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The impact of foreign direct investment on economic
performance (GPD and Total Workforce) An econometric study
of a sample of Islamic countries for the period 1991-2022
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Abstract: The study analyzes the impact of foreign direct investment (FDI) on economic
performance (GDP and total labor force) in 21 Islamic countries from 1991 to 2022. Two
econometric models were used: one to assess the effects of FDI, capital formation, and government
spending on GDP, and the other to evaluate their impact on the labor force. Results revealed that
FDI had no statistically significant effect on GDP or the labor force. In contrast, capital formation
and government spending positively and significantly influenced both variables. This highlights the
greater effectiveness of local economic growth drivers compared to FDI in Islamic countries. The
study recommends further research to identify reasons for FDI's limited impact and propose
solutions to enhance its efficiency and effectiveness in these nations.
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Panel il ¢jidal) Jalsil) ddle 3929 oo cadsll (Pedroni) jLad) :(4) Jsil)
@l Alaaly pdilaall ial) L) g dgall

Pedroni Residual Cointegration T est

Series: LY LFDI LK LMP LG

Date: O1/07/25 Time: 08:25

Sample: 1991 2022

Included obserwvations: 672

Cross-sections included: 21

NMull Hypothesis: No cointegration

Trend assumption: No deterministic trend

User-specified lag length: -1

Newey-VvVest automatic bandwidth =selection and Bartlett kernel

Alternative hypoth esis: common AR coefs. (within-dimension)
wYweighted

Statistic Prob. Statistic Prob.
Pan el v-Statistic 0. 499193 0. 305838 0. 325334 0O.3725
Panel rho-Statistic 2. 033791 O.9790 1. 541012 0. 9353
Panel PP-Statistic 0.313799 o.686232 -0 495795 0. 3100
Pan el ADF-Statistic 0. 669509 oO. 7454 0. 934313 0.82499

Alternative hypoth esis: individual AR coefs. (between-dimension)

tatistic Prob
SGroup rho-Statistic 3.298833 0.9995
Sroup PP-Statistic 0.272589 08071
Sroup ADF-Statistic 1. 463024 Q.92853

EViews10 I zalin Slajia o slaieYh Gald) dlac) 1 juaal)

Panel clilul &idial) Jalsil) &bl 3909 oo adsll (Pedroni) jLad) :(5) Jsil)
Aalad) g g8l Alaaly pdlaall ial) jLaiiud) 7 igall

Pedroni Residual Cointegration T est

Series: LMP LFDI LK L&

Date: O1/07/25 Time: O28:231

Sample: 1991 2022

Included observations: 672

Cross-sections included: 21

Null Hypothesis: No cointegration

Trend assumption: No deterministic trend

User-specified lag length: 1

Neweay-VWwest automatic bandwidith selection and Bartlett kermel

Altemative hypothesis: common AR coefs. (within-dimension)
Vweiaghted

Statistic Prob. Statistic Prob.
FPanel v-Statistic -2.8732442 0.9999 —2.879953 0.9999
Panel rho-Statistic 1.295084 0.9024 1.435279 0.9244
Panel PP-Statistic -0. 492750 0. 2107 -0.134904 0. 4463
Panel ADF-Statistic 11223716 0.2694 1. 7628909 0.9615

Altemative hypothesis: individual AR coefs. (between-dimension)

Statistic Prob.
Sroup rho-Statistic 2727018 0. 9962
Group PP-Statistic 0. 465684 O 6793
Group ADF-Statistic 2. 609317 0. 9955

EViews10 1) zalip clajiae o alaieYh Saldl she) @ juaal)

itie JalSs 3De a5 e ) i LAY il o Gl GISEN e el LSy
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Ll @il 2 3sa) (ALl Panel zila ol ades .%0.05 oe <1 P-value i

el LagSall & (PRM _xpentll 51 5 REM dgilpiall clyilll 235035 FEM
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.3382255 .2562065 1.31 0.1%0 -.166871 .8393221
.0559883 .0208191 2.69 0.007 .015107 .0968695
1.009559 .0D208788 48.35 0.000 . 9685605 1.050557
.1790027 .0225892 7.92 0.000 . 1346457 .2233598
7.28B2386 1.216933 5.98 0.000 4.892772 9.672
sigma u 1.0330532
a .18843403
.96779978 (fraction of variance due to u_i)
F u i=0: F(20, 647) = 416.35 Prob > F = 0.0000
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27
28 xtreg lmp lfdi 1k 1lg, fe
Fixed-effects (within) regression Number of obs - 672
sup variable: id = 21
R-sq: 35 per group:
within = 0.0318 min = 3z
between = 0.2305 avg = 32.0
overall = 0.0843 max = 3z
F(3,648) 7.09
corr(u_i, Xb) -0.3420 Prob > F 0.0001
1mp Coef . Std. E t P>t [95% Conf. Interwval]
1fdi -.1264307 .4820302 -0.26 0.793 -1.07296 .820099
.1373574 .0387981 3.54 0.000 .0611723 .2135426
1189261 .0422444 2.82 0.005 .0359738 .2018784
15.16467 2.210819 6.86 o.000 10.82344 19.50591
sigma_u 1.7432366
sigma e .354541086
rho . 9602792 (fraction of variance due to u_i)
F test that all u F{20, 648) = 536.33 Prob > F = 0.0000
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