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Abstract Although many policy makers and scholars argue that foreign direct investment is crucial to the economic
growth of developing countries, there is no universal agreement on the positive relationship between foreign direct
investment inflows and economic growth. Using a cross-country analysis based on data from 88 countries for the years
1990-2015, this paper empirically explores the impact of FDI on economic growth. To this end, several versions of
the neoclassical growth models, explicitly including FDI, are estimated. Subject to the appropriate caveats, the results
provide further support for several key conclusions of former studies,including the inference that investment in
physical capital, population growth, and human capital are important in accounting for economic growth across
countries. The results show that FDI significantly contributes to economic growth in developing countries.
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model
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De Mello(1999)= 1970 A5 19907142 7|3t

Table 1. FDI infows by group of economies and region, 2014-2016, and projections, 2017

(unit : Billions of dollars)

Group of economies/region 2014 2015 2016 2017(Projections)
World 1,324 1,774 1,746 1,670 to 1,870
Developed economies 563 984 1,032 940 to 1,050
Europe 272 566 533 560
North America 231 390 425 360
Developing economies 704 752 646 660 to 740
Africa 71 61 59 65
Asia 460 524 443 515
Latin America 170 165 142 130
Transition economies 57 38 68 75 to 85

Note : UNCTAD, World Investment Report 2017(2017).
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Table 3. Estimation results of the steady-state income equations

Variabl Model A Model B Model C Model D
anables (m=1) (m=2) (m=2) (m=3)
Unrestricted
Constant 9.203 . 10.960 11.100
(8.05)*+ (9.12)%*+ (8.96)F*+ (9.85)++
InS 1.256 1.090 1.087
oy skesksk okk sk skok ok
(3.61) (3.89) (3.32) (3.62)
0.358 0.323
InS,
" (3.08)%** (3.07)***
0.078
InS,
r (3.82)% (3.60)***
-0.908 -0.885 -0.511 -0.530
In(n-+0.05) (2.75)%# (:2.94yx5+ (-1.52) (-L72)*
Adjustcd—R2 0.223 0.324 0.395
s 0.721 0.673 0.636
Restricted
Constant 8.435 . 8.819 8.912
(30.95)¥+* (33.46)F++ (29.31y*+* (31.65)%+*
1.113 0.769 0.758
InS,-—In(n+0.05
' In ) (5.05)%*+ (5.15)%*+ (2.94)F*+ (3.13)++
0.302 0.265
InS,, —In(n+0.05 : :
oo ) (2.68)%** (2.63)*#x
0.087 0.078
InS,—In(n+0.05
o : (3.74y0* (342)r5*
Adjusted- R? 0.228 0315 0304 0373
sce. 0.719 0.677 0.682 0.648
Implicd-cv,. 0.527 0.493 0.371 0.361
p. 'K (10.67)*** (9.99)+* (3.98)*** (4.25)%**
Implied-cv;; 0.146 0.126
(2.45)%* (2A1)**
Tmplied- 0.041 0.037
(3.55) (3.26)***

Note : s.e.e. denotes standard error of the regression. The numbers in parentheses below the coefficient estimates are t-values. *, ** and *** indicate

statistical significance at the 10%, 5%, and 1% levels, respectively.
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Table 4. Estimation results of the steady-state income equations of regions

Variables ‘ Asia ‘ Africa ‘ Latin-America ‘ Europe ‘ All
Unrestricted
Constant 12272 7.255 7.895 16.768 11.100
(5.82) (1.70)* (344 (10.99y** (9.85)%
nS.. 1.161 1.621 -0.390 1.666 1.087
i (2.89) (5.22y%% (-0.67) (2.87y*** (3.62)%%*
InS,, -0.057 0.308 -0.067 0.654 0.323
(-0.53) (2.41y** (-0.15) (3.80)*** (3.07)%**
IS, 0.136 -0.024 0.039 0.079 0.078
(4.15)%x* (-0.49) (1.41) (3.63)*** (3.60)%**
0216 2112 -0.633 -0.833 40530
In(n +0.05) (:0.32) -1.27) (:0.92) (2.16)* (-1.72)*
Obs. 22 31 19 16 88
Adjusted- R 0.370 0.546 0.195 0.831 0.395
Restricted
Constant 9.128 7.774 10.462 9.936 8.912
(24.36)** (22.67)%** (20.26)** (18.78)y*** (31.65)**
IS, —In(n+0.05 0.623 1.637 -0.170 -0.350 0.758
(2.07)* (5.13)*** (-0.36) (-0.91) (3.13)***
IS, —In(n+0.05 -0.139 0316 -0.012 0.957 0.265
(-1.43) Q.73)** (-0.02) (5.04y%** (2.63)***
IS, —In(n+0.05) 0.137 -0.026 0.069 0.080 0.078
(3.72)** (-0.60) (1.43) (2.01)* (3.42)%%*
Obs. 22 31 19 16 88
Adjusted- B2 0.321 0.563 0.095 0.694 0.373

Note :
statistical significance at the 10%, 5%, and 1% levels, respectively.
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