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Alexander Keeley’s PhD dissertation addresses one of the most important global issues of the twenty-
first century, i.e. how to end humanity’s reliance on fossil fuels and make the transition to cleaner
sources of energy. In particular, the energy transition in the developing countries is expected to be much
more difficult than that in advanced ones because of the relative scarcity of financing, technology and
trained human resources in the renewable energy (RE) sector. Promoting foreign direct investment (FDI)
in the RE sector of developing countries can be regarded as one of the solutions to that scarcity problem.
However, what are the factors that determine the location decisions by foreign investors, and what is the
enabling environment required to attract FDI that should be created by policy makers in the developing
countries?

These are the main questions that the author sets in the Introduction of the dissertation. To answer
those questions, Alexander Keeley develops a new holistic analytical framework that combines
quantitative and qualitative analyzes, as well as a macro-mezo-micro loop where the logic of the
investigation runs from the determinants of overall FDI and of FDI in the RE sector, in particular, to
interaction with practitioners in the field and case studies such as the case of mini-hydro energy in
Indonesia.

Chapter 2 provides a review of the literature on FDI determinants and argues for the use of sector-
level FDI data, as well as for looking into the impact of sector-specific policy interventions as
determinants. Chapter 3 presents the results of econometric analysis of sector-specific policy
interventions such as RE regulatory support and RE economic support policies. The main finding of this
chapter is that policies such as priority access to the grid and feed-in tariffs (FIT) have equivalent or even
stronger impact on location decisions of foreign investors compared with traditional FDI location
determinants.

In Chapter 4, the author explains the results of the semi-structured interviews that he held with seven
practitioners (experts) from multinational companies that have investment projects in wind and solar PV
in developing countries. The experts were asked to rank the relative significance of eighteen FDI
determinants from four broad categories (institutional environment, macroeconomic environment,
natural conditions, and RE support policies). The main finding of this chapter is that exchange rate
volatility, access to land, priority access to the grid, natural resources, FIT and heavy administrative
procedures are the main factors that should be taken into consideration by policy makers in the
developing countries to attract FDI in their RE sectors.

Chapter 5 is where, based on his personal first-hand experience as an investor in a mini-hydro energy
project in Japan, Alexander Keeley develops an assessment guideline of enabling environment for FDI in
mini-hydro energy. Then, he presents the results of applying that guideline to the case of mini-hydro
energy in Indonesia. The main barriers he identified in Indonesia were the problematic design of the FIT,
the complicated administrative procedures, and the access to land. Finally, in Chapter 6 he gives five
policy recommendations that should be very helpful for building the required enabling environment for
FDI in RE in developing countries. In particular, recommendations such as minimizing exchange rate
volatility, creating a one-stop agency to facilitate foreign investors, and guaranteeing priority access to
the grid are based directly on the findings from Chapters 4 and 5.
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