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Abstract

This study examinesthe impacts of tourismelated foreign direct investment (TFDI) as
perceived by local people, drawing on their experienced 'realltiesh attempt to capture a
more holistic picture of TFDI impacts, it takeasmultistakeholder approactcmphasis is
placed on local residents, however the study inclpeespective®f resort hotel employers,
locally-based suppliers investors, policymakers, tourism and business association
representativegocal residents who are TFDI resort hotel employaed local residents who

are noATFDI employees. The research is situated in the context of Barbados, a tourism
dependent, small island developing stagédouristdestination that remains und@searched

by tourism scholars.

The idea thateality is @en to multiple interpretations throudjtied experiences underpins

the ethos of this thesift. is guided by annterpretive approactvith the purpose to capture
different experiencedealities’ of local impacts of TFDI in Barbados. In order to extend
current TFDI knowledgethis studyuses qualitative datas opposed to applying econometric
analysiswhich is generally adopted in TFDI studieQualitative expert anegmpirically
informed indepth interviewsare used to delop an understanding of orgaatienal
behaviour in relation to resort hotels as examples of TFEDI employers, alongside semi
structured interviews witlocally-based suppliers, investors, poliakers, and tourism and
business association representativeédditionally, the use of focus gup interviews with

resort hotel employees and local residents allow for a broad spread of views to be captured
whilst placing emphasis on personal experiences, interpretations and views on the
consequences of tourism development through FDI.

The study Bowed thathe perceived enhanced economic development optiorBatradosO
tourism sector and local communities, as well as employment opportunities for locals, and
Barbados global investment reputation are reasons that Barbados focuses its attention
TFDI. Value for money, in terms of investment concessions, is the primary motivation for
TFDIs to invest in Barbado¥ey TFDI impacts from previous research were confirmed in
the realities experienced by all stakeholders in this resemntely impacts omdemand
patternscapital, technology, skills formation, local firms, and policy implicatidghmay be
argued that the perceptions gathered during this research study are not merely a reflection on
the selfinterests of each stakeholder grolipe power dynamics between groups, namely,
foreignowned investors and the governmewas a highlighted theme by a number of
stakeholders, including local residents.
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Chapter 1: Introduction

1.1 Background and rationale
For many years it was commonly believed that wealth through tourism development would

eventually 'trickle down' and benefit the local community through multiple channels such as
employment, public welfare, and famimgtwork(Zenget al, 20@). Critics of the nediberal
paradigm have challenged the magnitude of anticipated multgfliects Oppermann and
Chon, 1997 Scheyvens, 2007; Mosedale, 2011) and questioned tleatext which the
development of tourism increases inequality betweemtdes and'between those involved

and not involved in tourism within destinatior{Spenceley and Meyer, 201/2300).

There are, thus, question marks over the secamomic impacts of politiceconomic
strategies that aim to stimulate economic growti,least the spHbver or transfer effects of
foreign direct investment (FDI), most succinctly defined'thg injection offoreign funds
into an enterprise that operates in a different country of origin from the invggodhomy
Watch, 2010: onlinellistinguished from a foreign portfolio investment by virtue of direct
control. In the context of tourisnk,DI has been acknowledged to tmne of the routes
through which developing countries can carry out tourigit; "its implications, have been
relatively little studied'(UNCTAD, 2007 p.xi).

This study focuses on the impacts of tourigiated foreign direct investment (TFDds
perceived bylocal people drawing on their experienced 'realitie¥hese realities are
subjective perceptions within thobjective reality in peoplesO experiences. They are impacts
that affect peopleOs realitieThe studyadopts a multstakeholder approach, seeking to
capture a more holistic picture of TFDI impacts from the perspectivesffefent social
groups:resorthotel employers; localipased suppliers; investors, polisyakers, tourism and
business association representativesal residents who are TFDI resdrotel employees;

and localresidents who are nefFDI employees However particularemphasis is placed on
local residentsThe research is situated in the context of Barbados, a tedapendent,
small island developing state a destination that remains undesearched by tourism

scholars.



1.2 Research Questions

The aim of this sty is to analyse the local impacts of tourisghated FDI (TFDI) in a small

island tourismdependent economy, and to critically consider these impacts in the light of
Oreal® impacts as perceived by local people. There are three broad intentions afdhe rese

(1) to identify the primary motivations as to why TFDI is being encouraged within a small
island tourism dependent economy; (2) to examine the impacts that TFDI has on local people;
and (3) to explore local peoplesO subjective evaluationssiibgetive perceptionsof
objectiverealities) of TFDI impacts. These three focal points or thewiksallow for an
emphasis on personal experiences, interpretations and views on the consequences of tourism
development through FDI, particularly in the contekta small island economyBased on

these broad intentions of the research, the specific research questions for this study are:

1.! What are the perceived impacts of TFDI on Barbados according to a range of
stakeholder perspectives?

2.1 Are currently knownmpacts of TFDI relevant to the case of Barbados?

3. Are there relationships between perceived impacts and evidence from previous,
traditionally quantitative TFDI impact studies?

A subjective ontology to 'reality’ is adopted. Reality exists b@xjgerienced and open to
subjective interpretation rather than fixed (epistemological reallsis)conceived that TFDI
exists but the nature of its impacts are open to multiple perceptions or cognitive subjective
interpretations, in line with a realispistemology.The nature of being (ontology) is viewed

as subjective with reality being open to multiple views or perceptions, shaped by personal
experiences of individuals. This research study takes a critical realist ontological stance,
which reflects theresearcherOs view of reality; that there is a 4nitependent external
reality and that it can be known or accessed but this happens cognitively by individuals.
Critical realism denies that there is any certain knowledge of the world, and accept the
possbility of alternative valid accounts of any phenomenon. In other words, there are
different valid perspectives on reality. In his classical statement, Sapir (1958) argued that Othe
worlds that different societies live in are different worlds, not simipéy dame world with



different labels attachedO (1958:69). This coincides with the research aims and objectives,
which propose to analyse facts, and the interpretation of facts, by various respondents
(Chapter 4, page 72).

The perceptions of residents whle presented as their subjective, experienced 'realities’ but
they will also be considered alongside secondary data sources and official views (as
presented in Chapter 3) (see Chapter 4, paget)3

1.3 Research aim

Foreign Direct Investment (FDI) is viewed as a tool for economic growth but also often as a
panacea for all ills. It comes with both costs and benefits. While it has the potential to raise
productivity, generate employment, enhance competitiveness of dimestic economy
through transfer of skills and technology, reinforce infrastructure and contribute to the long
term socieeconomic development, concerns of profit OleakagesO and the repatriation of funds
must also be acknowledged. As a reguk, aim of this study is to determine the impacts of
tourismrelated FDI on local people, while taking into consideration experienced realities of
local TFDI impacts.

1.4 Research objectives

There ardive specificresearclobjectives:

1.! To present a dical review of existing lierature pertaining to locahpacts and
resident perceptions of TFDI in touristependent destinations. This will aid in
setting the theoretical context of the study and identify knowledgeigdpe

literature.

2.! To develop gualitative and quantitative research design to ereatgerienced

'realities’ of local TFDI impacts to be captured.



3. To examine the operations and managera€mEDI in Barbados. This willake into
account secondary data and the firahd views ofesot hotelcompanies based in
the destination on locatiespecific factors and intendddFDI impacts.

4. To critically evaluate the OrealitiesO of TFDI as experienced by hotel resort employees
and other local residents and to identify relationships betwees pleeseptions and

currently known impacts of TFDI.

5. To determine any links between local impacts of TFDI revealed in this research study
and evidence from previous, traditionally quantitative TFDI impact studies.

1.5 Motivations for the study
This research has the potential to contribute to the academic understanding of local peoplesO

experienced realities of TFDI impacts in a tourdapendent small islarsgtting The reason

for examiningtourismimpacts in Barbados has to do with personadrest, which has been
confirmed by my previous researchhrough carrying outesearch work with a focus on
Barbados, | began to discover a new interest in tourism developmgatticularand more
specifically, the role of FDI in a tourism destination. Living in Barbados and hearing
comments about hotoreign investors are taking over the island without contributing to the
economy, | thought it would be interesting to examine if this is a corya@id perceptio

in Barbados.Furthermore, | wanted to gain a deeper insight into the locally experienced
impacts of TFDI. My initial eading of previous TFDI studiesevealedfew studies that
examing local and resident perceptionkghis was thus a starting point ofteénest for my
research. In addition to being motivated lay personalinterest in the topiarea | was
affordedaccess tstudy participants in Barbados, a touridependent SID3vhere tourism

is officially recognised to hold importance in the naB@acio-economic development.

Tourism is BarbadosO main economic driver generating 50% of its foreign exchange earnings
(BTI, 2015) and accounting for 12.9% of GDP (WTTC, 2017). International hotel chains and
tour operators have shown interest in Barbados as a tourism destination since the 1960s. With

an increase in visitor demand, the Barbados government saw the potential of rikm tou



industry to diversify its economy. There has been significant FDI ind8ia) mainly in the
developmentand sales of real estate, hotels and condominiums. FDI peaked in 2007 with
$675.6 million of which real estate transactions accounted for over(6@¥tral Bank of
Barbados, 2010). Due to externdilogks such as the global economic downtdbl in
Barbados declined to from a présis average of USD $4Q8illion in 20052007 to USD

$254 million in 2015 (UNCTAD, 2016). BarbadosO OplantocracyEdi@ipeans who owned
most of the land and slaves in West Indian Colonies) is mainly involved in tourism indirectly
through ownership of land, commerce, seaportfr@e outlets and construction companies.
The Barbados governmentafficially committed toensuring that tourism will improve the

life and economic development of the people of Barbados (Barbados Tourism Master Plan,
2014) and has a comprehensive socialettgpment policy emphasisinguman capital

development.

There remain notably few studies on TFDI and, where research exists, the focus has been
mainly on the overall structure (see for example, Tetngl, 2007; Subbarao, 2008; Tiwatri,
2011) and the political economy of TFDI (see for example, Endo, 2006;e6t€d10).

Broad scholarly attention has been paid to the secomomic consequences of tourism on
local peoplesO lives, however little empirical evidence exists on the importance of local
impacts of TFDI. A notable exception is the work of UNCTAD (20@ryuing a need for
tourism'E to be managed carefully if it is to yield the desired benefits without undermining
the local economy and the environment, sociatlittons and cultural resourcesin the
context of tourisrdependent, small island developstgtes (SIDS)Scheyvens and Momsen
(2008 as cited in Alam and Paramati, 20@814) haveargued thatalthough tourism has a
significant contribution to economic development, it does not have a considerable influence
on poverty alleviationElnfact, in some[small island developing}tates, tourism increas
existing income inequalitiesTo date, however, it is difficult to locate academic research that
specifically focuses orthe experiencedocal impacts of TFDI in SIDS, highlighting a

discernible reserch gago which this study intends to contribute

1.6 Research Context
FDI has become a key component of national development strategies for many countries

around the world. According to UNCTADOs World Investment Report (2010), FDI is
growing fastest in less economically developed countries (LEDCs), and new opportunities for

sodo-economic development are being offered. Most notably, sources of investment stem



from the traditional locations of ‘the north' but have expanded to include OsouthernO investors
(Barrowclough, 2007). The tourism sector has been increasingly priorgtssadpotential

path for economic and human development in LEDCs (Askieat, 2007). However, there

are concerns about the power that traagonal corporations (TNCs) wield over destinations
(Hall, 200) and the fear is that due to-salled Oleakageti® share of local gains from
tourism is often small (UNCTAD, 2007). Indeed, as Meyer (B0@B4) has noted;The
potential of tourism as a local development option has been criticised due to persistent claims
that the industry is plagued by high impoontentand subsequently high leakages'

FDI, in generalhas been praised for being able to help countigelsreak out of the vigus

cycle of under developmeiiiMoran, 1998:19) through the creation of employment and the
supply of capital and resows such as managerial skills, technological and, marketing and
promotion assets (UNCTAD, 2007). On the other hand, FDI has also received criticism, not
only for economic'leakages' but also for the possibility that it obstructs policies regulating
the migation of labour, wage policies, and other laws that hinder socially undesirable
practices (see for example, Tambunan, undated; BlomstrSm and Kokko, @6fi;and
Greenaway2004; Nunnenkamp, 2004). Hence, in tourdependent countries, efforteed

to be directed towards the creation of linkages that can lead to benefits for local people
through TFDI. In a Caribbean context, the WTTC (undated, cited in Meyeg20Q2% has

outlined the case for paying attention to local tourism impacts:

‘There is fairlywidespread concern that the benefits from tourism in the Caribbean
might not be reaching those who need them most and that, despite the impressive
growth statistics, tourism is not doing as much as it could to relieve existing problems
of unemploymenpoverty and social dislocation’

FDI plays an important role in the global economy and many developing countries consider it
to be a fundamental source for development. Econometric analyses of FDI and economic
development are wedstablished, but their colusions remain unclear; some analyses
indicate a positive impact on local economies while other analyses remain pessimistic. Little
is known about the extent of FDI in tourism at large,andre specificallyin small island
developing states (SIDSjurthermore, evaluation of its local impad lacking.

According to theUNCTAD (2010), SIDS should be recognised to be a distinct group of
developing countries facing specific social, economic and environmental vulnerabilities.

More specifically, they facessues of a small domestic market, lack of scale and high



transport costgSingh, 2008. This has ultimately led to the end of the export industries,
forcing these states to rely on their natural resources of sun, sea and sand; and as stated in
Singh @008, the perceived competitive advantage that tourism should prowiderrhs of

level of development, there is however potential for SIDS to grow their share of tourism
revenue. Between 1990 and 2016 developing countries as tourism destinatiorsedhcrea
their share of international tourism receipts from 18% to 40% (UNWTO, 2017). Furthermore,
the United Nations World Tourism Organization (UNWTO) has predicted that by 2020 there
will be 1.6 billion tourists; up from 0.8 billion in 2006 and, at the aurrate of growth, the
majority of these will be visiting developing marldstinationsBarrowclough, 2007 With

a focus on Barbadosyurism is credited with helping to diversify Barbados® economy away
from traditional commoditypased activities (mainlsugar) and the country has enjoyed rapid
tourism growth, adding weight to its recognition from government as a key economic sector

(Barbados Ministry of Finance and Economic Affairs, 2011).

There are still inconclusive arguments for and against the role of FDI inflows in enhancing
economic growth and human development in any country. Whether FDI inflows are
beneficialor not to socieeconomic growtrand what governments should do to attraxt a

use FDI inflows effectively, is still a matter of considerable debate. For this study, a
gualitative analysis of the local impacts of TFDI is more appealing and practical than taking
an econometric approach since the cemuaistion of this research tehat are the OrealitiesO

of TFEDI for local people in Barbados? richer, indepth analysis is important to help
strategic players in their ability to further enhance human and tourism development, by
minimising the negative and increasing the positiveacts of TFDI.

Local impacts of tourism and TFDI are perhaps different between SIDS and other
geographical locations given the economic challenges, remoteness and livelihood trajectories
of the destination areas. However, although leakl perceptins of tourism have been
widely examined in a range of peripheral contexts (includ®tmgarpley 2014; Almeida
Garciaet al, 2016), few studies have been carried out in SIDS (see for example, Nunkoo and
Ramkissoon, 201, Sinxo and M™sq 2013). This is dgste emphasis placed on the
importance of tourism to SIDs. Furthermore, although research has shown that TFDI is
beneficial to tourisrdependent nations, few studies have focused on local interpretations or
‘experiencedrealities’ of TFDI impacts. This sly aims to contribute to that gap in
knowledge.



1.7 Research contribution
As discussed irChapter 2, there is considerable literature on the impact of FDI and growth

generally but there are a limited number of studies on FDI within the field of toansm

even fewer studies that focus on the context of SIDS. The attention of these studies has been
mainly on the overall structure of TFDdge for exampleEndo, 2006) where available FDI

stock data has been utilised by calculating FDI flows over a pefitiche to analyse and

reveal the pattern and scale of FDI in tourism. This type of analysis can help inform the role
and significance of TFDI in countries where data is available. Yet, whilst detailed country
FDI statistics are available from more devedpcountries, there remain challenges
presenting an accurate pictureciountries with little or no available data, such as is the case
with Barbados. This is another reason why a study relating~ in Barbados needs to

essentially include qualitat data.

Extensive studies of the relationship between FDI and tourism are few (see for exaiple,
2006;Tanget al,2007).However, the question of the impact of FDI on tourism has captured
the attention of researchers in the past and it must bd tiweauthors have been generally
negative in their assessmented for example,Weaver, 1988; Harrison, 19924992;
Oppermann, 1993Freitag, 1994;Thompsonet al, 1995; Brohman, 1996 Clancy, 1999;
Tosun, 1999).

The political economy of TFDI has aldeen studied in countries such as Greece, Ghana,
Turkey, Vietnam and the Middle Easteg for exampleBuckley and Papadopoulos, 1988;
Buckley and Geyikdagi, 1996; Haley and Haley, 1997; Sadi and Henderson, 2001,
Barrowclough, 2007). However, althoughhs® of these studies have focused on the role of
FDI, they have explored the issues encased within tourism developmentdiféamgnt
terminology. DI has been further investigated in relation to economic gralethk{ns and
Thomas, 2002; Tanet al, 2007 Kyrkilis et al,2009) but the impacts of TFDI e context

of SIDShave been examined to a lesser extent (Barrowclough, 2007; Read, 2007).

BarrowcloughOs (2007) study is a global study that draws on findings from UNCTABOs two
year study based on aophl survey of transnational hotel groups present in developing
countries, and hdepth case studies of domestic and international investment in tourism in

twelve countries. The project aimed to provide empirical evidence to help -pudiking in



developig countries that vgh to benefit more fromHADI. The determinants of the inflows

of FDI more generallyo SIDS were analysed by Read (2007). The analysis was undertaken
in the context of existing literature on determinants of FDI inflows wimt®srporating
insights drawn from research on the determinants of growth in small states. These studies
have analysed impacts and dimensions of FDI in Simx3udingin Barbados. However, this

PhD researchstudy intends toadd to these studies by identify Oreal® impacts as
experiencedby localresidents, alongside consideration of the viewpoints of TFDI employers,
locally-based suppliers; investors, polisyakers, tourism and business association

representatives.

While a lot has been written about Fibipacts on a countryOs ecoimdevelopment, it is

fair to say that there has been insufficient empirical evidence linking FDI and local residentsO
perceptions (UNCTAD, 2007). Further research is therefore needed to understand how local
peopleexperiencel FDI impactsand this type of empirical information needs to be available

to policy-makers.

UNCTAD (2007) has argued that more empirical research on TFDI is needed for developing
countries to make the most out thfe sustainable benefitsffered by TFDI andto gain
awaranessof appropriate policies that can be appliedraximise local gaingrom TFDI.
This PhD thesis aims to contribute to this research gagniphasisinghe voices of local
residents to an investigation of impacts of TFDI in Badsadlhere remains a lack of
consensus in the existing literatune the impacts that FDI has on local people dwedet is a
scarcity of research that considers local perspectives on the outcoifieBlah a tourism
dependent economy. Thus, in line witls declared research objectives, this thesis will
specifically explore the OrealitiesO of TFDI as experiendedabyesidentandwill identify
relationships between these dimensions, other stakeholder viewpoidtsurrently known
impacts of TFDI.

1.8 Research approach
The idea that there exist multiple realities and lived experiences underpins the ethos of this

thesis. An interpretive approach is adopted. The purpose is to capture different 'realities’ of
local impacts of TFDI in Barbados. In ordéw extend current TFDI knowledges
aforementionedthis study will use qualitative datas opposed to applying the research
methods generally adopted in TFDI studies, such as econometric ansdgsi®i example



Tanget al 2007) and statistical analysigee for examplée Velde and Nair, 2005; Endo
2006). Qualitative expert anémpirically informed irdepth interviewsare used to delop

an understanding of orgaational behaviour in relation t@sorthotek as examples of THD
employers alongside senstructured interviews withocally-based suppliers, investors,
policy-makersand tourismand business association representatiedgitionally, the use of
focus group interviews witlmesorthotel employees and locaksidentsallow for a broad
spread of views to be captured whilst placiegnphasis on personal experiences,

interpretations and views on the consequences of tourism development through FDI.

A case study research strategy is employed (Yin, 1994) incorporatingg@ oamesearch
methods- document analysis, questionnairegmistructuredinterviews and focus group
interviews. The focus of the primary data collectionessentiallyon five social groups as

‘'units of observation': resotiotel employers;locally-base@ suppliers; investors, poliey
makers, tourism and business association representatives;rdsidihotel employeesvho

are local residentsand nonTFDI employeelocal residents of Barbados. Secondary data
analysis is used to inform the geographical policty context of the research (Chapter 3), in

line with the overall 'unit of analysis' in this case stu@arbados. Etic and emic approaches

are combined, in line with a desire to balance the need to capture the perspective of the social
groups buto enable sensmaking by researcher to achieve thverall aim of the research.

1.9 Thesis structure
Figure 1.1 provides a clear OroaapO, linking the research objectives of the study with

specific thesis chapters. This study is divided into sebhapters and this section outlines the
contents of each chapter.



Figure 1.1: Research objectives and corresponding thesis chapters

Research Objective 1
To present a critical review of existing literature Chapter 2

pertaining to locaimpacts and resident percepto ——

of TFDI in tourismdependentlestinations.

Research Objective 2
To develop gyualitative and quantitative research Chapter 4
designto enableexperiencedrealities' of local ———
TFDI impacts to beaptured.

Research Objective3
To examine the operations and manageroént Chapters 3, 5

TEDI in Barbados. —

Research Objective 4
To critically evaluate the Orealities@FDI as Chapter 5
experienced byesorthotel enployees and other
local residents and to identify relationships betwg ———————— >
these perceptits and currently known impaodf
TFDI.

Research Objective 5
To determine any links between local impacts of Chapter 6
TFDI revealed in this research study and evidende .
from previous, traditionally quantitative TFDI
impact studies.

Chapter 2 presents a review of existing literature discussing key concepts relevant to the
research study. A range afreceptual approaches with relevance to investigating the impacts
of TFDI are discussed. Additionally, Chapter 2 presents a more detailed analysis of existing
studies which have explored impacts of TFDI in destinations globally and the inter
relationships btween tourism and destination development. The literature review is divided
in two main sections. The first section discusses FDI in general and highlights the main
concepts and debates. This discussion is narrowed down to focus specifically on the impact
of tourismrelated FDI and different forms or types of TFDI. The first section of Chapter 2
ends with a discussion of trends in TFDI and wnétationships at macr@and micrelevels.

Resident perceptions of TFDI impacts are considered in the secandf pae chapter. In
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particular, factors influencing local experiences of TFDI are discussed and theories of
resident perceptions are examined. The overall purpose of the chapter is to assist in
establishing the theoretical context of the study and thsifb@ation of gaps in the existing

literature.

Chapter Jorovides the case study context to the research and includes a detailed examination
of BarbadosO economic dependence on tourism, government intentions surrounding TFDI in
Barbados, and the natuoé TFDI involvement in the country, with a specific focus on the
hotel resorts sector. It draws on secondary data sources. The chapter commences by
providing a general over view of BarbadosO tourism industry and its primary source markets.
The structure @rd management of the Barbadian tourism industry are considered. Evidence
for this chapter is based on document analysis and available statistical data. The chapter
provides the basis for the research design of the ieteswvith TFDI operatorsrésorthaotel
employers), discussed in Chapter 4 as part of the methodology.

Chapter 4explains themethodological approach and the methods used in this stindy.
theoretical approach and the operationalisation of the research objectives are detailed. The
chapter discusses the philosophy underpinning the study and its relevane@andto
implications for the research. Details of the data collection and analysiesges are
provided. The methods used to collect data are detailed, including questionnaires, semi
structured interviews, focus group interviews and informal interviews. The chapter also
explains the thematic analysis of the data which was deducted fenoys tourism FDI

impact studies as well as emergent from the study respondents, as outlined in the theoretical
focus of the studyThe chapter stresses that emic and etic approaches were combined to
enable an emphasis on personal experiences, interpretations and views on the consequences

of tourism development through FDI alongside researcher framing of the research.

Chapter 5 preents theesultsand discussion dPhase 1 othe primary researc¢locused on

the semustructured interviews witifFDI resort hotel employerdocally-based suppliers,
investors, policymakers, tourism and business association representativesldition to
providing elaboration on the research context (in line with research objective8ieaced
'realities’ are identifiecnd these are critically evaluated to identify relationships between
these dimensions and currently known impacts of TFDI (dmedtin Chapter 2).



Chapter5 alsofocuses on Phase 2 results and discussion, drawing on the interviews with
TFDI employees and othdocal residents A number of sulthemes and themes are
discussed and the socialyared and nuancedperienced 'redies' are identified. fiese are
critically evaluatedin line with currently known impacts of TFEDI in line with research

objective 4.

Chapter6 concludes the study. Here, the focus isdetermining any links between local
impacts of TFDI revealed in thiesearch study and evidence from previous, traditionally
guantitative TFDI impact studies. The proposed theoretical framework proposed in Chapter 3
is revisited and the overall aim of the researdb analyse the local impacts of tourism
related FDI (TFD) in a tourismdependent, small island developing economy in the light of
the reported 'realities’ of locedsidentsFinally, this chapter considers the limitations of the
research, its contributions to knowledge, recommendations for pub&ers, andgcope for

further research.



Chapter 2: Literature Review

2.1 Introduction
This literature reviewexplores the topic of TFDI and perceptions of its impacts on local

residents. It aimg$o providerelevant background information aopics relating to FDI in
tourism, drawing upon existing academic studies as well as practitioner ré@yrdebates

in TFDI will be emphasised and research gaps will be identified in order to establish the
focus of this thesis and itontribution to aademic knowledgdt is designed to provide a
conceptual foundatiorof the discussion and is orgagksinto two thematic sectionBhe first

section concerns FDI generally and further focuses on TFDI. The second section concentrates
on resident perceptis of TFDI and links them to its impacts. Theoretical approaches used to
examine resident perceptions of tourism are discussed and applied to TFDI impacts. The
chapter is concluded by highlighting the main discussions surrounding TFDI and identifying
key caps in current academic studi@die overall purpose of the chapter is to assist in
establishing the theoretical context of the study and the identification of knowledge gaps in

the existing literature.

2.2  Foreign Direct Investment (FDI)
While the principle of FDI is a commonly used term, definitions of FDI are noted to have a

"variety of interpretations and valuation{Korhonen, 2005 p.156). According to the
Organgation for Economic Cwmperation and DevelopmentOECD, 1996) there is
corsistency in definitions of FDI used by itself and international development organisations,
the United Nations Council for Tourism and Development (UNCTAD) and the International
Monetary Fund (IMF)UNCTAD (2006 explains FDI as thebjective of capital ingsted for

the purpose of acquiring a lasting interest and control by a resident entity in one economy in
an enterprise resident in an economy other that that of the invéstohis longterm
relationship between the investor and the enterprise the Icaspacts distinguishing FDI

from other types of investment are location and contirolthis longterm relationship
between the investor and the enterprise the crucial aspects distinguishing FDI from other
types of investment are location and control.mére succinct definition of FDI is provided

by Economy Watcl{201Q p. online), "the injection offoreign funds into an enterprise that
operates in a different country of origin from the investget the issue of direct control
should not be overlooked.



FDI is the inflow of capital into and out of a particular sector of a country and signifies direct
control of an enterprise by investors. This type of investment comprises (a)-typtler
investment where the investor and his/her capital moves to mtrgpib) 'puttingout’
investment where ownership and control resides abroad but without links to other enterprises
and (c) the multinational corporation as an extension of the corporation into foreign countries
(Meyer, 2003). Although a foreign direictvestor can be an individual, a group of
individuals, or a government, most FDI is made by public and/or private enterprises,
incorporated or unincorporatelDI can take place either through the direct entry of foreign
firms or the acquisition of existingomestic firms made with the objective of obtaining
lasting interestThere is a variance in the threshold value for foreign equity ownership in
different countries however a minimum of ten percent ownership and control of ordinary

shares or voting stock suggested by tHeECD (1996).

The economics literature distinguishes between different forms of investment or international
money movement, and foreign investment falls into the two main categories of FDI and
portfolio investment (Razin and Sadka, 2D0OMonetheless, Fan (200Arguesthat nee

classical economists have been unable to differentiate FDI from portfolio investment, and
contends that the impact each has on a countryOs development has led to inadequacy in

explaining FDI.

2.3 Trans National Corporations and FDI
A long history of arguments in favour of and against FDI may be recognised; it has been

purported that FDI may lead to economic growth and productivity increases as a whole but
the risks associated with FDI have beemphasisedBayulgen (2010)explores these
opposing views in two alternative conceptualisations of FDI impacts. The first model, 'the
benign model', is eminently positive and emphasises the net addition of inputs that foreign
investors may bring to a domestic settofgdynamic competition. It describes how FDI can

be used to interrupt the forces which drive urdkrelopment in a country. As explained by
Bayulgen (2010 p.72) it "assumes an inherent link between increased economic inter
dependence, soceconomic dewepment, and democracy"This modernist approach
essentially argues that the presence of Trans National Corporations (TNCs) should result in
an increase in efficiency, expanded output, and higher economic growth in the host country.

In line with these potdial benefits, TNCs have been identified one of the primary
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international forces of economic, social and environmental change in the global economy.
Furthermore Bury (2001)hasclaimed that TNCs affect not only economic development,
technology, skills, rade and employment, but also the living conditions and natural

environment of billions of people.

Bayulgen's second model, 'the malign model', is much more problematic and distinctly
negative. It emphasises the potentially distortionary impact thatgforeivestors from
competitive international industries may have on domestic economies that are themselves
challenged by market imperfections, such as their heavy reliance on imports to drive socio
economic growth. In such cases, FDI can also have a rdiiceegative impact on the host
countryOs prospects for development. This alternative model of FDI and development
emphasises the potential malign interaction between TNCs and host economies (Baylugen,
2010). It reflects much of the criticism of TNCs wHardhere is a possibility that FDI leads

to governmentelated distortions by obstructing price and profit regulations, and antitrust
laws. In such caseVijscusiet al. (2005) arge that this gives governments explicit ability to
deny companies from mergy when that merger is perceived as threatening the competitive
structure of the market. Other prohibitive actions that can arise from the interaction between
TNCs and host economies include the introduction of policies regulating the migration of
labour,wages, and the obstruction of laws designed to prevent socially undesirable practices,
like income inequality regulations. In particular, there is scope for potential negative
interaction to occur between TNCs in imperfectly competitive industries an@d¢msbmies

with imperfectly competitive domestic markets and some researchers have suggested that
FDI is a product of market imperfectiondymer (1976),for example, has articulated his

view that the emergence of TNCs is a response to an imperfect glabedt environment.

This, he claims, was either occurring naturally or imposed by government through imposition

of tariffs and foreign exchange control to protect the domestic industry.

There has been some consensus amongst researchers around the conditions and factors that
facilitate FDI. NotablyHymer (L976) Vernon (1968 and Kindelberger (1969yere of the

view that barriers to entry and imperfect competition are necessary for thrde@ss to be

possible (as cited in Moran, 199&aves (1971) anBuckley and Casson (197 éxtended

this idea further, supporting an ‘internalisation theory'. This theory postulates that for a firm

to engage in FDI it must have some advantage ovdrfiine in other national markets. This
advantage can be in the form safperior technology, management kabaw or marketing
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and distribution skills and is characterised by enabling a TNC to compete successfully with
domesticcompetitors Kelpman, 1984 It is notable that these factors of advantage, when
capitalised upon by the TNCs, are often rebuffed by local competitors. However, it is also
noteworthy that in some instances, the advantages of, and access to resources by the TNCs
can assist and improyke product offerings of local competitors. A very apt example of this
somewhat ironic ocgrence exists in Barbados. Oreurism TNC, Sandals Resorts
International (SRI), purchased a property near a popular tourism belt, St. Lawrence Gap, in
Barbados. SRémbarked on a shoreline stabilisation project to construct groynes to prevent
coastal erosion and replenished sand on the beach for its resort expansion (Bradshaw, 2015).
Since all beaches in Barbados are public beaches, guests from surrounding prapdrtie

local vendors plying their trade on the beach are expected to benefit from the investment by
SRI to upgrade the beach.

In order to explain the behaviour of TNCs and their motivations for engaging in FDI,
Dunning (199) developed 'the eclectic parguh of international production’, also referred to

as 'OLI' based on the three decision factors it proposesiership; location; and
internalisation(Figure 2.1). It is a holistic, yet contespecific, framework for analysing FDI
determinants and it corrtes several isolated theories of international economics in one
approach. The framework notably distinguishes between different forms of international
activities: exporting; FDI; and licensing. The Oliactors encompass both firapecific
(ownership) andcountryspecific (location) motives for international activities as well as
highlighting internalisation advantag