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The EU has pursued to diminish intra-EU disparities since its establishment, because, without
reducing disparities, integration process would be questioned. The accession of Southern Europe,
Greece, Portugal and Spain, to the EU in the 1980s, however, was worried to disturb integration
process in the EU. These three countries were regarded as less developed countries in Europe. In the
1980s, they attained a different economic performance: while Spain and Portugal accomplish higher
growth, Greece faced poor economic performance.

Why this difference occurred? This paper concentrates on the effects of foreign direct investment
(FDI). It has been expected to be an engine for development especially in less developed areas. From
the 1980s, Spain attracted much more FDI than other two countries. Then this paper examines why a
particular less developed area attracted more FDI than other areas, and analyses the effect of FDI on
national economy. Among three southern European countries which entered the EU in the 1980s,
Spain is a country which succeeded in development induced by foreign capital in Europe. This is why
Itake Spain’s case for analysis.

Chapter 2 observes FDI evolution during the penod 1982-92 and 1992-97. This suggests that EU
FDI concentrated on the Member States in the 1980s, and a particular EU periphery, Spain, attracted
much more foreign capital than any other southern countries. Spanish FDI inflows, however,
decreased during 1992-97. Instead, FDI in Eastern Europe increased remarkably in the 1990s,
although Spain has received more FDI than these countries. This indicates that FDI shifted to Eastern
European countries, and these countries have emerged as rivals against Spain of FDI recipients.

Chapter 3 presents a brief critic of the existing theories for FDI according to the stylised facts, and
establishes an analytical framework for the determinants of FDI

Chapter 4 analyses the determinants of FDI in Spain from the 1980s to the 1990s. For attracting
FD], Lenin’s Condition, i.e., quality of labour and infrastructure, is the most important. This is proven
from the empirical estimation and the comparison of variables among various countries.

Chapter 5 examines the effect of FDI on Spanish economy in terms of regional development.
According to the observation of FDI and development level, FDI is consistent with development
level. Hence, Spain converged to the EU average in the second half the 1980s at a country leve] and
FDI is one of the factors that caused Spain’s development. This paper also study convergence within

~Spain. There is no tendency for regional convergence within Spain; Spanish regions rather tend to
diverge: while some regions, say Madrid and Catalufia, received a large share of FDI inflows, and
attained considerable development induced by foreign capital, others failed to attract foreign capital
and still remain underdeveloped. .
Spain attracted much FDI and accomplished development induced by foreign capital from the 1980s.
EU advanced countries, however, has been interested in Fastern European countries as FDI recipients,
because some of them will join the EU near future. The accession of Eastern Europe to the EU will
give rise to the same problem as when Southern Europe entered the EU in the 1980s: the worsening of
intra-EU disparities. It would be more difficult for Spain to relay on foreign capital for development.
This means that development induced by FDI would have a limit. Therefore, it will be necessary for
Spain to improve the quality of labour, and to strengthen the industrial structure within the country.
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