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The Model:

JORDAN STRATEGY FORUM

&
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The basic model specifying the role of FDI is expressed by:

RGDPt =Q0p+ BlRFDlt + &

Both variables are in their natural logarithm form. The focus of the analysis is on the parameter B. If there is

an impact of FDI on economic growth, the term B will have a positive sign (B > 0).

Insuch an exercise, the usual techniques are applied and these include, stationarity test, co-integration, Vector

Error Correction Model (VECM), and variance decomposition analysis.

The Results:

TABLE 1
Augmented Dickey-Fuller Unit Root Test
Level | First-Difference Level First-Difference | Level First-Difference
None Constant Constant & Trend
RGDP 2.514 -0.830 -0.741 -2.896" -2.002 -2.636°
RFDI 0.771 -1.992" -2.515 -2.154" -1.601 -5.042"
TABLE 2
Johansen Multivariate Co-Integration Test
e Trace Statistic P-Value Max-!Eig.en P-Value
of CE(s) Statistic
None” 22.977 0.003 21.528 0.003
At most 1 1.448 0.228 1.449 0.229
TABLE 3
Long Run Relationship
Variable Coefficient
RFDI 0.344
TABLE 4
Estimates of VEC Model
Variable Coefficient t-statistic
Aewt -0.066 -1.703"
ARGDP(-1) -0.526 -1.640*
ARGDP(-2) -0.172 -0.574
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ARFDI(-1) 0.019 0.654
ARFDI(-2) 0.009 0.569
TABLE 5
Variance Decomposition of Tax

Period RGDP RFDI

1 100.000 0.000

2 98.221 1.778

3 97.667 2.332

4 97.088 2911

5 96.643 3.356

6 96.337 3.663

7 96.041 3.959

8 95.825 4.175

9 95.646 4.353

10 95.480 4.520

Table 6
Pairwise Granger Causality Tests
Null Hypothesis: F-Statistic Probability
RFDI does not Granger Cause RGDP 0.407 0.673
RGDP does not Granger Cause RFDI 0.614 0.554
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