
Foreign Investment and Political Regimes

Political democratization and economic globalization have been two of 
the most important global trends of the past few decades. But, how are 
they connected? Do the domestic political institutions affect a coun-
try’s attractiveness to foreign investors? Can countries that democratize 
attract relatively more foreign investments? Drawing on three in-depth 
case studies of oil-rich countries and statistical analyses of 132 coun-
tries over three decades, Oksan Bayulgen demonstrates that the link 
between democratization and FDI is nonlinear. Both authoritarian 
regimes and consolidated democracies have institutional capabilities 
that, though different, are attractive to foreign investors. Democracies 
can provide long-term stability, and authoritarian regimes can offer 
considerable flexibility. The regimes that have started on the road to 
democracy, but have not yet completed it, tend to have political institu-
tions that provide neither flexibility nor stability. These hybrid regimes, 
then, also find it relatively more difficult to construct a policy environ-
ment that is attractive to foreign investments. These findings have deep 
implications for the link between democratization and globalization, 
but also for how globalization may affect political, social, and eco-
nomic development.

Oksan Bayulgen is an assistant professor of political science at the 
University of Connecticut. Bayulgen has published numerous articles 
on foreign investment, oil politics, democratization, and microfinance. 
She has received research grants from the Ford Foundation, University 
of Texas at Austin, and University of Connecticut to conduct extensive 
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www.cambridge.org© in this web service Cambridge University Press

Cambridge University Press
978-0-521-42588-9 - Foreign Investments and Political Regimes: The Oil Sector in
Azerbaijan, Russia, and Norway
Oksan Bayulgen
Frontmatter
More information

http://www.cambridge.org/9780521425889
http://www.cambridge.org
http://www.cambridge.org


Foreign Investment and Political 
Regimes

The Oil Sector in Azerbaijan, Russia, and 
Norway

OKSAN BAYULGEN
University of Connecticut

www.cambridge.org© in this web service Cambridge University Press

Cambridge University Press
978-0-521-42588-9 - Foreign Investments and Political Regimes: The Oil Sector in
Azerbaijan, Russia, and Norway
Oksan Bayulgen
Frontmatter
More information

http://www.cambridge.org/9780521425889
http://www.cambridge.org
http://www.cambridge.org


cambridge university press
Cambridge, New York, Melbourne, Madrid, Cape Town, Singapore,  
São Paulo, Delhi, Dubai, Tokyo

Cambridge University Press
32 Avenue of the Americas, New York, ny 10013-2473, usa

www.cambridge.org
Information on this title: www.cambridge.org/9780521425889

© Oksan Bayulgen 2010

This publication is in copyright. Subject to statutory exception  
and to the provisions of relevant collective licensing agreements,  
no reproduction of any part may take place without the written  
permission of Cambridge University Press.

First published 2010

Printed in the United States of America

A catalog record for this publication is available from the British Library.

Library of Congress Cataloging in Publication data
Bayulgen, Oksan.
 Foreign investment and political regimes : the oil sector in Azerbaijan, Russia,  
 and Norway / Oksan Bayulgen.
  p. cm.
 Includes bibliographical references and index.
 isbn 978-0-521-42588-9
 1. Petroleum industry and trade – Azerbaijan. 2. Petroleum industry and  
 trade – Russia (Federation) 3. Petroleum industry and trade – Norway. 
 4. Investments, Foreign – Azerbaijan. 5. Investments, Foreign – Russia (Federation) 
 6. Investments, Foreign – Norway. I. Title. 
 hd9576.a982b39 2010
 338.2 72820947–dc22   2009042537

isbn 978-0-521-42588-9 Hardback

Cambridge University Press has no responsibility for the persistence or  
accuracy of urls for external or third-party Internet Web sites referred to in  
this publication and does not guarantee that any content on such Web sites is,  
or will remain, accurate or appropriate.

www.cambridge.org© in this web service Cambridge University Press

Cambridge University Press
978-0-521-42588-9 - Foreign Investments and Political Regimes: The Oil Sector in
Azerbaijan, Russia, and Norway
Oksan Bayulgen
Frontmatter
More information

http://www.cambridge.org/9780521425889
http://www.cambridge.org
http://www.cambridge.org


To my parents, Dogudan and Umit Bayulgen

www.cambridge.org© in this web service Cambridge University Press

Cambridge University Press
978-0-521-42588-9 - Foreign Investments and Political Regimes: The Oil Sector in
Azerbaijan, Russia, and Norway
Oksan Bayulgen
Frontmatter
More information

http://www.cambridge.org/9780521425889
http://www.cambridge.org
http://www.cambridge.org


vii

Contents

List of Figures and Tables page ix

Acknowledgments xi

1 Introduction 1
2   Political Risks in Oil Investments: A History of Antagonistic 

Interdependence Between Companies  
and Host-Governments  16

3   With or Without Democracy? The Political  
Economy of Foreign Direct Investments 41

4  Curse or Blessing? Effects of FDI on Development 72

5  Azerbaijan: One-Stop Shopping 87

6 Russia: Two Steps Forward, One Step Back 122

7 Norway: Icon of Stability 183

8 Beyond Three Cases and Oil 216

9 Conclusion 236

References 243

Index 265

www.cambridge.org© in this web service Cambridge University Press

Cambridge University Press
978-0-521-42588-9 - Foreign Investments and Political Regimes: The Oil Sector in
Azerbaijan, Russia, and Norway
Oksan Bayulgen
Frontmatter
More information

http://www.cambridge.org/9780521425889
http://www.cambridge.org
http://www.cambridge.org


ix

Figures

2.1 Types of Modern Oil Agreements page 27

3.1 Determinants of FDI 42

Tables

1.1 FDI Statistics for Azerbaijan, Russia, and Norway 8

2.1 Effects of Oil Price on Investment Environment 19

3.1 Effects of Institutions on Investment  
Environment and FDI Flows 52

8.1 Polarizing Constraints and Competition (PCC) and  
FDI Net Inflows, Random-Effects GLS 229

8.2 Polarizing Constraints and Competition (PCC) and  
FDI Net Inflows, Fixed-Effects GLS 231

8.3 Polarizing Regime Type (PRT) and FDI Net Inflows,  
Random-Effects GLS 233

8.4 Polarizing Regime Type (PRT) and FDI Net Inflows,  
Fixed-Effects GLS 234

List of Figures and Tables

www.cambridge.org© in this web service Cambridge University Press

Cambridge University Press
978-0-521-42588-9 - Foreign Investments and Political Regimes: The Oil Sector in
Azerbaijan, Russia, and Norway
Oksan Bayulgen
Frontmatter
More information

http://www.cambridge.org/9780521425889
http://www.cambridge.org
http://www.cambridge.org


xi

Acknowledgments

This book is a culmination of many years of work, more than I dare to 
admit. It could not have been what it is today if it was not for the assis-
tance, enthusiasm, and friendship I received along the way from mentors, 
colleagues, friends, and family.

This research began as my dissertation, written at the University of 
Texas, Department of Government. My committee members Robert 
Moser, Catherine Boone, John Higley, Clement Henry, and Cynthia 
Buckley were the first to introduce me to academic life in the United 
States, and they set a high standard of scholarship toward which I con-
tinue to strive. John Higley and Robert Moser, in particular, spent count-
less hours listening to my ideas and problems related to this project, while 
also providing guidance and detailed feedback – Prof Higley with his 
famous red pen! I feel extremely privileged to have been under their tute-
lage and to have received their unwavering support. My fellow gradu-
ate students and now colleagues were by far the most “exposed” to the 
birth pains of this project. I am grateful to Rob Barr, Oya Dursun, Julie 
George, Darin Foster, Sunila Kale, Anna Law, Dennis Plane, Brent and 
Liesl Riddle, Jennifer Suchland, Frank Thames, and Sultan Tepe among 
many others for sharing the intellectual and trying experience of graduate 
school and for making my life in Austin, Texas, an unforgettable one.

Being an international scholar, I had very few funding opportuni-
ties for this research project. So, I am especially thankful for a Ford 
Foundation Area Studies research grant and multiple University of Texas 
research grants and fellowships that made my field work in Azerbaijan, 
Russia, and Norway possible over the course of three years. Anyone who 
has done field work knows that one of the biggest challenges facing the 

www.cambridge.org© in this web service Cambridge University Press

Cambridge University Press
978-0-521-42588-9 - Foreign Investments and Political Regimes: The Oil Sector in
Azerbaijan, Russia, and Norway
Oksan Bayulgen
Frontmatter
More information

http://www.cambridge.org/9780521425889
http://www.cambridge.org
http://www.cambridge.org


Acknowledgementxii

researcher is finding people who are willing to open their homes, provide 
a work space, connect you to the right people, and, most importantly, 
offer their friendship and support. I have been extremely lucky in all three 
of these countries to have found such individuals. I owe a particular debt 
to Trygve Gulbrandsen, Anton Steen, Knut and Berit Groholt, Kristan 
and Beaty Higley, Jamaal and Nihal Quadir, Alexander Levshov, Robin 
Matthews, the staff of the Moscow CERA office, Anisa Nagaria, Okan 
and Ozan Ozerdem, Betul Peksen, and Orhan Gurbuz. My home is theirs 
anytime they want to come and visit!

During the transformation of this work from a dissertation into 
a book, I have also been inspired and mentored by Pauline Jones 
Luong, Peter Rutland, Quan Li, and my colleagues at the University 
of Connecticut: Sam Best, Mark Boyer, Larry Bowman, Betty Hanson, 
Shareen Hertel, Richard Hiskes, Kristin Kelly, Peter Kingstone, Monika 
McDermott, Lyle Scruggs, Donna Lee Van Cott, and Ernie Zirakzadeh. 
They have read parts of the manuscript, given me valuable insights, or 
taught me a thing or two about navigating the publishing process. I am 
very grateful to all of them. I was able to complete the manuscript thanks 
to the generous faculty grants I received at UConn. I also feel extremely 
lucky to have had Eric Crahan as my editor. He has, since day one, shown 
genuine enthusiasm for this project and given me sage advice, as well as 
unwavering support and friendship during the final stages of the book 
preparation. I also greatly appreciate the deep reading and insightful 
comments offered by the anonymous reviewers.

Just like every long, multiyear project in life, no manuscript can be 
completed without an extensive support network of friends and fam-
ily. Over the years, my life-long friends in Turkey as well as those that I 
acquired in the United States have given me a sense of balance, helped me 
focus on the most valuable things in life, and, perhaps more importantly, 
kept me “sane.” I especially thank Hande Paker, Baran Uncu, Emre Temiz, 
Alper Onder, Kaan Aktolug, Bertan Gurkan, Carmen Wesson, Ben Liu, 
Monika McDermott, Dave Jones, Sam Best, Kristin Kelly, and Aysegul 
Budak for always being there for me. Their friendship has sustained me 
all these years and made my life more meaningful and fun.

Finally, I am also extremely lucky to have a wonderful family that has 
given me unconditional love and support throughout the writing of this 
manuscript – no matter how much that meant being away from them. I 
am deeply thankful to Carol Ladewig, Bruce Ladewig, and Renee, Shane, 
Griffin, and Oliver Lathrop for opening their homes and hearts to me 
and allowing me to become part of their family in Wisconsin. Who would 

www.cambridge.org© in this web service Cambridge University Press

Cambridge University Press
978-0-521-42588-9 - Foreign Investments and Political Regimes: The Oil Sector in
Azerbaijan, Russia, and Norway
Oksan Bayulgen
Frontmatter
More information

http://www.cambridge.org/9780521425889
http://www.cambridge.org
http://www.cambridge.org


Acknowledgment xiii

have thought a Turkish girl could one day become a Packers fan? I will 
forever be grateful to my grandparents, Nemika and Kenan Dagdeviren, 
as well as ciciannem Sehvar Turel for giving me a beautiful childhood and 
for teaching me the value of learning. I also thank my brothers Ozan and 
Okan Bayulgen, and my nieces Beliz and now baby Istanbul for remind-
ing me about the importance of family. But, my greatest debt and admira-
tion go to my parents Dogudan and Umit Bayulgen, to whom this book is 
dedicated. They have done everything they could to make sure I had the 
best possible education. And, with their wisdom, honesty, and integrity, 
they set the best example for my academic and personal growth. If there 
is one thing that I regret about this journey, it is the years that I spent 
away from them.

Last but not the least, I could not have written this book if it was not 
for the intellectual contribution and enthusiasm of my best friend, col-
league, and husband Jeff Ladewig. More than anyone else, he has gone 
through the ups and downs of this process and has shared the sacri-
fices as well as the accomplishments with me. During the writing of this 
manuscript, we also had two wonderful boys, Aidan Kaan and Leo Batu. 
Despite the many hours I spent away from them to be able to complete 
this manuscript, I hope one day they will realize that none of this would 
have meant the same without them. They are the best thing that has ever 
happened to me. And I am forever grateful for that.

www.cambridge.org© in this web service Cambridge University Press

Cambridge University Press
978-0-521-42588-9 - Foreign Investments and Political Regimes: The Oil Sector in
Azerbaijan, Russia, and Norway
Oksan Bayulgen
Frontmatter
More information

http://www.cambridge.org/9780521425889
http://www.cambridge.org
http://www.cambridge.org

