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Abstract For the past decades, role of foreign direct investment has increased. Specially, East Asia and BRICs has
experienced rapidly economic growth by FDI. Nevertheless, most of developing countries suffer from poverty. This
paper empirically explores the impacts of FDI on economic output using a cross-country analysis based on data from
88 developing countries for the years 1990-2011. To this end, FDI is explicitly included in production function as
production factor. Cross-country regression of income level is estimated with the country's human development,
population growth, physical accumulation, and FDI as explanatory variables. Main finding of this paper is that FDI
has a positive and significant impact on economic growth.
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[Table 1] List of country using analysis

Country Country Country
Armenia Ghana Paraguay
Azerbaijan Grenada Peru
Bangladesh Guatemala Philippines
Belize Guinea Poland
Benin Guinea-Bissau Romania
Bolivia Honduras Russian Federation
Bosnia and Herzegovina Hungary Senegal
Brazil Indonesia Sierra Leone
Burkina Faso Jordan Slovak Republic
Burundi Kazakhstan Solomon Islands
Cambodia Kenya South Africa
Cameroon Kyrgyz Republic Sri Lanka
Central African Republic Lao PDR St. Lucia
Chad Latvia St. Vincent and the Grenadines
Chile Lebanon Sudan
Colombia Macedonia, FYR Swaziland
Comoros Madagascar Tajikistan
Congo, Dem. Rep. Malawi Tanzania
Congo, Rep. Maldives Togo
Costa Rica Mauritania Tonga
Cote d'Ivoire Mauritius Tunisia
Croatia Mexico Turkey
Czech Republic Mongolia Uganda
Dominican Republic Morocco Ukraine
Egypt, Arab Rep. Mozambique Uruguay
El Salvador Namibia Uzbekistan
Estonia Nicaragua Vietnam
Ethiopia Niger Zambia
Gambia, The Pakistan
(Georgia Papua New Guinea

At AR X3} Aok & Table 491
e 2ag wAT 4

[Table 2] Definition and sample statistic of variables in model

Variables

Definition

Sample
Mean Standard deviation

Real GDP per person of Working-age(i.e., age 15-64) in 2011, measured

in purchasing power parities, 2005 international dollars.
(Basic data source: World Bank, 2013)

15608.967 10643914

Average of annual ratios of real domestic investment to real
GDP(1991-2011)
(Basic data source: World Bank, 2013)

0215 0.050

Average of annual ratios of working—age population that is in secondary

education(1991-2011)
(Basic data source: World Bank, 2013)

0.085 0.050

Average of annual ratios of FDI inflow to nominal GDP(1991-2011)
(Basic data source: World Bank, 2013)

0.040 0.032

Compound annual growth rate of working - age(i.e., age 15-64) population

(Basic data source: World Bank, 2013)

0.021 0.012

2737
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[Table 3] Correlation coefficient matrix of variables

Variables InSy InSy InSp In (n+0.05)
InS, 1.0000
InSy; 0.3791 1.0000
InS, 0.3887 0.1451 1.0000
In(n+0.05) -0.3003 -0.3323 -0.2183 1.0000
A, B Col Aielo] B3 A9l Il Ht} 953}t 3|74 9] @ A}7} FAef BEel A
A oF 3o A B3 CS] adjusted-R*&= 0442 2= 9] 0.636E 06042 A% 0] 31 St FAAT= HAFH
g A9 02348t} A} A BT 2y Co A EEZSEYPA AAAEES = o] dosir}
2ol 1 Fr} o]AL OJ@Z}{%; 123 e i?z.fg,POE = MRWe| 8428 EA”&%‘%}E Atk
A REe] Aol o S onjsit), GAEH & EA), AleF m3o] FHoA 23 Bell dldt adjusted-
S Ao AXAES Ll A EeslA] ke RPE 02522 Y A9 g 0234KT) At o] Aok
wlo]] vla] 191 25,7 HES 9 & dyshs Zlo] Ry TR 747} 0252 2 0236202 wharpA| o]
t} o] A¥= A2 HFEQ Ao AT A E uw Tk o] Il HF = 13 Brl 3 A
S upRztAloltk By A tiale] BE CE F4sH ¥ B f Hes 7k ojm|git}, o] Av=
[Table 4] Estimation results of the Ordinary least squares estimation
Variables® [ Model A [ Model B [ Model C Model D
Unrestricted
Constant 9311 9318 10964 11534
st (T64)wxx (8145 (1054) s (11815
e 123 1046 0.808 05992
oK (3.84)wxx (3.10)sxx (2.72)wx (1.93)+
s B B 0404 0410
o (4.96) %+ (5.06) s
Ins _ 0.167 ~ 0.181
ner (1.94)% (2.44)5x
In (n+ 0.05) 0754 0674 ~0.300 0207
nnT e (207 (1.85)+ (-097) (-068)
Adjusted- &° 0234 0252 0404 0429
see 0685 0677 0.604. 0591
Restricted
Constent 8235 8593 3373 9257
(3257)x (24,83 (31.80)x (26.47 )%
80— In (1 +0.05) 1050 0.347 049 0.276
HorT AU (5.06)%x (3.39)sx (2.16)#* 107
108, —In (n-+ 0.05) B B 0379 0383
0.9y~ Inn+0.05 (4.5Q)% (4.83) %%
o i B 0.161 B 0.170
InSp In(n+0.05) (1.86) (2.20)%%
Adjusted- &® 0236 0252 0338 0409
see 0634 0677 0612 0602
A 0512 0422 0.264 0.151
Tmplied™a (10.36) 5+ (490w (2.79) (L19)
. 0.202 0.209
Implied-a, (378 (39w
} 0.080 0.093
Implied-a - 1.72)x (2.07)%

Notes : * The variables are defined in Table 1. © s.e.e. denotes standard error of the regression. The numbers in parentheses
** indicate statisitical significance at the 10%, 5%, and 1% levels,

below the coefficient estimates are ¢-values. ~, *

respectively.
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[Table 5] Estimation results of the Least absolute deviations estimation

2 ARy ARt
o153 102014 EA A

Least absolute deviations estimation

Variables® \ Model A \ Model B \ Model C \ Model D
Unrestricted
Constant 7471 8762 10.352 11.960
(3.80)s+ (453 (5 ALy (7.70)%x
s 0973 058 0.365 0.241
now (1.79)* (1.16) 0.73) 067
s . B 0562 0454
o (3.30)%x (3:24)sex
. i 0.265 B 0278
nor (2.45)% (3.55)##x
1 (n-+ 0.05) 128 -0919 0453 -0.033
nTEe (2.37)x (-1.70) 0.3) (-0.08)
Adjusted- & 0217 0.228 0379 0412
sed 0693 0688 0626 0604
Restricted
Constant 8193 8925 9245 9387
) (20.48) s+ (18.07) s (19.79)x (31.32)w5x
108.—In (n+ 0.05) 1506 0603 0.19% 0.008
o e (3.38)x (1.79)% 053) 0.03)
0503 0470
InSy;—1n (n+0.05) - - (3,005 (3.50) s
0262 0.189
InSp— In (n+0.05) - (2.48)5+ - (271 s
Adjusted- R 0236 0.239 0372 0.398
see 0685 0683 0623 0608
] 0514 0323 0.115 0.005
Implied-a (694 (2385 057 0.08)
) 0.29 0282
Implied-a } } (241)% (3.10)%5x
. 0.141 0.114
Implied-a - (2,05)+ B (2.75)wxx

Notes : * The variables are defined in Table 1. © s.e.e. denotes standard error of the regression. The numbers in parentheses below
the coefficient estimates are t—values. ", ™ and ™ indicate statisitical significance at the 102, 5%, and 1% levels, respectively.
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