Activities that require a high level of specialized knowledge and skills, such as
research and development, are generally maintained at the headquarters, located in the firm's home country.
On the other hand, labor-intensive functions, such as manufacturing, are usually located in countries where
labor costs are lower (Castillo, 2020).

However, it is also crucial to consider the potential adverse effects of FDI. By influencing the host country's
economy, FDI can have significant consequences on its domestic economic structure. This includes the
potential to affect local producers, where foreign firms may come to dominate the market, displacing
domestic firms. This market monopoly by foreign entities can result in a loss of competitiveness in
international markets and generate productivity problems within the country (Lopez, 2019).

During the period of enterprise privatization in 1992, foreign direct investments initially decreased.
However, these measures eventually created a more favorable environment for FDI, which led to a
significant increase in such investments. As a result of this recovery, the Central Bank of Ecuador reported
an increase that tripled the amount of foreign direct investment (Guazco, 2023).

Foreign investment can be a significant source of employment generation for developing countries,
provided that foreign investors are willing to go beyond simple profit extraction. These investments mustn't
simply subtract resources and send them back to the country of origin. Instead, investors should reinvest a
significant portion of profits and capital in the host country, thus contributing to its sustainable economic
and social development.



The arrival of Foreign Direct Investment (FDI) often introduces new technologies that require trained
personnel to manage. In Ecuador, under the administration of Guillermo Lasso, significant improvements
in the quality of education have been implemented, preparing the country to face the challenges associated
with FDI. These improvements not only increase the demand for skilled labor but also improve the prospects
of attracting more foreign investment in the future (Gonzalez, 2019).

The relationship between Foreign Direct Investment (FDI) and economic growth, as well as the role of
private investments, are of great interest to economic analysts as they act as key indicators of economic
development. These variables are especially crucial as sources of financing for developing countries. This
analytical study aims to examine how FDI influences gross fixed capital formation and, consequently,
economic growth (Moreira, 2021).

In addition, companies that undertake Foreign Direct Investment (FDI) often export products from the host
country to international markets. This not only increases sales and diversifies the host country's economy,
but also boosts foreign trade and improves the trade balance of the investing country. These activities can
create new production and technology opportunities, improving export competitiveness (Moreira, 2021).

The capital account is a crucial component in economic analysis, recording both the assets that the country
holds abroad and foreign assets within the country. In addition, this account incorporates foreign direct
investment, which involves operations in which foreign investors acquire control of local assets (Banco
Central del Ecuador, 2022).

In summary, foreign direct investment (FDI) is a crucial issue for Ecuador's and Latin America's foreign
trade. Although Ecuador has seen a significant increase in FDI in recent years, there are still opportunities
to improve investment attraction policies and maximize the benefits that FDI can offer (Maldonado, 2018).

1.3. Review of literature

This paper focuses on investigating and developing an understanding of the effects of Foreign Direct
Investment (FDI) and its relationship with foreign trade. Considering that economic growth is a
fundamental issue in this context, the origin of FDI flows, as observed in several similar economies in the
region, is also examined. A discussion based on the following studies follows:

According to Calderon's (2011) study, which aims to show how FDI can drive economic growth through a
literature review, foreign direct investment in NAFTA is a leading example of economic integration. This
study contemplates that the North American Free Trade Agreement (NAFTA), signed in 1993 by Mexico,
the United States, and Canada, has marked a milestone in trade relations between these countries. Since its
implementation, NAFTA has created a dual trade link, characterized by deep economic interdependence
and complex dynamics. Although Mexico remains a developing country, despite theories suggesting that
the progress of advanced nations spills over to less developed ones through the flow of capital and
international trade, NAFTA's "dual" design has created a dual trade link, characterized by deep economic
interdependence and complex dynamics. The "dual" design of NAFTA has promoted the specialization of
trade and FDI flows between the three countries, especially encouraging vertical FDI in the Mexico-U.S.
relationship.

Castillo's (2020) analysis of the determinants of foreign direct investment (FDI) highlights the importance
of understanding the investment situation in less developed countries. To this end, it is crucial to analyze
the factors that influence companies' decisions to invest in these markets. Among these factors, two aspects
have the greatest impact: market size and business openness.

According to Rivas (2016), the explanation of international economic activities was initially limited to the
theory of portfolio capital movement, the localization factors of multinational corporations in individual
countries, and the recognition that neoclassical theory alone cannot solve the problems of international
trade. In the 1970s, there were clear efforts to shift the analysis to the identification and implementation of
foreign direct investment (FDI).

According to the analysis of Rojas (2023), which evaluated the effect of the trade agreements signed
between Colombia and twelve countries, a mixed approach was used, combining the analysis of quantitative
and qualitative data, as well as an exhaustive review of the existing literature. Colombia's trade agreements



have attracted Foreign Direct Investment (FDI), which has resulted in an increase in investment flows since
the signing of these agreements. However, trade exchange has generated a deficit in the trade balance due
to the increase in imports and the stabilization of exports. The literature review on this topic has identified
several arguments, highlighting that FDI can have both favorable and unfavorable effects on the economy
and social inequality. To understand the trade balance, it is necessary to consider aspects such as the
productive structure, competitiveness, and trade policies.

In the current context of globalization, Foreign Direct Investment (FDI) stands out as one of the most
relevant features. This form of international investment is defined by the search for lasting participation in
a company located in another economy. FDI includes both the initial transaction between the investor and
the company and the subsequent interactions that develop between the two (Acosta, 2018).

According to Acosta (2018), in developing countries, the debate on Foreign Direct Investment (FDI)
focuses on two main points. First, the role of FDI as an engine of long-term development, driving economic
growth and technological progress is discussed. Second, it analyzes the potential environmental impacts of
FDI, both positive and negative, due to its relationship with economic activities that can generate significant
environmental effects, such as natural resource exploitation, infrastructure construction, and
industrialization.

According to the study by Hernandez (2020), the malignant model theory focuses on highlighting the main
negative effects that FDI can have on economies. This research uses a mixed approach of quantitative and
qualitative data to analyze these impacts. The results are associated with the role of the state as the main
responsible for capital inflows and with the activities of foreign firms. Although states may see FDI as a
favorable indicator for economic development, it is crucial to recognize that it does not always produce
positive effects.

On the other hand, according to Marquez (2018), international agreements involving several countries can
bring significant benefits to the region. These agreements indicate that Foreign Direct Investment (FDI)
can generate a wide range of advantages, which tend to increase as businesses adapt to significant changes.

The relationship between Foreign Direct Investment (FDI) and economic progress, along with private
investment, is of great interest to economic experts, as these aspects are used as key indicators. They are
considered vital as a source of financing for developing countries. The purpose of this analysis is to examine
the interactions between FDI and fixed asset investment on economic growth Agurto et al. (2018).

2. Methods

The article was based on a literature review of 45 scientific articles published in Scopus and Google Scholar
to determine the impact of foreign direct investment (FDI) on the Ecuadorian economy. A descriptive data
correlation analysis was used to explore the various arguments presented by the authors. The findings were
organized in a background matrix, which is detailed in the annex section at the end of the paper. In addition,
a comparative analysis was conducted to understand how FDI affects other countries in the region, seeking
similar information on foreign direct investment, economic growth, imports, foreign trade, and other
keywords.

To understand the PRISMA method used in this article, it is necessary to define that PRISMA is the acronym
for 'Preferred Reporting Items for Systematic Reviews and Meta-Analyses'. These guidelines have been
widely used to conduct and report systematic reviews in scientific studies" (Page et al., 2021).

The main objective of the PRISMA methodology is to ensure that research is conducted with transparency
and rigor, ensuring that it is of high quality and based on reliable sources. In this way, the evaluation of
each of the references in systematic reviews and meta-analyses is facilitated" (Liberati et al., 2009).

For the PRISMA model to be well structured, it is important to be clear about certain conditions. The main
characteristics that should be highlighted are the following:

For example, a clear and concise graphical representation should use diagrams with symbols and arrows to
show deterministically and accurately the progress of the process. Each step is represented by a specific
symbol, with arrows indicating the direction of the process flow. In addition, to determine the inclusion
and exclusion criteria, the original data of each investigation and the criteria established by each author
were considered. This made it possible to understand which studies were considered relevant for the review
and which were not.



Considering these characteristics, 9 fundamental steps are taken for research with PRISMA methodology
according to (Page et al., 2021) where we find the following steps.

1.

Formulate the research question: The research question should be clear, precise, and relevant to the
topic of interest.

Create a review plan: The review plan should detail the objectives of the review, the methodology to
be used to identify and select studies, the data analysis approaches, and how the results will be
presented.

Conduct comprehensive searches: Searches should be conducted in various sources of relevant
information, including bibliographic databases.

Study selection: Identified studies should be evaluated according to previously established criteria to
determine their suitability for review.

Information extraction: Key information for the research question should be extracted from the selected
studies.

Evaluation of the quality of the studies: The methodological quality of the selected studies should be
analyzed to identify possible risks of bias.

Data analysis and summary: The data extracted from the selected studies should be analyzed and
summarized following a previously defined method.

Evaluation of variability and possible biases: Heterogeneity among the selected studies should be
evaluated and possible sources of bias should be detected.

Interpretation of the findings: The results of the systematic review should be interpreted in the context
of the research objectives and the quality of the included studies.

The study initially registered 100 articles, as shown in Figure 1. Of these, 8 were excluded for being

duplicates, 9 for not meeting the appropriate standards, and 2 for other reasons. Finally, 81 articles suitable
for this study were reviewed, of which 14 additional articles were excluded. This left a total of 67 retrieved

reports, of which 7 were excluded for lack of information. Of the remaining 60 articles, 8 were excluded
for not having information relevant to the study objectives and 7 for not being within the established date
range between 2000 and 2023. Thus, the total number of articles used in the study database was 45.
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The literature review provides a solid basis for the research from several points of view, especially from the
methodological point of view. We sought to build and legitimize a systematic, organized, and methodical
process aimed at including information provided by the authors through indicators of quality and legitimacy.
This meticulous approach ensures that only reliable and high-quality sources are considered, which
strengthens the validity of the study's findings.

To conduct the literature review, 45 scientific articles published in Scopus and Google Scholar were
selected. These articles were filtered using rigorous inclusion and exclusion criteria, as detailed in the
methods section. The selected articles were analyzed to identify key themes and trends in research on
foreign direct investment (FDI) and its impact on the economy. This analysis allowed the construction of a
background matrix that is presented in the annexes of the paper, providing a clear and structured framework
for the research.

3. Results

As a result, there are several studies on foreign direct investment and its effect on the economy in
different countries, which will be analyzed and classified as follows:

A. Analysis of foreign direct investment
Evolution of foreign direct investment

Foreign Direct Investment (FDI) in Ecuador has experienced significant changes influenced by various
internal and external factors, including political currents and a favorable environment during the years
2000-2014 (Camacho, 2019). Drivers of these changes include political and economic stability, as well as
reinvestment policies implemented during the government of Rafael Correa, including the new Constitution
of 2008. In addition, economic growth, driven mainly by the oil sector, and the implementation of
megaprojects in sectors such as energy, transportation, and telecommunications, also contributed to the
increase of FDI in the country (Calahorrano et al., 2020).

In the study by Baracaldo et al. (2022), through an analysis of quantitative and qualitative data, it is stated
that Foreign Direct Investment (FDI) flows grew globally at a rate of 14% in the last 25 years. FDI flows
are mechanisms that generate technical change in economies since the transfer of technologies to private
companies promotes economic growth in various industrial sectors where FDI is focused.

Throughout history, Ecuador has experienced a low level of Foreign Direct Investment (FDI), mainly due
to economic and fiscal reforms. This situation has led businessmen to demand the implementation of
incentives to attract foreign capital, stimulate the growth of domestic production, and counteract
unemployment. FDI flows from the early 2000s through March 2020 have shown irregularities, with
investment and production taking place in Ecuador (the FDI recipient country), but its products are destined
for third-party markets. This is especially evident in sectors such as mining, manufacturing, trade, and
agriculture. Mexico, Holland, Canada, and China are some of the countries with the greatest weight in FDI
in Ecuador" (Gonzalez, 2019).

Impact of FDI on host economies.

It is important to consider the impacts that FDI generates in the economy receiving the flows. These effects
can be both direct and indirect. Among the direct effects, FDI is expected to increase employment rates and
domestic production, which contributes to economic growth and has a positive impact on GDP. On the other
hand, indirect impacts are related to knowledge transfer and increased productivity of firms within the
country.

However, Reina (2023) mentions that FDI is a fundamental factor for a country's economic growth, boosting
capital formation, productivity, and integration into the global economy. Its macroeconomic impact is
undeniable, as it contributes to the financing of the current account deficit and external balance.

According to Garcia et al. (2020), countries benefit from maintaining an economic and political model that
favors an attractive climate for the economy and foreign direct investment (FDI). This approach helps to
attract economic growth, a situation that can be compared to that of Ecuador.

In Reina's (2023) study, it is highlighted that Foreign Direct Investment (FDI) plays a fundamental role in
a country's economic development, complementing domestic investment boosting gross capital formation,
and the expansion of productive capacity. Unlike domestic investment, FDI brings additional benefits such



as technology transfer, integration into global value chains, and improved productivity. Through a review
of the literature, it is concluded that FDI is an essential factor for a country's economic growth, boosting
capital formation, productivity, and integration into the global economy.

In the study by Ayvar et al. (2023), it was proposed to analyze the influence of economic and social
indicators on Foreign Direct Investment (FDI) flows in Mexico and China. For this purpose, a comparative
analysis of the two economies was carried out, considering the relevant macroeconomic variables, the
different theoretical perspectives on FDI, and the econometric models applied to each case. The
econometric models used to analyze the relationship between economic and social indicators and FDI in
each country were described, specifying the variables included in the models, the estimation methodology,
and the statistical tests performed. The results conclude that FDI in Mexico and China is influenced by a
combination of economic and social factors. These results suggest that FDI responds not only to
macroeconomic conditions but also to factors such as security, educational level, and labor market structure.

Solano's study (2020), through a literature review, analyzed how COVID-19 has affected economic growth
and Foreign Direct Investment (FDI) flows in Latin America. During the pandemic, uncertainty strongly
affected several areas, including politics, economy, and trade, bringing these aspects to critical points at a
global level. The pandemic caused significant problems in industries such as manufacturing, due to the
container crisis that primarily impacted Ecuador's domestic trade. This generated a crisis in the production
sector, as raw material and trade costs were affected, raising freight rates for exports and creating unsatisfied
demand for both private and public companies, resulting in a decrease in FDI flows.

In the research by Ramos et al. (2022), the relationship and intensity between trade openness and Foreign
Direct Investment (FDI) in Mexico was analyzed, taking into account 18 countries with which Mexico has
a bilateral investment treaty. The data analysis was carried out using normality tests, scatter plots, and box
plots, using a sample of 84 data in quarterly periods per country. The results show that several factors, such
as COVID-19, have negatively altered FDI flows, affecting the economic development and foreign trade of
the countries studied.

In Campana & Pozo's (2021) research, through analysis and review of documents using data from the years
1980-2020, the impact and influence of Foreign Direct Investment (FDI) on Ecuador's economic growth,
measured through GDP, was identified. The results showed a clear positive relationship between FDI and
long-term economic growth, indicating that FDI contributes significantly to the economic development of
the countries and regions where it is introduced.

In the study by Losada & Velasquez (2020), through an empirical analysis, the relationship between Foreign
Direct Investment (FDI) and economic growth in Colombia was explored, using data from the period 2000-
2019. Tests of causality between variables were performed and impulse-response functions were estimated
to determine how one variable responds to changes in another. The results showed that FDI and economic
growth have a long-run equilibrium relationship. While economic growth is crucial for attracting investment
flows, FDI has a moderate effect on economic growth. Increased FDI flows do not always translate into
significant economic growth, suggesting that the success of FDI in recipient countries depends on their
initial conditions.

In the study by Gonzalez et al. (2019), the determinants of Foreign Direct Investment (FDI) in Ecuador
were analyzed using a panel model with quarterly data for the period 2003-2018. The study considered a
set of macroeconomic and political variables as possible determinants of FDI, using data from sources such
as the Central Bank of Ecuador, the National Institute of Statistics and Census, and the World Bank. The
results show that, although FDI can contribute passively to economic development, it is not a fundamental
factor that generates major changes in the country's economy.

the study by Tomala (2020), through the application of statistical panel data models and fixed effects
techniques, shows that several factors, such as GDP growth rate, inflation rate, and country risk, influence
Foreign Direct Investment (FDI) in developing territories. The results indicate that FDI is fundamental for
entering new markets, boosting economic growth, and increasing the size of the domestic market. This
generates greater competitiveness vis-a-vis more demanding markets, since, by entering these markets, a
country tends to improve its products.

In the study by Rodriguez (2019), a multiple linear regression model is used to evaluate the relationship
between economic development and various explanatory factors, such as Foreign Direct Investment
(FDI), Business Competitiveness, human capital, and infrastructure. The estimation was carried out using
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annual data collected between 2000 and 2018. This approach seeks to quantify the dynamic relationship
between economic growth and the variables over the study period. The results suggest that FDI and
Foreign Trade have a positive and significant impact on Bogota's economic growth.

Commercial agreements

A fundamental part of attracting Foreign Direct Investment (FDI) is trade agreements, as they increase the
size of the market and facilitate investment by foreign companies, which see the country as an attractive
destination for investment. In addition, trade agreements establish clear ways of how to treat foreign capital,
which helps to guarantee a rate of return on investment.

For Vallejo (2020), trade openness significantly affected Peru's GDP growth rate. It is recommended to
create new policies that encourage trade openness by eliminating tariff barriers and seeking new trade
agreements that benefit the country. These trade agreements are fundamental to making a country more
attractive to foreign companies and, therefore, are essential to attract Foreign Direct Investment (FDI)
flows.

On the other hand, Montes et al. (2023) in their study state that Foreign Direct Investment (FDI) and exports
are important drivers of economic growth in Latin America. Countries in the region should implement
policies that encourage FDI and exports to promote economic growth. To attract greater FDI flows,
countries must start with domestic policies that generate an increase in these flows. However, the study also
emphasizes that the high concentration of FDI in developing countries can be detrimental to domestic firms,
which must be protected to foster domestic growth.

In the study conducted by Montes et al. (2023), it is established that Foreign Direct Investment (FDI) has
been the main source of external financing for Colombian companies. The objective of the analysis is to
characterize FDI in sectors other than mining and oil, as well as to identify the companies receiving this
investment in Colombia during the period 2000-2020, during which 59% of the accumulated flow of FDI
went to these sectors. The results of the study indicate that FDI and exports are key drivers of economic
growth in Latin America. Therefore, it is recommended that countries in the region implement policies that
encourage FDI and exports to foster economic growth. However, the high concentration of FDI in large
companies can generate competition problems and limit the development of smaller companies.

On the other hand, the study conducted by Valenzuela & Fuenzalida (2020) aimed to determine the impact
of Foreign Direct Investment (FDI) and competitiveness on the bilateral trade of Latin American countries
with their main trading partners during the period 2006-2012. It also analyzed how trade and FDI influence
productivity in the region. For this analysis, a two-stage gravity model was applied, and static panel data
estimation was used. It is concluded that a higher level of FDI leads to a significant increase in the global
competitiveness of a Latin American country, which in turn increases bilateral trade between countries in
the region. Furthermore, it is confirmed that trade openness has a direct impact on the productivity of these
countries and that, combined with FDI, it can ensure an increase in productivity.

In a literature review by Garcia et al. (2018), it is noted that the interaction between Foreign Direct
Investment (FDI) and trade is fundamental to globalization, which explains the economic growth of
developed countries and offers opportunities for developing countries. The complexity of this relationship
allows us to deduce that in countries such as Bolivia, which receives a large flow of FDI from Spain, there
is a positive relationship. The European Union (EU) continues to contribute significantly to the member
countries of the Andean Community (CAN). European countries maintain a large flow of FDI with Latin
American nations, through private companies that have become important investments in these countries.

In the study by Barcena et al. (2018), it is indicated that companies from European Union countries account
for the largest percentage of Foreign Direct Investment (FDI) in Latin America and the Caribbean, with
41% of assets in the region coming from European companies, especially in South America. FDI from
Europe is concentrated in Spain, which accounts for 29% of investments. This strong presence stands out
due to Spain's cultural influence and interest in the region.

The study by Alvarez (2020) analyzed the impact of Foreign Direct Investment (FDI) on economic growth
in 14 Latin American countries, examining its relationship with per capita GDP growth and per capita
private capital accumulation during the period 1996-2003. A simultaneous equations model was used for
this analysis. The findings of the study indicate that, in Latin American countries, FDI drives both per capita
private capital accumulation and per capita income growth. In addition, private sector protection is critical
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to economic growth. Public investment also contributes to growth, and it is recommended that both types
of investment have a mutual and convergent relationship for optimal development.

In the study by Miranda et al. (2022), the impact of government quality on Foreign Direct Investment (FDI)
flows during the period 1996-2018 was empirically investigated. The influence of government quality on
FDI inflows was compared in two groups: 33 OECD countries and 13 Latin American countries, applying
panel methods. The results show that government quality positively influences FDI inflows in both groups,
with a higher impact in OECD countries compared to Latin American countries. It is concluded that it is
crucial to design public policies that strengthen institutional quality, especially in Latin American countries.

In his research, Vallejo (2020) had the main objective of determining the effect of trade openness and
Foreign Direct Investment (FDI) on economic growth in Peru during the period 2007-2016. A non-
experimental design of longitudinal and explanatory cut was used, using data from the Central Bank of Peru
and INEI (National Institute of Information and Statistics) with convenience sampling. The conclusion of
the study was that trade openness significantly affected Peru's GDP growth rate. It is recommended to create
new policies that promote trade openness by eliminating tariff barriers and seeking new trade agreements
to prioritize national interests.

Ortiz et al. (2019) investigated the relationship between Foreign Direct Investment (FDI), economic
freedom and development in Ecuador. The study used data from the Central Bank of Ecuador to analyze
the short- and long-term stable relationships between these variables. The results reveal the direction of
economic capital formation, which implies good macroeconomics.

B. FDI in conjunction with foreign trade in Ecuador

FDI in Ecuador

Ecuador receives low foreign direct investment (FDI), which has averaged less than 1% of GDP over the
last 10 years. This proportion is lower than that of neighboring countries such as Chile, Colombia, and Peru,
which during the same period received FDI of 3.52%, 3.95% and 2.76% of GDP, respectively. Therefore,
FDI is an important complement to domestic investment and aims to strengthen productive activities or
expand existing ones through new investments, especially those related to exports" (Alvarado, 2019).

This point examines the behavior of foreign direct investment (FDI) in Ecuador in recent years and
highlights the need for consensus to improve the country's investment climate. On average, Ecuador has
received around USD 888 million in FDI in the last 10 years. The highest amount was in 2018, with USD
1,389 million. The crisis in 2019 caused a decrease to USD 975 million, followed by a recovery to USD
1,104 million; however, it dropped to USD 621 million in 2021. In terms of GDP, only in 2015, 2018 and
2020 did the percentage of FDI exceed 1.0%" (Lopez, 2019).

Therefore, the Economic Commission for Latin America and the Caribbean (ECLAC) should take these
factors into account when developing investment policies. It is crucial to restore the role of industrial policy
as an instrument for the transformation of production structures. This becomes especially decisive today
due to the acceleration of the fourth industrial revolution and major changes in the international organization
of production. The absence or weakness of this policy will inevitably lead to an increase in the productive
and technological gap between Latin America and other countries" (Espin et al., 2019).

Furthermore, for Foreign Direct Investment (FDI) to be an integral part of this industrial policy vision, it is
necessary not only to create the conditions for the entry of foreign capital, but also to ensure that capital
becomes a source of increased productivity, innovation, and technology. The goal is to achieve sustainable,
inclusive, and efficient economic growth. In terms of policy implementation mechanisms, it is important to
consider the dynamics of productive specialization to the incentives that determine the allocation of
investment" (Solano, 2020).

Therefore, in addition to clear public leadership, an agreement between public and private actors and, more
broadly, society as a whole, on priority objectives, such as investment attraction policies, is necessary. In
this context, the Guayaquil Chamber of Industry launched the 'Invest in the Revitalization of Ecuador’
initiative, establishing a space for analysis and discussion involving unions, educational institutions, and
civil society. The objective is to create an environment conducive to attracting investment, whose emerging
proposals are submitted for consideration by the institutions" (Calderén and Hernandez, 2018).
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In the study by Morales (2019) where an analysis of the impact of the tax on the outflow of foreign exchange
is carried out the analysis of the level of Foreign Direct Investment (FDI) in Ecuador during the period
20082017, which indicates that there is no significant relationship between the behavior of FDI and changes
in the DME during the period analyzed. This suggests that the independent variable DME does not have a
significant effect on FDI within the proposed model. This finding is relevant for understanding the factors
that influence foreign investment in Ecuador and may have implications for economic policy formulation.

Foreign trade in Ecuador.

In the study by Sarmiento et al. (2016) where he talks about human development being defined as the
process of expanding people's capabilities to reach their potential and live a full life. This paper presents a
descriptive analysis of two key variables in the evaluation of government management in public policies
and economic openness: the human development index (HDI) and foreign direct investment (FDI). The
results revealed that, in Ecuador, between 2005 and 2012, the ranking between FDI and HDI was not
statistically significant. In contrast, the valuation between public investment and HDI was high, with a
coefficient of 0.939. Comparatively, Ecuador lags behind the G7 and BRICS countries in terms of FDI.
However, this has not prevented its average HDI from remaining at high levels, even surpassing that of
China. This finding underscores the importance of public investment in improving human development in
Ecuador.

In the study by Miranda & Tonon (2024), economic expansion in Ecuador has been subject to the influence
of various external factors that have impacted its performance. This research focuses on analyzing the
relationship between external debt, foreign direct investment (FDI), and gross fixed capital formation
(GFCF) in Ecuador's economic growth during the period 2001-2021. A quantitative study was conducted
by collecting macroeconomic data from the Central Bank of Ecuador. The results of the analysis indicated
that both external debt and FDI have a significant impact on Ecuador's economic growth. Specifically,
external debt was found to have a positive influence on economic growth, suggesting that the resources
obtained through borrowing have been effective in boosting the economy. On the other hand, FDI showed
anegative relationship with economic growth, which paints an unfavorable picture and suggests that foreign
direct investment has not contributed as expected to the country's economic development. This study
provides a comprehensive view of the impact of external factors on economic growth in Ecuador and
highlights the need for a strategic approach to external debt management and attracting foreign investment
to improve its contribution to the country's economic development.

This article by Zhimnay (2022) aims to analyze the incidence of various variables on Ecuador's Gross
Domestic Product (GDP), specifically gross fixed capital formation (GFCF), adequate employment, oil
exports, foreign direct investment (FDI), and remittances. The results of the study show that the most
influential and statistically significant variable in the country's production is FBKF. In second place are
remittances, followed by adequate employment, which has a negative influence, and is statistically
significant. On the other hand, FDI was not statistically significant in its impact on GDP. Exports, on the
other hand, hurt output and are statistically significant. This suggests that exports in secondary sectors
negatively affect domestic production. Moreover, although FDI does not have a significant influence at the
general level, a sectoral analysis could reveal a different impact. In conclusion, FBKF and remittances are
the variables that contribute most positively to Ecuador's GDP, while adequate employment and exports
have negative effects. FDI does not show a significant impact on GDP, although its analysis by sector could
offer a different perspective. This analysis is crucial for the formulation of economic policies that seek to
optimize the country's economic growth.

The research by Diaz et al. (2020) analyzes the impact of Foreign Direct Investment (FDI) from China in
the economic activity sector of mining and quarrying in Ecuador, providing a broad view of the impact of
FDI in Ecuador, evaluated through its impact on two macroeconomic indicators; the Gross Domestic
Product and inflation. In this way, the work compiles and analyzes data corresponding to the previous
Ecuadorian situation and its evolution throughout the years as a consequence of the channeling of Chinese
capital destined to develop the Ecuadorian primary sector. The paper develops, through a quantitative
methodology, a properly evaluated econometric model, using Pearson's trade-off coefficient and the
multiple linear regression model. The application of the Pearson model shows the level of evaluation
between FDI and GDP in Ecuador, and FDI and inflation. Subsequently, the multiple linear regression
model allows determining the variation in GDP and inflation from changes in FDI, thus evidencing the
existence of a growing development model in Ecuador based on the primary sector of the economy, although
equally dependent on the international prices of export products, mainly oil, but also gold, copper and other
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minerals. With this, it is concluded that, although there has been a contribution and promotion to the
economy, the low capacity of the other economic sectors is also considerable, which generates serious risks
for the change in the economic cycle evidenced since the end of 2015.

This study by Bernal et al. (2023) says that it is fundamental to establish the link between oil exports and
Ecuador's Gross Domestic Product (GDP), providing empirical evidence of the country's oil dependence.
The research employed a descriptive analysis of exogenous variables (oil exports, foreign direct investment,
and inflation) to evaluate their incidence on the endogenous variable (GDP). A multiple linear regression
model estimated by the Ordinary Least Squares (OLS) method was used. The results of the analysis confirm
a clear link between crude oil exports and GDP, showing that exports have a positive and statistically
significant effect on the country's economic growth. Specifically, it was found that, for each additional unit
in oil exports, an increase in GDP is expected, on average. These findings underscore Ecuador's reliance on
its oil sector to drive economic growth, highlighting the importance of this resource in the national economy.

The present research by Cumbicus & Ponce (2020) evaluates the impact of country risk on foreign direct
investment (FDI) in the economies of Ecuador, Peru and Colombia during the period 2002-2017. For this,
the following econometric models will be applied ARDL Model model was used to determine the long-run
equilibrium between country risk and FDI, the Error Correction Model, model was used to identify the
short-run equilibrium between variables and finally the Granger causality test was used where it is used to
determine the causality between country risk and FDI. The data used comes from the central banks of
Ecuador, Peru, and Colombia. The dependent variable in the study is foreign direct investment, while the
independent variable is country risk as results obtained from the econometric models indicate a significant
long-run relationship between country risk and foreign direct investment. Specifically, it was found that an
increase in country risk tends to decrease foreign direct investment. On the other hand, a decrease in country
risk tends to increase foreign direct investment. On the other hand, it is concluded that to encourage foreign
direct investment, the governments of Ecuador, Peru, and Colombia should implement policies aimed at
reducing the bureaucratic apparatus that hinders the entry of new investors, maintaining a sustained level
of economic growth, increasing the international reserves of each country and improve the level of trade
openness, thus these policies would help reduce country risk, which in turn would increase the attraction of
foreign direct investment in these economies.

The study (Salazar, 2021) reflects that growth theory has highlighted the importance of domestic investment
and trade openness as key factors in explaining the evolution of economic growth. The main objective of
this paper is to analyze the cointegration relationship, the short and long-run dynamics, and the causal links
between trade openness, domestic investment, and economic growth in Ecuador during the period 1950-
2019. The study is of an explanatory level with an empirical research design. An empirical growth model
estimated using the autoregressive distributed lagged lag (ARDL) bounds test approach and the Granger
causality test is presented whereas a result in the Long Run Cointegration method it was revealed that the
bounds test indicates that there is a long-run cointegration relationship between investment, trade openness
and economic growth in Ecuador while. In the Positive Impact, investment and trade openness has a positive
and significant impact on income and growth, both in the short and long term, and finally in the Granger
causality method, which reveals a unidirectional process that goes from trade openness to investment and
income. The hypothesis of non-causality in both directions between investment and growth could not be
rejected. The conclusion is that the analysis suggests that Ecuador should continue its efforts for greater
openness to international markets, both through exports and imports, to promote economic growth.

4. Discussion

Vallejo (2020) suggests that formulating new policies to promote trade openness would be of great
relevance, mainly by eliminating tariff barriers and seeking new trade agreements to achieve national
interests, which should take priority over other policies. However, Hugo (2019) believes that FDI behavior
is not relevant, since political variables have little to do with FDI and were not affected during this period,
which makes several authors contradict him. Montes et al. (2023) point out that the countries of the region
should implement policies that promote

FDI and exports to promote economic growth. However, a high concentration of FDI from large firms can
create competition problems and limit the growth of smaller firms.

Losada and Velasquez (2020) conclude that there is a long-run equilibrium relationship between Foreign
Direct Investment (FDI) and economic growth in Colombia. This is because FDI can lead to the transfer of
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technology and knowledge to the local economy, increasing productivity and contributing to the sustainable
economic growth of the country. On the other hand, Gonzélez et al. (2019) find no evidence of a causal
relationship between FDI and economic growth in Ecuador. According to their analysis, FDI is not
considered essential for the country's economic development, as its impact may be limited and passive in
terms of generating significant changes. Although FDI may bring certain benefits, its contribution to
economic growth may not be as decisive as expected in the specific case of Ecuador. In contrast, Tomala
(2020) argues that FDI is a crucial factor for economic growth in Mexico. Foreign direct investment injects
new capital into the Mexican economy, which makes it possible to finance new projects, increase productive
capacity, boost employment generation, develop infrastructure, and transfer technology, thus contributing
to long-term sustainable economic growth. These results show the diversity of perspectives on the
relationship between FDI and economic growth in different Latin American countries, underscoring the
importance of considering the particularities of each national context when analyzing the impact of foreign
direct investment on economic development.

The results of these case studies suggest that the relationship between Foreign Direct Investment (FDI) and
economic growth is complex and varies by country and specific conditions. It is important to consider the
initial conditions of each country, as well as the quality of institutions and public policies when assessing
the potential impact of FDI on economic growth. Thus, FDI can be an important tool for economic
development in Latin America, but its impact depends on several factors, including the country's initial
conditions, the quality of institutions, public policies, and the type of flows attracted. More research is
needed to better understand the complex relationship between FDI and economic growth in the region.

However, Acosta et al. (2018) argue that Foreign Direct Investment (FDI) and exports have a positive and
significant impact on economic growth in 16 developing countries, including some in Latin America. FDI
can not only bring capital and key resources to host economies but can also boost technology and knowledge
transfer, promote infrastructure development, and generate employment in host countries.

On the other hand, Valenzuela and Fuenzalida (2020) do not find a direct relationship between Foreign
Direct Investment (FDI) and economic growth in Latin America, although they do emphasize that FDI can
contribute to increasing the global competitiveness of countries in the region. By improving productive
efficiency and the quality of exports, FDI can strengthen the position of Latin American countries in
international markets, which in turn could drive higher economic growth in the long run. Moreover,
according to Gonzalez et al. (2019), FDI can represent a source of opportunities for developing countries
like Bolivia, especially when it comes from developed nations with expertise and advanced technology.
FDI can not only provide access to international markets and global distribution networks but can also foster
innovation, economic diversification, and capacity building in host countries, which could contribute
significantly to long-term sustainable economic growth.

On the other hand, to attract Foreign Direct Investment (FDI), it is necessary to strengthen certain policies
that can influence the attraction of these flows, according to Alvarez (2020) and Miranda et al. (2022).
These studies recommend that, to attract FDI, it is essential to strengthen the institutional quality and
protection of the private sector. A sound institutional environment, which guarantees respect for the rule of
law, legal certainty, and political stability, is often a determining factor in foreign investors' decision to settle
in a country. In addition, Ortiz et al. (2019) point out that economic freedom and a good macroeconomic
and legal environment can be determinants in attracting FDI to Ecuador. The existence of policies that
promote competition, transparency, and efficiency in the market, as well as clear and stable regulation, are
aspects that can improve the attractiveness of a country for foreign investment. The results of these studies
suggest that FDI can have a positive impact on economic growth in Latin America, but the actual impact
depends on several interrelated factors. These include the quality of institutions, trade openness, the
macroeconomic environment, political stability, and the specific public policies that are implemented to
attract and promote foreign direct investment. The combination of these elements can be key to maximizing
the benefits that FDI can bring to sustainable economic development in the region.

However, Acosta (2021) argues that FDI can boost technological development and machinery
modernization in host firms, which can increase employment generation capacity and improve product
quality and efficiency. In addition, he mentions that competition stimulated by the presence of FDI firms
can lead to lower prices and benefits for consumers. On the other hand, Baracaldo et al. (2022) present data
indicating a steady growth of FDI flows worldwide in recent decades, highlighting its role in technology
transfer and economic growth in various industrial sectors. They suggest that FDI is a crucial mechanism
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for driving technical change in host economies. Villalba's (2022) study focuses on identifying the factors
that limit the attraction of FDI flows in Paraguay, highlighting the importance of institutions, infrastructure
and innovation to improve the investment environment. It proposes improvements in tax incentives, security
and legal stability to attract greater FDI flows and promote the adoption of new technologies and machinery.

Regarding Foreign Direct Investment (FDI) in Ecuador, Reina's (2023) study states that FDI is a
fundamental factor for a country's economic growth, contributing to capital formation, productivity, and
integration into the global economy. On the other hand, Garcia et al. (2020) point out that countries benefit
from maintaining an economic and political model that creates a favorable environment for the economy
and is attractive for FDI, as this can attract more significant economic growth. However, the situation in
Ecuador shows that while FDI is an engine of economic growth, the country needs pro-business policies. It
is recognized that without policies to support investors, these financial flows are unattractive. A study by
Galvan (2020) shows that countries with higher GDP are more attractive for Chinese FDI.

Solano (2020) acknowledges that Ecuador has negotiated new trade agreements with the European Union,
the European Free Trade Association (EFTA), the United Kingdom of Great Britain and Northern Ireland,
and Chile. These trade agreements have a direct impact on national public procurement systems, so buyers
should review their content to ensure proper implementation (Lopez, 2019).

To improve Foreign Direct Investment (FDI) flows, it is necessary to strengthen economic stability and
policies within the country. Currently, Ecuador faces a wave of insecurity that increases country risk indexes
and increases regulatory uncertainty. This negatively affects the country, as a high-risk environment can be
marked by constant changes in policies to attract investment, making it difficult for entrepreneurs to plan
for the long term. Vallejo (2020) recommends creating new policies that encourage trade openness by
eliminating tariff barriers, which can be very beneficial. By eliminating these barriers, the country becomes
more attractive to foreign companies, generating an increase in the number of investments and capital
invested.

Hugo (2019) analyzes the impact of the outbound foreign exchange tax on the level of FDI in Ecuador
during the period from 2008 to 2017. The study concludes that the behavior of FDI is not significantly
affected by political factors and that foreign direct investment was not significant during that period in the
country. On the other hand, Ortiz et al. (2019) explore the relationship between FDI, economic freedom,
and development in Ecuador. Using data from the Central Bank of Ecuador, they find a stable short- and
long-term relationship between FDI and economic development, highlighting the importance of a good
macroeconomic and legal environment, as well as the generation of subsidies to attract foreign capital.

Maldonado et al. (2019) reviewed 30 scientific articles and found that FDI has a positive impact on
economic growth in several countries, including Colombia, suggesting that FDI can be an important driver
of economic growth. Campana and Pozo (2021) analyzed data from 1980 to 2020 and found a positive
relationship between FDI flows and economic growth in the Ecuadorian economy, measured by GDP,
confirming that FDI can drive economic growth. However, Ramos et al. (2022) note that COVID-19 has
negatively affected FDI flows and economic growth in the countries studied, suggesting that global crises
can have a significant impact on the relationship between trade openness, FDI, and economic growth. The
results of these studies suggest that there is a complex relationship between trade openness, FDI, and
economic growth in Latin America. While trade openness can attract and boost FDI, the actual impact of
these variables depends on several factors, including the country's economic context, public policies, and
global conditions, which condition the capacity for the effects and development of FDI flows.

Ortiz et al. (2019) state that Ecuador's foreign trade is represented by products such as bananas, tuna, shrimp,
cocoa, and natural flowers, which form the top five products exported to the EU. The trade agreement
between Ecuador and the regional bloc is mainly motivated by the country's agricultural potential. However,
Calderéon and Hernandez (2018) determined that to open up to the world, Ecuador has made significant
changes in its trade policy. The country has developed an economic and fiscal stabilization plan to ensure
legal, economic, and political security, to support an environment that promotes commercial exchange and
attracts countries and regions, thus strengthening trade relations.

Regarding Foreign Direct Investment (FDI) in Ecuador, Reina's (2023) study states that FDI is a
fundamental factor for a country's economic growth, contributing to capital formation, productivity, and
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integration into the global economy. On the other hand, Garcia et al. (2020) point out that countries benefit
from maintaining an economic and political model that creates a favorable environment for the economy
and is attractive for FDI, as this can attract more significant economic growth. However, the situation in
Ecuador shows that while FDI is an engine of economic growth, the country needs pro-business policies. It
is recognized that without policies to support investors, these financial flows are unattractive. A study by
Galvan (2020) shows that countries with higher GDP are more attractive for Chinese FDI.

On the other hand, Alvarado (2019) acknowledges that, in 2020, the main destination for Ecuador's exports
was the United States, representing 23.4% of the country's total exports. It is followed by China with 17.5%
and Panama with 15.8%. Regarding imports, Vallejo (2020) states that the United States was also the main
origin, representing 22.3% of imports, followed by China with 22.2%. Imports from CAN member states
ranked third, representing 13.2% of the total volume.

However, the research by Miranda & Tonon (2024) and the study by Diaz et al. (2020) offer complementary
and sometimes contradictory perspectives on the impact of Foreign Direct Investment (FDI) and other
external factors on Ecuador's economic growth. Both investigations are essential to understand the
complexity of the country's economic development, although they take different approaches. Miranda &
Tonon (2024) found that FDI has a negative relationship with economic growth in Ecuador. This finding
suggests that, despite expectations that foreign direct investment would boost economic development, it
has not lived up to those expectations during the period analyzed (2001-2021). The quantitative
methodology used in their study, based on macroeconomic data from the Central Bank of Ecuador,
reinforces the validity of their conclusions. On the other hand, Diaz et al. (2020) focus specifically on FDI
from China and its impact on the mining and quarrying sector. Using econometric models such as Pearson's
trade-off coefficient and multiple linear regression, their results show a positive contribution of FDI to
Gross Domestic Product (GDP), although this relationship is also influenced by the international prices of
export products such as oil and minerals.

The studies by Bernal et al. (2023) and Cumbicus & Ponce (2020) address crucial issues for the Ecuadorian
economy, albeit from different perspectives. Bernal et al. (2023) focus on the relationship between oil
exports and Ecuador's Gross Domestic Product (GDP), while Cumbicus & Ponce (2020) examine the
impact of country risk on foreign direct investment (FDI) in Ecuador, Peru, and Colombia. Both studies
provide valuable insights into the factors that influence economic growth and investment attraction, and
together, offer a more complete picture of the regional economic landscape, however, Bernal et al. (2023)
specify that Ecuador needs to move away from dependence on oil to develop sustainable economic growth
and thus not depend on external factors and counteract the presence of the negative effects of country risk.

The studies by Zhimnay (2022) and Salazar (2021) present a detailed overview of the factors that influence
Ecuador's economic growth. Gross Fixed Capital Formation and remittances emerge as key variables that
contribute positively to GDP, while adequate employment and oil exports present significant challenges. In
addition, trade openness and domestic investment are essential for economic growth, suggesting that
Ecuador must continue its efforts to become more integrated into the global economy. Economic
policymaking in Ecuador should consider these findings to design strategies that maximize economic
growth and improve the living conditions of its population. Policies that encourage investment in FBKF,
channel remittances into productive investments, diversify the economy, and promote trade openness will
be crucial for the sustainable development of the country.

5. Conclusions

Regarding the objectives of this study, a summary of the PRISMA diagram, based on 45 high-quality
scientific articles, has been provided. The specific goals were achieved by demonstrating that Foreign Direct
Investment (FDI) flows between different economies contribute to economic development and create
formal jobs. In addition, it has been shown that the national economy tends to grow with FDI and the
increase in foreign trade flows, which also increases imports.

Through the evidence of this research, it is concluded that Foreign Direct Investment (FDI) can be a crucial
tool to promote economic growth and social development in Ecuador. The literature reviewed shows that
FDI has the potential to increase productivity, foster technology transfer, and generate employment.
However, to maximize these benefits, the current government of Ecuador must implement appropriate
domestic policies that create a favorable environment for foreign investment. This includes ensuring
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political and economic stability, as well as transparency and legal security, which can attract more foreign
capital and promote sustainable economic development for both the country and foreign investors.

Similarly, this research leads to the conclusion that the search for sustainable growth requires a deeper
analysis of the factors that determine economic success. Foreign Direct Investment (FDI), exports, and
competitiveness have become key elements of this equation, and their complex interrelationship has been
the subject of much research, which shows promising prospects. FDI, as a source of capital, technology,
and knowledge, has the potential to increase productivity and innovation, creating a multiplier effect on
economic growth.

In the case of exports, they open doors to new markets and diversify them, achieving economies of scale.
However, the influence of these factors is not constant. It is concluded that the efficiency of Foreign Direct
Investment (FDI) and exports depends largely on the competitiveness of the business environment, which
also determines the effectiveness of both elements. A competitive business environment is crucial to
maximize the benefits of FDI and exports.

Since Foreign Direct Investment (FDI) flows promote economic development if a favorable environment
exists, the search for sustainable economic growth in Latin America requires a thorough understanding of
the complex interrelationship of FDI. This leads to the inference that exports, competitiveness, and
socioeconomic context, together with the implementation of effective policies and adaptation to a changing
global environment, represent key means to successfully navigate the development path.

this study, it has been observed that Foreign Direct Investment (FDI) and trade between countries play
fundamental roles in a country's economic development. These factors significantly influence its growth,
competitiveness, job creation, and strengthening of productive sectors.

Foreign Direct Investment (FDI), defined as the investment of a foreign company in the host country to
establish long-term participation, stands out as a key factor for the Ecuadorian economy. FDI drives capital
formation, productivity, and integration into the world economy. Through these FDI flows, benefits such as
technology transfer, employment generation, increased production, and competitiveness of local companies
have been observed.

In addition, it is recognized that factors such as political and economic stability, the growth of the oil sector,
and the implementation of investment-friendly policies have contributed to attracting foreign capital. Key
years have been identified in which Foreign Direct Investment (FDI) reached record levels, generating
positive effects on the trade balance, Gross Domestic Product (GDP), and poverty reduction.

In addition, the impact of Foreign Direct Investment (FDI) on the host economy has been examined,
highlighting how this type of investment can generate direct and indirect benefits for the country.
Knowledge transfer, improved productivity and the promotion of competition in the local market are some
of the positive effects observed. Although there are challenges such as the protection of local producers and
the possible creation of monopolies, it has been shown that FDI can be an important source of economic
development, provided it is properly managed.

Regarding the impact of Foreign Direct Investment (FDI) on host economies, it has been shown that this
investment plays a crucial role in economic growth, complementing domestic investment and boosting
gross capital formation. Through technology transfer, integration into global value chains, and productivity
enhancement, FDI contributes significantly to a country's economic progress and external balance.

From a global perspective, the role of Foreign Direct Investment (FDI) in the globalization and development
of various Latin American countries has been examined. It has been highlighted how FDI can stimulate
economic growth, increase business competitiveness, and foster openness to new international markets,
positioning the recipient countries as relevant players in the world economy.

In the context of trade agreements, it has been observed that these can be strategic in attracting Foreign
Direct Investment (FDI) flows and fostering a country's economic growth. Trade openness, business
competitiveness, human capital, and infrastructure are key factors that influence the attraction of foreign
investment and a nation's economic development.

Over the years, there has been a significant increase in the inflow of Foreign Direct Investment (FDI) in
sectors such as oil, mining, energy, and infrastructure. These sectors have traditionally been attractive to
foreign investors due to the country's natural resources and infrastructure development opportunities.
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However, a major challenge facing Ecuador in terms of FDI is the need to diversify its economic base and
attract investment in non-traditional sectors, such as technology, tourism, agribusiness, and manufacturing.
Diversifying the country's productive base would reduce dependence on sectors vulnerable to commodity
price volatility and strengthen the resilience of the Ecuadorian economy.

It is important for future governments, regardless of their political views, to prioritize attracting Foreign
Direct Investment (FDI) to the country while ensuring that political tensions do not affect governance.
However, it's also essential to consider the potential negative effects of FDI, such as the creation of
monopolies and its impact on the local economy. To address these risks and maximize the benefits of FDI,
it is necessary to improve the business environment, strengthen the rule of law, promote transparency and
political stability, and invest in the education and training of the workforce. These factors are critical in
making sectors more attractive for FDI and in promoting sustainable development and job creation in the
Ecuador

On the other hand, it is concluded that Ecuador should not only focus on diversifying its economy to reduce
dependence on oil but also on improving its investment environment by reducing country risk. The
implementation of policies that promote economic and political stability, as well as economic
diversification, could create a more favorable environment for sustainable economic growth and FDI
attraction.

In conclusion, Foreign Direct Investment (FDI) and foreign trade play a fundamental role in the economic
development of Ecuador and other developing countries. FDI can be an engine of growth, generating
benefits such as technology transfer, job creation, and boosting productivity. However, it is crucial that host
countries adopt appropriate policies to manage these investment flows efficiently and equitably, ensuring
that the benefits are distributed throughout society. In addition, cooperation through trade agreements can
be key to boosting FDI attraction and promoting sustainable economic growth.
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