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A Study on the Causality Relationship
between FDI and Economic Growth in Korea Using DAG theory
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2 o 2 AT 1968URH 201790 2 AAE HolElE &-8ste] =2 =<l AHJFAKFDIL: Foreign Direct
Investment, ©[5} FDD&F AAEAY 7+ ABTAE EAoth. Mah(2010)9] AFEAY 2y FAGH 107
GNI(Gross National Income, °]3} GNI) 571, ZWEFAE, FDI/GNI, FDI*(&%/GND 5 4719 AlAIE ¥4
£ AZE4H o] &85ttt VAR(Vector Autoregression, ©|5F VAR) @3 DAG(DAG: directed acyclic graph,
o5} DAG) °]&< ol-&ste] AAYE ¥ 2t JITAE 45131 19973 o|F FDIZE §2435] ot & whgstod]
Hueise TStk VAR 2E 2go)A ©&3 JaAS fEe AMgste] BAS 27E Bel FYEEAE(K)o|
AAY A7 Bl A0 E Uehkth W, YR et AAGFE tole AAAE YEA gsith 2
=29 AFEA0 2H DAG B4 F-9olli= FDIC AAER Atololl AapaA7F EA4617] P= Ao & eyt
ol¢} Z2 DAG &4 Ay 7129 Zhang(2001)8F Mah(2010)9] 24 Z3tel dWAES Ao =2 Bt hH, FDI
9] ARl it ol F AR ol wet @2k Zol2h= Bhagwati 7HAA] disiA s |odt 2AE g1

% gloie

Abstract 1 employ DAG in this research to investigate the causality relationship between FDI and
economic growth in Korea. My annual data include per capita GNI growth rate, gross domestic
investment rate, FDI/GNI, and FDI*(export+import)/GNI. The data in this study run from 1968 to 2017.
I also test Bhagwati's hypothesis on the relationship between FDI and economic growth via trade policy
in my empirical analysis. Considering the significant increase of FDI since 1997, dummy variables are
used like Mah (2010). My DAG analyses indicate no causality relationship between FDI and economic
growth, but the gross domestic investment rate can cause economic growth. My DAG results also show
that FDI*(export+import)/GNI can create FDI/GNL In addition, I cannot find any support for Bhagwati's
hypothesis. My DAG findings are consistent with Zhang (2001) and Mah (2010).
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Q=91 ZHEAKForeign Direct Investment: ©]35}
FDIS} 28)9t AAGE 7t AA= AAst 58
g A=Al o=l AHTEAE B4 fA= A
AV W, IE71E0ld, SUHEARE T 5 AR S
oz B2 §X= Al 7ojeks 384 Bt
etk Li and Liu(2005)°A Agstal glxo] FDI=
“AEAE, know-how, 71€9] SFA"A 4ZFo] At
(1. 2822 FDIe A2 i S R=st
o AAGEES Sk FHE ¥ 5 At

Jeu 7129 ASESS B YEFOZ FDIVt
BAES] F8 8% A= YefAE gtk o]
23t WL Azman-Saini et al.(2010)°14 “FDI7} 4
Ao A e adE 2oty B As)rt 3EHY
SHA |4 Q2] I Al&skar glofA = ERIg 4
9Jt}h. Azman-Saini et al.(2010)2 7]& £39] 9iZd]

AZRA Ayl fig] FDIS AAAAH 7+ FAVF o
£ aRlolx JFe 7] wiEolztal Aot UrH2l.
JEo] AARE g91lo 2 WA, ZF =Fo] A=t
= AFBAEG T 71Ho] gt AME & 4 Atk o
SO 2E FDI 4X=9] S8A% ¥ Bl w2t FDI
o] 3t deEixlE AX E ohE 8Rlo] Frh= Aol
vk AR of g} FDI fA1=9] F970 H=,
JAARE &8 A&, 7|&5E, AA8H, AR
e & orFst aclo] BEFoa ARG T
7] wi2ell FDI AASA 7 ekl =7PEE &
o7} WG S=Hbof| gli= 5ol Ut

=S ggo R g 7IE 8 ATE AuHEd 3=
tjate] AFEA M DI AAAAHY 7t AoeAl=
UE o)A 9t} WA, FDIZF AAA] v I
o] f-94olx] gtt= AFAAZE Zhang(2001)[31S &
4 At} Zhang(2001)°14+& 1171 FotAlote} Hal=t
7he ies A5, et 49 FDIZF A1
ol R FFol FoHolA] 2 ACE et
[3]. Mah(2010)914= FDI®} AR 2t AadA=
251 g= Ao=[4] Busty gtk FFH ¢
(2012)= FDIE AAAHES} A 1={sHHAl FDI7F 7
Aol wH FS BAHE A fARE AaHE]
£ BEIsHyct Wi, FDIZF AAGl felet 93
E Ao2 BA% EHoF Fulol1999)[61E & & AU
ok AreK1999)= FDI7F A%
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3A 7103t Aoz AIE AUTH6).

oju] Yol AFZE ¥F Qo] FDICt AAEA Atol
AHTAE= oHE 8%l TS W=tk =2 F£EF
T ARG A Sl gl o Hs] FQoEert
2 Holt}h, gEbA Y 52 FAELe} &3
T3 Mg wrgsto] DI AASA 1 JITEAE A
HEE= Zo] 9u] ltal & &= Qirk o]} WSt 4
3y A FDI I8x BAEE OE
Bhagwati(1978)[718  #x&  "arl ok
Bhagwati(1978)°ll4= FDIE F944S w72 A
AR AAA e AEE St £EFERRT
WA A-S thufshy, Bhagwatis $E5E830| FDI
£ ¢ gol fA% Zolgke 7Hdat, FDIC) A7l
gt JF= o =2 Aolge 7HEE AAISIITHTL
Balasubr-amanyam et al.(1996)[8]° 4= Bhagwati
o] & WA 7HEE A5k itk 11 =29 Afe F
ML =7 =255 FDIS A3l thet FaFe] A
A= Ao UL 0ZH Bhagwati 71d0] a2 B
St

A A8t Mah(2010)914+= g=te] Az AIAIE
Hlo]g & o]&sto] FDIC AR 7t JAAAAE B4
SlHA] Bhagwati®l F W& 7MdE HASH
Mah(2010)°lA+= 1970¥-2006E 7]7ke] 1905 A4
GDP(Gross Domestic Product, ©]3} GDP) &7l
FYEEAL, FDI/GDP, FDIX($&Y7%/GDP) &
o] AIAIE TlolElE AREste] AFSEAS siqith A
ARE B, FUSFEAEC] AAGEE 1A st
= A0 Uega, 1 99 A= YA ¥
Ao Ugitt Mah(2010)914+= 199749 &7 |1E
7138208 FFoh= FDI dlolgY E4< whystaA,
19979< 718 0& 1 o|dx} 11 o]FE £Esk= Tv
A4S ZGote] IRA JIATAE thAl 451
1 A%E B FUUSFEAES 46| AAgl 9T
= F A0E Ugon, HA/4%o] FDI/GDPE 1#
A Qlabet= Bt fj2o] 715924 Bhagwati 7t
Aof thgt FAL 1 7ol Bidete AaE YA Eot
Act. A=LHA A= Bhagwati 7Hdo] Fa35HA] &=
Zo 2 Yyt Mah(2010)= AJ4Hdo] WEdo= 4
A XY 7|He 2 sto] FDISE A4 7t Qs
AE AHE o]HY AAC|E2E HIRFOE SFHA
SAl°ll Bhagwati 7Hd& A 43It HojlA xpE
go] it

cerst FDISH AV Aol lateblg el 4
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o tisf| AFEAstE = 2ol & =29 FAolt £ =
B9 AZEAML Mah(2010)2 EUZ sl ch
Mah(2010)2F SLstA 47HA] H4E ARESte] FDIg:
BAAAE 7t AATAE A9 ET Bhagwati® F H
7 7o tiet AE AAlsHE £ 477t GNIE &
43t Whd GDPE F4loE AAE dHolgs A
Mah(2010)9} zto]de] Qlct. Egh tlolgle] 7[7to]
1968d-20174°] dgst Mah(2010)Ec} & 21 7]
& ZESIY 9tk DAG B4R 283 Zlo]
Mah(2010)2} & oh2 ZpolXo|tt. 1A A=A H
AL T WS 2F AIRRE o837t FA™oelth vHH
DAGE I8 o|ZojA &dsto] ¥ 7t ATTAI%t
278 GEE WS Aol 2 BAE TeRtoEx
JITAE Fsict. oljst B0 Qlsto] BA ¥
7t JAAFAE smetsl= o M=2o] ARgsHe 7]Holrt,

Al

Al A

=

H}

2, B3n HEF HE
2.1 By

H =170] A=HM40 Mah(2010)9] 2] 7]
At Mah(2010)= o3 22 ABAEEE 7Hot
At

¢

Y= F(x",K',B) 6))
Where, Y denotes Growth rate of real GNI per
capita, K" denotes Domestic Investment rate, &7
denotes FDI/GNI, B denotes FDI*(export+import)
/GNL

Bhagwati(1973) 7Hd< stgsty] 9Js BE B4
9] =g Astal ok 55 Mah(2010)°141&=
HAZ AAo]Z(endogenous growth theory)S 7
3] AJatas akd(A)e] A9 Bol B W= 2
2 mgsheta k. &, AARteE V= F(4, K K7)
Al aka o] ate] A= G(K7,B)7t Hlug 4
= A3 22 PAFEZ vepdtt, maba 2)(1)of4
A= WBH 0 R AE e B4atea AHdE W
35kl Qlrk. oY Aras YIS KT 2 Bot &
ATAAE AReE ADAY RN ASE
HollA FAF FDIY QIABAE BAIHoR FA

T 5 gl Aol Utk
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K K, Boll diek AAE A=E
Bk B

317

J(non-stationarity)@t
sl ADF (Augmented

AE

7H3H

Dickey-Fuller, ©|5} ADF) HAEZ 7} H4=59] 9
o A offof gt AL HA AT Tejo] &
Aol ANAE WHees AEHSE AMESH b4
(stationarity)® &Esly, 1ZA] 2 W= 549
5 ARgoto] ofiet Zo] VAR E¥S 4%t & ol&
St

)

Where X, denotes Time-series Variable in VAR

k—1
X, =ct 2T X, +e
i=1

model, I;_; denotes coefficient Matrix, ¢ denotes

Constant Variable, &, denotes Residual

Aol A AR ATAIQG HlolEle] thet ADF 73
oelo] EA5HA] o= Hpet &
EXst= |7t A Sl oo 2 =R dF
EHoAE 4(2)9] VAR 28-S A&t
A 2 QIAE Holsl= o Bol &85 IH
AIEA AL TA A 7 AR A ATEAE
AARZ ot AH{AAE FHe. 2 ALt F
SH JIIAE wetstr|oll= = FHol Stk olzgh
Ao ek tiete &2 HAE AtoA] Z-8E= Hol
DAG &4olt}h. DAG #A412 Alxfe] oJ&Eskr] okar o
A WS 7F 2F B0 viRE R ITEAE £
she W Eo(th. o7])A= DAG £49) thsto] 71eks
A7fsta A} gt
DAG ©J22 Pearl(2009)[913} Spirtes et al.(1993)[10]
SOl B b QA 78 71A olEoE AMEE
Act. DAGY] 7HHst A=A X- YE E 4tk o] 1
o= ARJMHFT Xo|x A7 YIS HojEoh
Al A S Aololl BY 7Hsd QdEtEo] s
Pearl(2009)2 &t 22 Ul 7IXE AAlsta Aot
AR “TEYA(common cause)’ A X- Y- Z
EA] “AFAE(causal chain)” FAQI X~ Y- Z Al
A “A3PAE(causal chain)" #AQl X Y- Z YA
‘17 E7](causal inverted fork)" AN X~ Y- Z
olggt vl 714 A% FolA JAAAE7E AYsta v
WA Al A= YEso] Higt RV X, Z ¥ 719
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= Zﬂv‘ﬂ 2O 4“10}01 %13
Z07 pCg
Eﬂi’\ 7k ATTA Wgro] A
J’EH ]"1 tﬂ-r‘E Ao ZFBAIS7F 0)1A] o
Bl ESHA €t o] ZHEAA A A
HAEAZFS Fisherd Aot PCEILE]
& Fisherd] z8AHS o848 7HAA o= AL
7} 002 Wy & HSE 119 A44E AASHY, =2
A4 7k 14 WA 091 424 AAS
‘/}7}3 WALE SHESHA "otk ol2fdt IS A T
THA] =2 HEE Apol9] AZAS o]85to] DAGE &=
SRtk AR 24 AdolAe AZEe(’] TETRAD
IVE ol&sto] PC ddE&S A= Ao A-83it).
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3. 32N Zut
3.1 40|, =22 #H ¥ VAR £4
E =RoAE 1968HRE 20174H0] o]2& A7t ¢
olelg AMESLAITE 1A A GNP 5718 HiAl 1919

ta

A4

ol AT UsEH 7]

44 GNI 371 HlolHE AR&sIH. 1903
GNI 37F(2 &

=
L

BE 199 GNI Ho|8lE GDP Deflator® 2745t 1
g A GNIE 77 ¥ ol9] S7h& AT Atst

Atk FNFEAR(AN) L “FUSAEFA/FHSHE
7FeAE o0& AXelgit). FDIE UsgeEl= st &
T239] Ho|HE ARESHR L o] & THA] GNIZ o]
K'(= FDI GNI) AAZ dlolelE wHegirt. ulxjeto.
& Bhagwati 73S AASH] Yol B= FDIX (%
%)/GNI Ho|HE A gkt

AAE dlolg+ E9FY%Knon-stationary) El|oJEY
7FsAlo]l 9Joeug ADF(augmented Dickey-Fuller)
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FAE Bolx glort, DKf 2 DBON= S.9] AlatA|
Acg Yehgth. DR DK'9 DBl dis) 29|
ATTAZ Holx QM nxgto 2 DEI= DBS}F %
o] FBIAR HofFar Qlrt
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Table 1. Coefficient Matrix of Residuals

Y DK DK DB
Y 1

DK" 0.650 1

DK’ -0.247 -0.231 1

DB -0.176 -0.027 0.543 1

3HA, Q=9 AP EAE 199748 Q27 ol% FF
Shc}, A ZoA AF3F Mah(2010)2F 52514 o3t
glo]e]9] EAL HIY35te] Dummy H4E Zg3SH VAR
YT Aot Dummy ¥4E 19979 o]d A

£ 0, °l%
= 0,

T= 19 e FHot=E It Table 2&
Dummy #H55 Z3I5H VAR ZgoA Y& ZA15te]
ABASYE S Hojzt,

Y ods] DS} o] AuiAS Kol i,
DK' 9 DB} DK’ 9 DBoI= 20| AR vt
St £ Dummy ¥59% &9 A7 2=
E} DK'%= DK'9} DBl tjs) Qﬂ ATHA R Ho]

Qlo™ Dummy He: FLSH 159 AA
Ur%%t}.

DK'% oAs| DBS} ofo] AAE Holm,
Dummy H5tE ¢ AHASE F73= 900, vA]dt

©2 DB Dummy B9} 0] AHTAE Kol Q)



fill‘

W Ettel=RA] A23d A2E, 2022

Table 2. Coefficient Matrix of Residuals with
Dummy variable
Y DK' | Dk! | DB DM
Y 1
DK™ | 0.405 1
DK’ | -0308 | -0.350 1
DB -0.144 -0.080 0.664 1
DM -0.239 -0.225 0.351 0.337 1
Note: DM denotes Dummy Variable
3.3 QluRtA 2M AW
Fig. 12 Hu¥4E ZolA] de 2y digh
Al &)

DAG £4 Z3g HoEtt WA FDIgk 1909
GNI Z7H& Aololl= st A 7L vektx] exgket. K7
o] 215l DKIeF YAlolol: SHEEs} Qich whebA
K= FDI/ GNI?] %<& 71}re ) FDI7} A3l
FE FA Eole ALoE FHE o= Mah(2010)
o] BA3} U Afolck. E3F Zhang(2001)014 A
2 ASEAN et dAsh, JFE (2012)%F=
AAReE Adfoltt. g, FUNFEAE AR DK}

232

Yol Y= F= AT FH=HA ol o= 4
Aol aQlos FPEEA} 2HEetT 918 Kol

Ztt. B+ Bhagwati 7HdS #As] Y8 =3 A
A€ Harolth, Mah(2010)°14 Bhagwati 7Hd2 $h=
9 A¢ FESHA e AR yewth B AT
R Bo 59l DB} YV Afoloj= sHat
A=t ol o] & W 1k AL
sl B Ao A= Mah(2010)2]

DHd

DHKP

Fig. 1. Results of DAG
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Fig. 1914 & t}2 slEs DB7F DK’ 9] Yelo]
L AL HojErth B FDIS GNI HH] $&907R
#3t Aok, 18 ZE FDI/GNIE Yehf: Ao}

=]
’de] it DB7h DK'9) 9lo] EH= 22

=2

2

2 A8
A9 YA} old4E FDIZ B ol fAI5H
He Ao HNT 4 ek CulHsE X VAR
2ol e DAG Ak Fig. 20 Wt Stk

o] 499] DAG Ae Hu¥sg EeeiA] e 4
FoF Fdott. W= 199749 ©1F FDI 9 1H7F $5
3P HA% FDIZE AVl A4 folo® Zgohe
Aowt A=A Foch

B3t DB YARolel| QISEATE EASHA] edot
e AXEte ddE den gsr
DK'7} Yol 932 Fi A H3ko] wgitt. uf
Auteg DB7L DE'O] 9glo] s At A4 FUd
A vehd 2g gelg S gk

Bhagwati

DB

DHd

Dumnmy DKF

Fig. 2. Results of DAG with Dummy Variable

4. 2% % ZE
2 ==X FDIft A 1t AT EAE 1968

WRE 201740 23 AJAE ©lolEE o|-&sto] DAG
E4S Yot JAATAE HASHAHL olg A
Mah(2010)9] AZEAY By =Y, 1909 42
GNI 3718, =UE5AE, FDI/GNI, FDI*¢&Y
/GNI & 4719] NAE B4E A5t

47) W VAR B 704 =&t AeAls E

o Ag3to] BAg A9e By FEEAe(K%)o]
AR Yolwsr) He Aow vehyrt kb, o
o x| Weol A Ttol AnkeAIZF U] 4%t
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t}. DAG £-4o] wt2H Bhagwati 7}dof i3t lajat
Ae Fa5H] g 208 Yeyth olgt A
A3k= 7129 Zhang(2001)2F Mah(2010)¢+ A€ Zol
3= Zojoh E3F FHYH(012)94E FASE Aot
ot FDI*&/GNIS] AHEo] FDI/GNIS] ZH2e] 3
T FE= ATAV T ole n9HFY SR
FDI fA17} $7Fohe @] S Hol&Eeh

2 =F2 DIt AAE 7 JAIEAE N2
DAG E4WHE Fgste] B3t o 1 997t 9l
DAG A3z 7]& 283 I3 A Ul =l
S0l FDI= 19974 °o|% 1 &7t 34 J7keich 1
HEZ 7 o] A7]9] FDIE Adizoz 22 jro]o]f
A Ao gt FFEol F 4 gle AoE KAl
I3y 19979 o]FE wrggt ASEA 9] HLole o
olg 47} FEo| UA %] wiio] FDIet AAIE 1t
JATAE ok d FE53 Hol Utk Yo = dlo]
E|7} F835] dold AFIL FE 40| 7T Ao]
o}, E5t 9=l APEAC FAY 7t A= o
£ 8909 9 ¥ 7hedol =t waEbA I S
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