International Studies Quarterly (2023) 0, sqad026

Mapping the Characteristics of Foreign Investment Screening
Mechanisms: The New PRISM Dataset

RESEARCH NOTE

SARAH BAUERLE DANZMAN
Indiana University Bloomington, USA

AND

SOPHIE MEUNIER

Princeton University, USA

Since the 2008 financial crisis, many advanced industrialized economies, while eager to attract foreign direct investment
(FDI), have also implemented or tightened investment screening mechanisms (ISMs), which empower governments to restrict
foreign takeovers. ISMs, at the nexus between international political economy and international security, are an understudied
phenomenon, although they have recently gained in policy prominence worldwide as a result of emerging technological risks
and new threat actors. This research note introduces the Politics and Regulation of Investment Screening Mechanisms dataset,
a newly coded dataset on ISMs in Organisation for Economic Co-operation and Development (OECD) countries from 2007
to 2021, examining the evolution of seven key features of investment screening over time. Based on these novel data, we then
describe patterns in the evolution of foreign investment screening policies. Next, we consider likely applications of the dataset
to answer questions about the politics of investment as well as broader questions of economic exchange and institutional
design in an age of great power competition—including by providing some initial statistical exercises on the relationship
between Chinese FDI and R&D spending on ISM features. Finally, we suggest how investment screening fits within the new
arsenal of unilateral instruments of economic statecraft currently being developed by liberal democracies.

Desde la crisis financiera de 2008, muchas economias industrializadas avanzadas, aunque deseosas de atraer Inversién Extran-
jera Directa (IED), también han implantado o endurecido los Mecanismos de Control de Inversiones (MCI), que confieren a
los gobiernos el poder de restringir las adquisiciones extranjeras. Los MCI, en el nexo entre la economia politica internacional
y la seguridad internacional, son un fenémeno poco estudiado, aunque recientemente han adquirido relevancia politica en
todo el mundo como consecuencia de los riesgos tecnolégicos emergentes y los nuevos actores en materia de amenazas. Esta
nota de investigacion presenta el conjunto de datos sobre Politica y Regulacién de los Mecanismos de Seleccién de Inversiones
(PRISM), un conjunto de datos recientemente codificado sobre los mecanismos de selecciéon de inversiones en los paises de
la OCDE entre 2007 y 2021, que analiza la evolucién de siete caracteristicas clave de la seleccion de inversiones a lo largo del
tiempo. A partir de estos nuevos datos, describimos las tendencias en la evolucion de las politicas de selecciéon de inversiones
extranjeras. A continuacién, analizamos las posibles aplicaciones del conjunto de datos para responder preguntas sobre la
politica de inversién, asi como cuestiones mas amplias sobre el intercambio econémico y el disefio institucional en una época
de competencia entre grandes potencias, entre las que se incluyen algunos ejercicios estadisticos iniciales sobre la relacion
entre la IED china y el gasto en I + D en las caracteristicas de los MCI. Por tltimo, sugerimos cémo encaja el control de las
inversiones en el nuevo arsenal de instrumentos unilaterales de politica econémica que estan desarrollando actualmente las
democracias liberales.

Depuis la crise financiére de 2008, de nombreuses économies industrialisées avancées, bien que souhaitant attirer les investisse-
ments directs étrangers (IDE), ont mis en place ou renforcé des mécanismes de controle des investissements (MCI), grace
auxquels les gouvernements peuvent restreindre les rachats étrangers. A la jonction de I’économie politique internationale
et de la sécurité internationale, les MCI restent encore un phénomeéne sous-étudié, bien qu’ils aient récemment été mis sur
le devant de la scéne mondiale du fait des nouveaux risques technologiques et acteurs menacants. Cette note de recherche
présente I’ensemble de données « Politics and Regulation of Investment Screening Mechanisms » (mécanismes de controle
des politiques et des réglementations d’investissement, ou PRISM). Ce nouvel ensemble de données codé sur les MCI dans les
pays de ’OCDE de 2007 a 2021 s’intéresse a I’évolution de quatre caractéristiques clés du controle des investissements au cours
de cette période. En nous fondant sur ces nouvelles données, nous décrivons ensuite les schémas observables dans I’évolution
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2 The New PRISM Dataset

des politiques de contrdle des investissements étrangers. Puis, nous envisageons les applications probables de I’ensemble de
données pour répondre aux questions concernant la politique d’investissement, mais aussi aux questions plus larges sur les
échanges économiques et les projets institutionnels dans une ére de concurrence entre les grandes puissances, notamment
en proposant des exercices statistiques initiaux sur la relation entre I'IDE chinois et les dépenses de R&D sur les caractéris-
tiques de MCI. Enfin, nous montrons comment, selon nous, le contréle des investissements s’inscrit dans le nouvel arsenal
d’instruments unilatéraux de politique économique actuellement développés par les démocraties libérales.

How does the recent rise of geoeconomic competition
change the politics of trade and investment? Long a cor-
nerstone of the postwar order, liberal trade and capital mo-
bility have been challenged in recent years due to the rise
of China and its managed economy, populism and unilat-
eralism in the United States, and a growing concern over
supply chain fragilities.! Many advanced industrial democra-
cies are turning to unilateral instruments of economic state-
craft, including industrial policy, restrictions on public pro-
curement, and measures to avoid political coercion through
trade and investment.2 As economic nationalism is making
a resurgence all around, governments are increasingly em-
bracing managed trade, although without a prominent com-
mercially driven demand for protectionism. Instead, politi-
cians have used national security concerns to justify these
developments. Unlike previous eras of widely applied high
tariffs and foreign investment limitations, today’s restrictive
policies seem designed to discriminate between “beneficial”
economic exchange and trade and investment that pose na-
tional security risks.

The politics of foreign direct investment (FDI) provides
an important illustration of this phenomenon. At least since
the end of the Cold War, most countries, wealthy or not,
have been eager to attract FDI, widely seen as growth pro-
moting and less likely to generate volatility than short-
term capital flows (Pandya 2016). Many advanced industri-
alized economies, however, have recently implemented or
expanded investment screening mechanisms (ISMs), which
empower governments to restrict foreign mergers and ac-
quisitions (M&A), especially in strategic sectors.

The expansion of investment screening challenges ac-
cepted wisdom about the role of state authority in the
global economy (Milner 2021), the ways in which govern-
ments compete with each other for mobile capital (Mosley
2000; Doshi, Kelley, and Simmons 2019; Mosley, Paniagua,
and Wibbels 2020), and the influence of interest groups
and electoral politics in shaping orientations toward the
global market (Kim 2017; Meckling and Hughes 2017, 2018;
Baccini, Dur, and Elsig 2018). Yet, although part of a grow-
ing trend toward the securitization and geopoliticization
of economic policy (Farrell and Newman 2019; Meunier
and Nicolaidis 2019; Roberts, Moraes, and Ferguson 2019),
ISMs are an understudied phenomenon, in both the inter-
national political economy and international security litera-
tures. However, they have recently gained in policy promi-
nence worldwide as a result of new technological risks and
new threat actors. We know little about the politics of their
design features, nor about the costs they impose on the var-
ious actors involved. This research note begins to fill this
gap by introducing the Politics and Regulation of Invest-
ment Screening Mechanisms (PRISM) dataset and suggest-

!See, especially, International Organization’s 75th anniversary special issue for
a series of papers on challenges to the liberal international order (Finnemore
etal. 2021).

2For a canonical overview of economic statecraft, see Baldwin (2020).
For recent, policy-oriented treatments of rising geoeconomic competition, see
Blackwell and Harris (2016), Wigell, Scholvin, and Aaltola (2019), and Doshi
(2021).

ing ways in which the data can be used for analyzing impor-
tant questions at the nexus of international political econ-
omy and national security.

We first survey briefly the history and definition of invest-
ment screening and show how ISMs based on national secu-
rity grounds have expanded worldwide both in number and
scope in recent years. In the second section, we introduce
the PRISM dataset and the seven key features of investment
screening we chose to code. The third section presents four
observations on patterns of investment screening politics
based on preliminary data analysis. The fourth section per-
forms some initial statistical analyses on the relationship be-
tween Chinese FDI and research and development (R&D)
spending on ISM features. Finally, we suggest how invest-
ment screening fits within the new arsenal of unilateral in-
struments of economic statecraft currently being developed
by liberal democracies.

What Are ISMs and What Is New about Them

States have long regulated which foreign investments are al-
lowed on their territory. Tools of investment control have
included substantial state ownership in sensitive assets and
sectors, “golden share” arrangements conferring outsized
voting rights to the state in strategic companies, and for-
eign equity restrictions limiting foreign ownership of do-
mestic firms or banning foreigners outright from sensitive
sectors. Most countries drastically reduced these restrictions
through the 1980s and 1990s as FDI was liberalized, al-
though lower- and middle-income countries were generally
slower to do so (Pandya 2014).

Investment screening is related to but distinct from these
kinds of investment restrictions. It is the practice by which
governments review inward FDI transactions and deny
entry to, or require the divestment of, investments that are
deemed unacceptable. ISMs are routinized legal processes
of investment screening on the basis of predetermined
criteria. Screening mechanisms, which allow “acceptable”
transactions while preventing entry of undesirable investors
or the sale of specific sensitive assets to foreigners, can be
compatible with liberal investment flows. However, their
ambiguity renders them more susceptible to manipulation
for protectionist ends (Lai 2021).

Investment screening is not a new phenomenon. In the
post-World War II era, many countries screened inward
investment on economic grounds, based on whether the re-
viewed transaction would generate a “net economic bene-
fit” to the host economy. Such review criteria can easily be
used to protect domestic business interests; the OECD FDI
regulatory restrictiveness index penalizes states that screen
investment for such net benefits (Kalinova, Palerm, and
Thomsen 2010). Over time, most states abandoned screen-
ing regimes focused on economic benefit tests because
these measures were widely seen as overly restrictive and
as creating substantial costs and uncertainty to firms who
wanted to invest (Taylor 2000; Kalinova, Palerm, and Thom-
sen 2010). Instead, governments largely welcomed FDI for
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their related economic benefits such as jobs and technol-
ogy spillovers and sought to minimize regulatory procedures
necessary to establish an investment (Pandya 2014). Yet, the
United States, Canada, and Australia all retained investment
screening regimes to varying degrees of use even as their
broader investment environments became more liberal. In
recent years, investment screening has seen a rapid resur-
gence. Figure 1 illustrates the sustained increase in ISMs in
OECD countries over the past 15 years. Today, as much as
60 percent of global FDI flows are potentially subject to na-
tional security-related review (OECD 2020, 15)

This recent expansion of investment screening author-
ity is qualitatively different from first-generation economic
benefit screens. Today, almost all ISMs review transactions
on national security grounds. National security, and closely re-
lated concepts of “essential security” and “public order,” is
a purposively vague term. Most countries do not define na-
tional security in law. Instead, national security and public
order determinations are made in reference to a complex
and shifting set of governmental priorities. The vagueness
of the definition grants national administrations some flex-
ibility to adapt to changing threats and changing technolo-
gies. For instance, the vague and expansive scope of “na-
tional security” has enabled the United States to block pro-
posed transactions based not only on their direct jeopardiz-
ing of national defense (as in the 2012 block of the Ralls Cor-
poration’s acquisition of four windfarms in Oregon based
on the geographical proximity of the acquisition target to a
naval air station®) but also on more attenuated risks related
to foreign governments gaining access to large amounts of
sensitive personal data (as in the 2020 divestment order of

3The White House: Office of the Press Secretary. 2012. Order Signed
by the President regarding the Acquisition of Four U.S. Wind Farm Project
Companies by Ralls Corporation. https://obamawhitehouse.archives.gov/the-
press-office/2012/09/28/order-signed-president-regarding-acquisition-four-us-
wind-farm-project-c.

T T
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ByteDance from TikTok; see Friedman, Bauerle Danzman,
and Lane 2022) .4

Importantly, however, a national security framework for
evaluating investment transactions differs from economic
benefit tests in that governments must demonstrate a poten-
tial harm related to national safety rather than general wel-
Jare® For instance, in the European Union (EU), the 2019
Investment Screening Regulation provides member states
with an indicative list of factors they may consider when as-
sessing essential security risks, including characteristics of
the target entity that create nationals’ security vulnerabilities
and characteristics of the acquirer that increase the likeli-
hood that they are likely to seek to exploit these vulnerabili-
ties.5 As with international trade law, the OECD’s Guidelines
for Recipient Country Investment Policies relating to na-
tional security recognize essential security determinations to
be selfjudging while emphasizing the importance of rigor-
ous, fact-based, and transparent risk assessment procedures
(OECD 2009, Annex Part 3).

The lack of legal specificity of what constitutes an unac-
ceptable risk to national security certainly creates opportu-
nities for special interests to push for protectionist policies
cloaked in the language of national security. In the trade
realm, the Trump administration’s use of Section 232 tariffs
on Canadian and EU steel is an often-used example of how
governments can use self-judging nationals’ security excep-
tions as a “get-out-ofjail-free-card” from their international
economic obligations. However, to the extent that parties
have legal recourse to ISM determinations, governments

4Despite a 2020 divestment order, the status of ByteDance’s ownership of Tik-
Tok remains unresolved as of April 2, 2023.

5See Cole vs. Young, 351 U.S. 536 (U.S. 1956) for relevant US case law on
national security determinations.

6 Regulation (EU) 2019/452 of the European Parliament and of the
Council of March 19, 2019, establishing a framework for the screening of
foreign direct investments into the Union. https://eurlex.ecuropa.eu/legal-
content/EN/TXT/PDF/?uri=CELEX:32019R0452&from=EN.
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must be able to defend decisions to interfere in a transac-
tion on fact-based national security grounds.

Thus, national security tests create a different standard of
review for screening and require analysis of different risk
factors than do economic screens. How essential security
concepts translate into ISM provisions, and the extent to
which transaction parties have access to administrative or
judicial review of screening determinations, can vary con-
siderably given country-specific national security concerns
as well as international commitments and domestic legal
frameworks. Ultimately, how narrowly or expansively gov-
ernments interpret national security in the context of in-
vestment screening is an empirical question. As explained
further below, the PRISM dataset collects information on
ISM coverage, placement of review authority, blocking lan-
guage, and judicial review to assist scholars in studying the
causes and consequences of variations in how governments
determine what counts as an unacceptable risk to national
security.

FDI screening measures have been paradoxically most de-
veloped, and for the longest time, in the neo-liberal, anti-
statist United States. The Committee on Foreign Investment
in the United States (CFIUS), created in 1975 to oversee
the national security implications of FDI, has become the
gold standard of ISMs. Its powers to review FDI have fur-
ther increased with the 2018 bipartisan Foreign Investment
Risk Review Modernization Act (FIRRMA). Other recently
expanded ISMs are Australia’s Foreign Investment Review
Board (FIRB) and Canada’s Investment Canada Act (ICA).
In Europe, in parallel to the ISMs developed in Germany
(since 2004) and France (since 2006), the EU adopted in
2019 its first investment screening framework (Chan and
Meunier 2022).

How is this reconstruction of inward investment re-
strictions compatible with extant International Political
Economy (IPE) theory on the politics of economic in-
tegration? While ISMs have proliferated, countries, and
localities, have simultaneously engaged in fierce competi-
tion to attract investment through a variety of incentives
and promotion efforts (Jensen and Malesky 2018; Bauerle
Danzman and Slaski 2022). Many countries explicitly
prioritize R&D in their incentive strategies, although
research demonstrates that these policies often fail to at-
tract high-quality FDI (Wellhausen 2013). Large domestic
business groups often support openness, especially to-
ward M&As, to overcome financing constraints (Bauerle
Danzman 2019). Governments are most likely to embrace
inward FDI during economic downturns for their stim-
ulative effect and employment support (Meunier 2014;
Simmons 2014) and less likely to pursue protectionist
economic measures during global upheaval (Davis and
Pelc 2017). Yet, enhanced investment screening has oc-
curred alongside the 2008 financial crisis and the economic
disruption caused by the 2020 global pandemic.

In contrast to the abundant literature on the costs and
benefits of hosting FDI, the literature on investment screen-
ing is embryonic. Until recently, screening regimes were
rare enough that they likely did not substantially alter pat-
terns of investment flow and ownership networks. However,
ISMs can generate substantial compliance costs for firms.
Some countries, notably the United States and Australia, im-
pose filing fees for firms. Firms must also obtain costly legal
counsel to navigate review, and some ISM review windows
can be close to 6 months. These compliance costs also gen-
erate costs to governments in the form of foregone invest-
ment. United Nations Conference on Trade and Develop-
ment (UNCTAD) estimates about 15 percent of all cross-
border M&A (CBMA) that were canceled between 2008 and

2012 were withdrawn for regulatory reasons or political op-
position. Of that, 12 percent were canceled due to an ad-
verse decision by an ISM (UNCTAD 2013, 97). As ISMs
proliferate, the number and size of deals withdrawn due
to screening decisions are likely to grow. Therefore, ISMs
generate trade-offs between regulatory priorities and invest-
ment maximization that governments must adjudicate.

Because ISMs generate costs, it is tempting to draw on
distributional models to make sense of their proliferation.
Yet, the politics of investment screening are not well ex-
plained by traditional IPE models that emphasize factor-
based interest groups (Kang 1997; Baltz 2017) or see invest-
ment politics as a battle between exporters and importers
or larger firms versus small firms or partisan acrimony (Frye
and Pinto 2009; Schill 2019). While corporate interests of-
ten successfully block other actions of economic statecraft
(Galantucci 2015; Lektzian and Patterson 2015), support
for more recent investment screening laws has been largely
multi-partisan (Canes-Wrone, Mattioli, and Meunier 2020).
Recent academic literature has focused on investment
screening as a response to the growing prevalence of Chi-
nese outward investment (Lenihan 2018; Raess 2020), but
without addressing why commercial actors with ties to the
China market have not successfully blocked such measures.
Does the expansion of ISMs reflect a globalization backlash
by the economic losers from openness, or is it indicative of
changing perceptions of the security risks and benefits of
openness?

Current ISM politics demand new explanations, espe-
cially since screening measures are likely to exact economic
and institutional costs on countries that erect them, but also
to generate new insights into the broader phenomenon of
the increasing instrumentalization and securitization of in-
ternational economic exchange. In particular, existing IPE
frameworks for explaining economic policy generally as-
sume that restrictive regulations are protectionist in intent.
While some of the political dynamics of ISMs may be mo-
tivated by protectionism, the growth of such mechanisms
largely in the absence of supportive and mobilized indus-
try lobbies suggests that IPE needs better theory about when
economic regulations are likely to be motivated by national
security concerns, who gets to define what national security
encompasses, and how societal groups shape and respond
to shifting perceptions of the security risks associated with
economic exchange.

Introducing PRISM

The first step toward new theorizing is better data on the
ISMs themselves. We are unaware of any existing public
dataset that provides time-series cross-sectional data map-
ping the content of investment screening regulations across
space and time. The OECD’s FDI regulatory restrictiveness
index has a dimension for “screening and approval require-
ments” but carves out national security review (Kalinova,
Palerm, and Thomsen 2010, 11). UNCTAD’s investment pol-
icy monitor tracks FDI-related regulations and has identi-
fied 237 policy changes related to “approval and admission”
from 2010 to January 20217 but does not code the details
of ISMs. The World Bank tracks investment screening rules
passed in the context of COVID, but this dataset has limited
content mapping.®

7 https://investmentpolicy.unctad.org/investment-policy-monitor, —accessed
February 1, 2021.

8 https://dataviz.worldbank.org/views/FDI-COVID19/
Overview?%3Aembed=y& %3AisGuestRedirectFromVizportal=y& % 3Adisplay_
count=n&% 3AshowAppBanner:false&% 3Aorigin=viz_share_link& %3Ashow
VizHome=n, accessed February 1, 2021.


https://investmentpolicy.unctad.org/investment-policy-monitor
https://dataviz.worldbank.org/views/FDI-COVID19/Overview?\begingroup \count@ "0025\relax \relax \uccode `\unhbox \voidb@x \bgroup \let \unhbox \voidb@x \setbox \@tempboxa \hbox {\count@ \global \mathchardef \accent@spacefactor \spacefactor }\accent 126 \count@ \egroup \spacefactor \accent@spacefactor \uppercase {\gdef 12{{\char "7E}}}\endgroup \setbox \thr@@ \hbox {12}\@tempdima \wd \thr@@ \advance \@tempdima \ht \thr@@ \advance \@tempdima \dp \thr@@ 123Aembed\begingroup \count@ "003D\relax \relax \uccode `\unhbox \voidb@x \bgroup \let \unhbox \voidb@x \setbox \@tempboxa \hbox {\count@ \global \mathchardef \accent@spacefactor \spacefactor }\accent 126 \count@ \egroup \spacefactor \accent@spacefactor \uppercase {\gdef 12{{\char "7E}}}\endgroup \setbox \thr@@ \hbox {12}\@tempdima \wd \thr@@ \advance \@tempdima \ht \thr@@ \advance \@tempdima \dp \thr@@ 12y&\begingroup \count@ "0025\relax \relax \uccode `\unhbox \voidb@x \bgroup \let \unhbox \voidb@x \setbox \@tempboxa \hbox {\count@ \global \mathchardef \accent@spacefactor \spacefactor }\accent 126 \count@ \egroup \spacefactor \accent@spacefactor \uppercase {\gdef 12{{\char "7E}}}\endgroup \setbox \thr@@ \hbox {12}\@tempdima \wd \thr@@ \advance \@tempdima \ht \thr@@ \advance \@tempdima \dp \thr@@ 123AisGuestRedirectFromVizportal\begingroup \count@ "003D\relax \relax \uccode `\unhbox \voidb@x \bgroup \let \unhbox \voidb@x \setbox \@tempboxa \hbox {\count@ \global \mathchardef \accent@spacefactor \spacefactor }\accent 126 \count@ \egroup \spacefactor \accent@spacefactor \uppercase {\gdef 12{{\char "7E}}}\endgroup \setbox \thr@@ \hbox {12}\@tempdima \wd \thr@@ \advance \@tempdima \ht \thr@@ \advance \@tempdima \dp \thr@@ 12y&\begingroup \count@ "0025\relax \relax \uccode `\unhbox \voidb@x \bgroup \let \unhbox \voidb@x \setbox \@tempboxa \hbox {\count@ \global \mathchardef \accent@spacefactor \spacefactor }\accent 126 \count@ \egroup \spacefactor \accent@spacefactor \uppercase {\gdef 12{{\char "7E}}}\endgroup \setbox \thr@@ \hbox {12}\@tempdima \wd \thr@@ \advance \@tempdima \ht \thr@@ \advance \@tempdima \dp \thr@@ 123Adisplay_count\begingroup \count@ "003D\relax \relax \uccode `\unhbox \voidb@x \bgroup \let \unhbox \voidb@x \setbox \@tempboxa \hbox {\count@ \global \mathchardef \accent@spacefactor \spacefactor }\accent 126 \count@ \egroup \spacefactor \accent@spacefactor \uppercase {\gdef 12{{\char "7E}}}\endgroup \setbox \thr@@ \hbox {12}\@tempdima \wd \thr@@ \advance \@tempdima \ht \thr@@ \advance \@tempdima \dp \thr@@ 12n&\begingroup \count@ "0025\relax \relax \uccode `\unhbox \voidb@x \bgroup \let \unhbox \voidb@x \setbox \@tempboxa \hbox {\count@ \global \mathchardef \accent@spacefactor \spacefactor }\accent 126 \count@ \egroup \spacefactor \accent@spacefactor \uppercase {\gdef 12{{\char "7E}}}\endgroup \setbox \thr@@ \hbox {12}\@tempdima \wd \thr@@ \advance \@tempdima \ht \thr@@ \advance \@tempdima \dp \thr@@ 123AshowAppBanner\begingroup \count@ "003D\relax \relax \uccode `\unhbox \voidb@x \bgroup \let \unhbox \voidb@x \setbox \@tempboxa \hbox {\count@ \global \mathchardef \accent@spacefactor \spacefactor }\accent 126 \count@ \egroup \spacefactor \accent@spacefactor \uppercase {\gdef 12{{\char "7E}}}\endgroup \setbox \thr@@ \hbox {12}\@tempdima \wd \thr@@ \advance \@tempdima \ht \thr@@ \advance \@tempdima \dp \thr@@ 12false&\begingroup \count@ "0025\relax \relax \uccode `\unhbox \voidb@x \bgroup \let \unhbox \voidb@x \setbox \@tempboxa \hbox {\count@ \global \mathchardef \accent@spacefactor \spacefactor }\accent 126 \count@ \egroup \spacefactor \accent@spacefactor \uppercase {\gdef 12{{\char "7E}}}\endgroup \setbox \thr@@ \hbox {12}\@tempdima \wd \thr@@ \advance \@tempdima \ht \thr@@ \advance \@tempdima \dp \thr@@ 123Aorigin\begingroup \count@ "003D\relax \relax \uccode `\unhbox \voidb@x \bgroup \let \unhbox \voidb@x \setbox \@tempboxa \hbox {\count@ \global \mathchardef \accent@spacefactor \spacefactor }\accent 126 \count@ \egroup \spacefactor \accent@spacefactor \uppercase {\gdef 12{{\char "7E}}}\endgroup \setbox \thr@@ \hbox {12}\@tempdima \wd \thr@@ \advance \@tempdima \ht \thr@@ \advance \@tempdima \dp \thr@@ 12viz_share_link&\begingroup \count@ "0025\relax \relax \uccode `\unhbox \voidb@x \bgroup \let \unhbox \voidb@x \setbox \@tempboxa \hbox {\count@ \global \mathchardef \accent@spacefactor \spacefactor }\accent 126 \count@ \egroup \spacefactor \accent@spacefactor \uppercase {\gdef 12{{\char "7E}}}\endgroup \setbox \thr@@ \hbox {12}\@tempdima \wd \thr@@ \advance \@tempdima \ht \thr@@ \advance \@tempdima \dp \thr@@ 123AshowVizHome\begingroup \count@ "003D\relax \relax \uccode `\unhbox \voidb@x \bgroup \let \unhbox \voidb@x \setbox \@tempboxa \hbox {\count@ \global \mathchardef \accent@spacefactor \spacefactor }\accent 126 \count@ \egroup \spacefactor \accent@spacefactor \uppercase {\gdef 12{{\char "7E}}}\endgroup \setbox \thr@@ \hbox {12}\@tempdima \wd \thr@@ \advance \@tempdima \ht \thr@@ \advance \@tempdima \dp \thr@@ 12n

SARAH BAUERLE DANZMAN AND SOPHIE MEUNIER 5

We built the first comprehensive dataset on screening
laws in all thirty-eight OECD countries from 2007 to 2021,
including qualitative coding across a range of characteris-
tics. Unlike measures of FDI restrictiveness, we do not col-
lapse coded dimensions into an index because screening
features elide clear ex ante determinations of how much
they restrict investment. Our code book is available in the
online appendix, as is a summary table of documented
changes to ISMs since 2007.

We begin in 2007 the high watermark of neoliberal eco-
nomic integration before the 2008 financial crisis, the euro
crisis, and the rise of China as a major foreign investor.
We focus on OECD countries because they are advanced
economies that—as a condition of entry—commit to pur-
suing broadly liberal economic policies and have transpar-
ent investment-related regulations. The dataset does not in-
clude China, whose history and political economy of in-
vestment regulation in the PRC are fundamentally distinct
from those of market-based democracies.” Our comprehen-
sive coding of investment screening authorities uses publicly
available OECD documents on FDI-related regulations sup-
plemented with a variety of other sources (see codebook).

We recognize that limiting the dataset to OECD countries
has downsides. However, we believe that this is the best place
to start. Given the OECD’s reporting requirements of its
Freedom of Investment process, its members have commit-
ted to transparency and reporting requirements regarding
their investment screening rules. Additionally, most ISMs to-
day focus on CBMA, which are far more prevalent in ad-
vanced economies. Between 1991 and 2021, OECD-based
companies accounted for 85 percent of the value of CBMA
(UNCTAD 2022, Annex Table 5). To assess the effects of
ISMs, researchers will wish to combine our dataset with in-
formation on transactions reviewed and blocked. While gov-
ernments often keep details of investment review relatively
secret, there is more information—at least at aggregated lev-
els of disclosure—about transaction review in OECD coun-
tries than in developing economies. In future iterations of
the dataset, we will expand to include G20 countries and
EU member states that are not also OECD members.!?

We code countries as having an ISM if (1) a legal mech-
anism is in place to approve or deny an investment in a
host country business or (2) that mechanism has a clear and
routinized process through which to exercise its authority.
We focus our coding of each mechanism around seven cate-
gories, each of which is captured through several measures,
which we identify from field work!! and elite interviews with
relevant officials as being especially important for mecha-
nism design:

1. Scope—sectors and business activities subject to review

2. Thresholds—volume and share of stake and transac-
tion to trigger review

3. Foreign government control—differential treatment
of foreign government—owned entities

4. Net benefit tests—review criteria including general
economic policy concerns

5. Preapproval—transactions requiring prenotification
or authorization

9All OECD countries have democratic histories, although they are not im-
mune to recent global trends in democratic backsliding.

9These include Brazil, China, India, Indonesia, Russia, Saudi Arabia, and
South Africa.

"1 One author engaged in ethnographic work in an OECD member’s foreign
affairs ministry in a division tasked with investment review and diplomatic out-
reach efforts regarding ISM development in other countries.

6. Monitoring/enforcement—government power to
monitor and enforce the rules through fines and
other negative sanctions

7. Screening apparatus—which government agencies
contribute to review

We built our dataset to include any type of ISM, regardless
of rationale. While many screening authorities are scoped
around national security, not all are, and some countries
empower review boards to evaluate proposed investments
on the basis of multiple rationale (such as Mexico).

The resulting dataset is organized as a time-series cross-
section with the country-year as the unit of observation.
There is also an event data version of the dataset where
each observation is a new investment law or amendment.
The dataset begins in 2007 and is current to June 2022. The
dataset is available through a request form online and is up-
dated twice yearly. The full list of variables is available in the
online appendix. For each country, we have publicly avail-
able annotated coding information, including the source
materials used for coding and a short description of the
country’s mechanism.!> The online appendix contains an
example of such a description. In general, we rely on noti-
fications governments file to the OECD related to changes
in their investment screening regulations as well as the ac-
tual legislation. We sometimes use qualitative assessments
of screening regimes written by well-regarded international
law firms, but only with respect to legislation that has actu-
ally passed. We do not rely on advanced reporting on ISMs
that have notyet been promulgated because legal details fre-
quently change between bill “tabling” and passage.

Preliminary Data Analysis

As investment screening is rapidly becoming a prominent
feature of the global economy, our comprehensive dataset
helps to answer basic descriptive questions about what ISM
regulations look like, how they compare across different
country contexts, and how these mechanisms have changed
over time. Below we summarize four key preliminary in-
sights from the dataset.

Observation One—Increased Implementation of National
Security—Related Investment Screening

As figure 1 shows, our data reveal a marked increase in the
passage of investment review mechanisms and updates to ex-
isting laws in recent years. These new mechanisms are al-
most universally based on national security. Among newer
and updated mechanisms, some continue to have net eco-
nomic benefit tests, but new screening tools unrelated to
national security concerns are rare. While governments have
enacted investment review—related measures at an increased
rate since the onset of COVID, this represents an accelera-
tion of a trend rather than a major shift.

Observation Two—DBroadening Scope of Sector Coverage

ISMs have increased their scope of coverage over time. First,
more countries have adopted cross-sectoral instruments,
which provide governments with broad review authority
over FDI regardless of sector. While initial national security—
related concerns over FDI were narrowly focused on foreign
influence in defense contracts, governments have expanded

12 Coding was performed with support from several research assistants, with
every law coded by at least two coders. In the event of coding disagreements, a
principal investigator made the final determination.



6 The New PRISM Dataset
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Figure 3. Number of sectors screened over time by country.

national security concerns to critical physical infrastructure,
food security, data security, and dual-use technology. With
cross-sectoral screening, which leaves the definition of na-
tional security vague, governments do not need to update
sectoral lists as views about what sectors may generate risks
evolve. Second, some countries screen transactions only in
specific sectors, but they have expanded the number of sec-
tors subject to review. Figure 2 charts this change over time
while figure 3 shows a count of sectoral coverage by coun-
try. For countries with cross-sectoral systems, only sectors for

source: PRISM Dataset

which there are additional screening requirements are in-
cluded. For instance, Denmark has authority to review trans-
actions regardless of sector, but as of 2021 has mandatory
screening for eleven sectors.

Observation Three—Lower Review Thresholds

ISMs are reviewing increasingly smaller transactions, mea-
sured both in terms of absolute valuation and as percent-
age of deal size. Many governments set screening thresholds
at a specific economic interest percentage of an asset, and
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may also place an additional coverage test related to the
size of the investment (with larger investments being cov-
ered while small investments are not). The United States,
focusing instead on the concept of “control,” reviews each
transaction to determine if a foreign person could obtain
control through governance rights. We also observe more
mechanisms requiring mandatory filing requirements over
time.

Observation Four—Some Policy Convergence

The data map a growing similarity over time among mecha-
nisms passed. Although investment review mechanisms have
been marked, even recently, by a general lack of conver-
gence toward a single standard (Pohl and Rosselot 2020,
11), we see evidence that investment review authorities
among OECD members are becoming more similar, espe-
cially in the wake of COVID. Bureaucrats in many govern-
ments had already begun considering enhanced approaches
to investment screening prior to 2020. The pandemic gave
these policy entrepreneurs an opening to push through
“off the shelf” investment screening solutions as a quick re-
sponse to the economic and security concerns COVID in-
stantiated. In particular, we find that newer ISMs tend to fol-
low the EU’s advice for which sectors to cover and tend to
have a tiered system in which a subset of critical sectors (usu-
ally related to critical infrastructure and critical technology)
are reviewable at a lower threshold.

Applications of the Data to Answer Big Contemporary
Questions

The PRISM dataset helps scholars address important con-
temporary theoretical and policy puzzles that extend be-
yond investment screening to broader questions at the in-
tersection of IPE and international security. The dataset’s
rich information on the timing of ISMs, their differential
treatment of sectors, variation in minimum thresholds, and
bureaucratic structure presents a host of theoretically inter-
esting institutional variation of interest both as outcome and
as explanation. In this section, we outline a research agenda
on the politics of investment screening and the securitiza-
tion of investment policy by suggesting a set of interesting
and important questions that could be answered using the
PRISM dataset. We also illustrate the dataset’s usefulness by
performing a preliminary statistical analysis linking invest-
ment screening measures with Chinese outward investment
and with R&D expenditures.

A Research Agenda on the Politics of Investment Screening
and the Securitization of Investment Policy

First, scholars can use these data to study the compara-
tive politics of investment screening regulation. Indeed, as
our data show, there has been considerable variation be-
tween states in when and how they have adopted and ex-
panded investment screening measures. Previous scholar-
ship has largely focused on single-country cases (e.g., Beltz
Kang 1997; Crystal 1998, 2017; Canes-Wrone, Mattioli, and
Meunier 2020), instead of explaining cross-country varia-
tion. The PRISM dataset opens new possibilities for scholars
to systematically explain variation in investment screening
practices.

For example, researchers can use PRISM to tie prefer-
ences, measured through public opinion surveys and exper-
iments, to sector-specific restrictions. Are voters more likely

to support screening in technology-intensive industries than
in other activities? Do their preferences vary based on em-
ployment, profession, education level, or partisanship? Re-
searchers can also leverage PRISM’s event data to investigate
when and how national security frames to economic policy
become politically salient and how citizens think about the
connection between national security and economic policy
more broadly.

The PRISM data can also inform studies on the influ-
ence of business interests on contemporary economic pol-
icy. Have policy-makers introduced and expanded invest-
ment screening measures at the request of business or in
spite of them? The modest literature that addresses the pol-
itics of ISMs finds little, no, or ineffectual pressure from
business groups, either as the policy is being negotiated
or after it is implemented (e.g., Bauerle Danzman 2022;
Chan and Meunier 2022). Why is this the case? Does it con-
form to expectations derived from traditional political econ-
omy models? What does it tell us more broadly about the
role of small and big business in the securitization of eco-
nomic policy and on government efforts to rein in corporate
power?

Relatedly, our PRISM data can also be used to investigate
whether investment screening measures are designed as a
response to the growing politicization of trade and invest-
ment policy in many advanced industrialized democracies.
Is there a connection between the tightening of investment
screening measures and political cycles? For instance, do
we observe new screening legislation in electoral years? Do
investment screening measures map onto existing political
cleavages?

As the PRISM dataset is regularly updated, it can be used
to analyze how the COVID-19 pandemic has challenged in-
vestment openness and redirected the structure of global-
ization. In particular, scholars could match various phases of
the pandemic with the enactment of new investment screen-
ing measures—for instance, the inclusion of businesses and
sectors that produce vaccines or personal protective equip-
ment or the lowering of thresholds for review in order to
avoid opportunistic takeovers.

The PRISM data are sufficiently fine-grained to assist
scholars in determining the effect of screening on patterns
of global investment flows, production networks, firm val-
uations, and R&D activities. The PRISM dataset can also
help scholars of comparative regulatory and institutional de-
sign. Investment screening provides an opportunity to ex-
amine systematically how different legal systems incorporate
national security regulations in varying ways and to what
effect. Scholars can also use variation in ISM design to ex-
amine principal-agent dynamics between the executive and
its agencies and how ISM structure affects the propensity to
block FDI. These questions are of increasing importance as
governments erect new bureaucratic structures to manage
trade and investment flows.

Moreover, the explosion of new and reformed ISMs in
recent years is an excellent case through which scholars of
international diffusion can further examine when and how
national regulations proliferate through the international
system, when they converge toward a common structure,
and when their designs diverge. Because domestic screening
regimes have extraterritorial reach by constraining M&As
of multinational enterprises (MNEs) headquartered in
foreign jurisdictions, the proliferation of ISMs should be
understood and studied as an example of policy diffusion.
Bourles, Dorsch, and Eichenauer have already started to use
the PRISM dataset in their study of the diffusion of ISMs,
asking whether the proliferation of ISMs in recent years has
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happened mostly through norm emulation or through eco-
nomic interdependence (Bourles, Dorsch, and Eichenauer
2022). As key economies—namely the United States, the
EU, and China—compete to set global regulatory standards
around a range of economic activities, modeling ISM prolif-
eration can help scholars test hypotheses about what kinds
of economic and political levers translate into the power to
shape others’ legal environments. Crucially, while a major-
ity of high-income economies have strengthened screening
authorities in recent years, they have done so differentially.
Modeling regulatory distance as a function of complex eco-
nomic connects, military alliances, and other forms of inter-
state influence can help adjudicate debates over when inter-
dependence generates asymmetries that can be weaponized
(Farrell and Newman 2019) and when interdependence
constrains dominating behavior (Milner 2021).

Preliminary Statistical Analyses

To illustrate fruitful ways to leverage these data for hypoth-
esis testing, we offer two initial statistical analyses that begin
to evaluate the most prominent emerging explanations for
the rise of investment screening: the rise of China as an in-
vestor and the relationship between technological innova-
tion and investment control. These exercises are best inter-
preted as correlations rather than strong statistical tests, but
provide a path forward for future scholarship.

Investment Screening and the Rise of China
as an Outward Investor

First, a central microfoundation in IPE is that deeper
economic ties, often developed through participation in
global value chains, entrench pro-globalization interest
groups (Kim 2017; Osgood 2018). A subset of the trade
literature considers when economic interdependence may
generate political conflict (Carnegie 2014), but these log-
ics remain mostly underdeveloped in the FDI literature.
Even though the emergence of a new source of foreign in-
vestment has historically been regarded by host countries
with apprehension and hostility, there is little IPE litera-
ture on the politics of reacting to shifts in the geographical
composition of inward investments. Yet, as the history of in-
vestment screening in the United States instantiates, each
successive institutional innovation in the CFIUS process
happened in response to the emergence of a new for-
eign investor: the Organization of the Petroleum Export-
ing Countries (OPEC) in the 1970s, Japan in the 1980s,
and China in the 2000s. The rise of Chinese foreign in-
vestors, reflecting the broader rise of China in geopolitics,
has coincided with the proliferation and tightening of ISMs
worldwide in recent years, although few of these screening
mechanisms are overtly discriminatory toward any particular
country.

Indeed, most of the literature on the recent expansion
of investment screening focuses on the rise of China as an
outward investor (Lenihan 2018; Schill 2019; Chan and
Meunier 2022). Investments from China may have
prompted increased screening measures in host coun-
tries because of the perception that there is something
inherently different about the nature of Chinese FDI and
therefore it should not be treated politically like any other
foreign investment. Chinese investment indeed has unique
characteristics that are not shared by investment from South
Korea, the Netherlands, or Qatar, for instance. As Meunier
2019 has argued, some of these characteristics include an

Table 1. Chinese FDI and ISM law changes

Model 1~ Model 2~ Model 3 Model 4
Chinese inward FDI stock 0.0004

(0.01)
Chinese inward FDI 0.324
stock/all FDI (0.02)
Chinese outward FDI stock 0.0002

(0.00)

Chinese outward FDI 0.033
stock/all FDI (0.45)

(p values)

emerging economy in need of high technology; a unique
political system with state management of the economy,
lack of transparency on the nature of investors, and blur-
ring of lines between economic and political objectives;
and a non-ally in the security dimension with geopolitical
ambitions.

We use PRISM’s data on the timing of ISM regulatory re-
form to consider whether the rise of Chinese outward invest-
ment has impacted the expansion of investment screening.
While some argue that a reliance on Chinese investment
may reduce governments’ willingness to impose screening
regulations for fear of depressing growth-promoting FDI
flows (Chan and Meunier 2022), research on the “liability
of foreignness” and the “costs of doing business abroad”
(Zaheer 1995), concerns about competing economic
models (Meunier 2014), and norms of reciprocity and
retaliation (Chilton, Milner, and Tingley 2020) all suggest
that economic ties to “competitors” may provoke backlash
rather than strengthen pro-globalization coalitions. We run
simple logistic regressions in which the presence or absence
of an ISM regulatory change is the outcome variable, and
measures of Chinese inward FDI stock are the explanatory
variables. The unit of analysis is the country-year. FDI data
come from the OECD International Direct Investment
Statistics. Table 1 presents results, which are robust to year
fixed effects and to probit analysis. Countries with more
FDI stock from China, measured both by total stock and as
a percentage of total inward investment, are statistically sig-
nificantly more likely to impose new screening regulations.
While further analysis is necessary to make stronger causal
claims, the data show that increased interconnectedness
with Chinese investors does not seem to be empowering a
pro-China coalition within OECD countries.

More scholarship is needed to probe historically why
investment screening measures are taken in reaction to new
entrants but not others and whether in the contemporary
period China is the only driver of ISM proliferation. In-
deed, even though the new EU-wide investment screening
regulation was created in direct reaction to the rise of China
as an outward investor, several member states have been
implementing investment screening measures motivated
by fear of Russia as an investor (Bauerle Danzman and
Meunier 2022). Scholars could conduct comparative studies
of threat perceptions of foreign investment coming from
different countries in order to understand why some in-
vestors prompt a tightening of investment screening while
others do not. In particular, such studies could examine
the perception versus the reality of sources of investment
in various countries and analyze whether ISM policies are
made in response to actual or perceived percentages of
inward FDI, for instance, through media content analysis
and survey research.
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Table 2. R&D and sectoral screening coverage

Model 1 Model 2
Gross domestic spending on 0.529
R&D (0.00)
Percentage of gross domestic —0.03
spending on R&D by rest of world (0.03)

(p values)

Investment Screening and Technological Innovation

Second, the relationship between technological innovation
and investment screening demands close attention. Rapid
technological change has made advances in globally dis-
aggregated value chains possible (Baldwin 2016; Mansfield
and Rudra 2021), while also exposed vulnerabilities that ac-
crue when threat actors can access and exfiltrate the pro-
liferating digital information that undergirds contempo-
rary economic activities. The rapid pace of technological
discoveries in semiconductors, artificial intelligence, tele-
com equipment, additive manufacturing, robotics, quantum
computing, and other emerging technologies has the poten-
tial to transform economic and military capabilities.

Technological advances have created new risks and re-
shaped the boundaries of national security. The ubiquity of
mobile apps, the internet of things, and the constant stream-
ing of content in open, liberal societies have obscured the
demarcation between economy and security (Cohen 2020).
Private data from activities apparently unrelated to national
security, from dating apps to connected cars to video shar-
ing, could potentially be used by foreign investors as lever-
age against specific individuals, as intelligence gathering,
or as tools of misinformation, which in turn could poten-
tially endanger national security. The connectivity enabled
by technological change is also enabling actors with nefar-
ious intentions to gain control of critical infrastructure or
critical supplies in ways that were formerly possible only
through physical control.

The blurred boundaries between commercial and mili-
tary technological breakthroughs present a key challenge to
principles of economic openness. Governments in advanced
economies are increasingly questioning who should be al-
lowed to own and control foundational emerging technolo-
gies, and especially technologies with dual-use applications.
As governments are re-embracing industrial policy, partic-
ularly around technological innovation, does their willing-
ness to maintain open investment climates change? This line
of inquiry has broader implications for the literature on the
growing politicization of trade and investment policy and
the belief that complex networks of exchange have allowed
actors to weaponize interdependence (Farrell and Newman
2019).

As a first attempt to explore the relationship between
domestic R&D capabilities and governments’ investment
screening policies, we use PRISM’s sectoral coverage data
to examine the connection between country-level expendi-
tures on R&D and ISM scope. Here, we use simple ordi-
nary least squares (OLS) regressions to assess the statisti-
cal relationship between R&D spending and the number of
sectors screened. The R&D data come from the OECD Re-
search and Development Statistics, with country-year as the
unit of analysis. Table 2 presents results, which are robust
to year fixed effects. Countries with higher levels of domes-
tic R&D spending are statistically significantly more likely to
screen a greater number of sectors. When a higher portion
of domestic R&D spending is financed from foreign sources,

however, this relationship reverses. These results suggest
that the ways in which countries’ innovation economies are
structured interact with investment regulations in system-
atic fashion. Notably, recent increases in government-led in-
vestments in technological innovation, particularly in semi-
conductors and other frontier technologies, will likely have
spillover effects into the regulation of open economic ex-
change.

There are many other important questions at the nexus
between IPE and international security that can be ad-
dressed while using information in the PRISM dataset. One
question of contemporary relevance is whether national se-
curity becomes an excuse for open, neoliberal capitalist
democracies to engage in industrial policy or whether they
have no other choice to compete in an increasingly unlevel
playing field. Scholars can explicitly test these questions by
examining whether and how changes to ISMs—including
changes to reviewed sectors—relate to changes in govern-
ments’ R&D strategies and budgetary choices.

Finally, our PRISM data could be used by researchers try-
ing to assess the consequences of the securitization of eco-
nomic relations. What are some of the negative externalities,
both economic and political, imposed by investment screen-
ing measures? Can we analyze the direct impact of the pas-
sage and implementation of specific screening measures on
investment flows? Can we observe how the passage of cer-
tain investment screening measures in one country trigger
reciprocity or the creation of other defensive trade and in-
vestment instruments in other countries? These are all ques-
tions that become possible to examine empirically as more
states develop investment screening regimes.

Conclusion

Many countries, especially in the wake of the rise of China
and pervasive supply chain fragilities revealed by the COVID
pandemic, are reassessing the costs and benefits of an open
economy. ISMs, designed to enable nimble control over in-
coming foreign investment while maintaining openness, are
therefore a growing policy instrument for countries to nav-
igate the increased porousness between economy and na-
tional security. Future policy debates in this sphere include
screening of outward investment, multijurisdictional review,
international cooperation on investment screening, and the
capacity for governments to review past transactions long af-
ter they were concluded. Governments in many countries
are developing a complex toolkit to mitigate the new risks
that have arisen from this porousness. ISMs are one essen-
tial instrument in this toolkit, but other instruments include
export controls, investigations of distorting foreign subsi-
dies, anti-coercion measures, and, more generally, the rise
of industrial policy to support strategic autonomy (especially
in semiconductors), to promote reshoring of critical supply
chains, to seed emerging technologies, and to compensate
for the displacement effects of globalization.

Political science needs better data on these policy instru-
ments in order to understand their implications. This re-
search note introduced a new comprehensive dataset of
ISMs in OECD countries, including qualitative coding across
a range of characteristics. Some of the key insights from
the data are that (1) new investment review mechanisms
and updates to existing laws have increased markedly in re-
cent years, (2) the scope of sectors subject to screening has
expanded, either through blanket cross-sectoral review or
through the addition of new sectors covered, (3) investment
review mechanisms cover increasingly smaller transactions,
both in terms of absolute valuation and as a percentage of



10 The New PRISM Dataset

deal size, and (4) disparate national screening mechanisms
have shown increasing convergence over time.

By further exploring the politics of ISMs, scholars can
meet the growing need to make sense of the geoeconomic
turn in IPE. Investment screening is just one manifestation
of a fundamental rethinking of the benefits and costs of eco-
nomic openness, which demands sustained attention from
scholars of international relations. As great power compe-
tition strains the liberal international system, the politics—
both international and domestic—of economic integration
appear to be shifting in consequential ways. Studying the
politics and effects of ISMs can allow scholars to confront
the domestic and transnational processes that propel these
new possibilities of fracture and disintegration of the global
system in a systematic way.

Supplementary Information

Supplementary information is available at the International
Studies Quarterly data archive.
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