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Foreign Direct Investment and Economic Growth in

Maghreb Countries, Does Financial Development
Matter?

Hussen Alhwijt Ismail Al-Muhaishi?

Abstract:

The aim of this study was to investigate the nature of relationship among
foreign investment, financial development and economic growth in the
Maghreb countries. In order to achieve its objective, the study used annual
data for 4 Maghreb countries which are Libya, Algeria, Tunisia and Mo-
rocco. Furthermore, it adopted FGLS method. The main findings of the
study indicated a positive impact of both foreign investment and financial
development on economic growth in the Maghreb countries. In addition,
positive changes in financial development was found positively affect the
relationship between foreign investment and economic growth.

Key words: Foreign Investment, Financial Development, Economic Growth,
The Maghreb Countries, FGLS.
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:Appendixes G@adall .7

@l pdall g libl) 1(1) Ay Jgaad)

Variable Proxy Symbol Data source
economic growth GDP per capita GDP UNCTAD
investment Gross fixed capital formation GCF UNCTAD
Foreign investment Foreign direct investment FDI UNCTAD
Financial development Financial development index FD IMF
Interactive term 1 FD*FDI fd_fdi calculation

Gaad) & il 4idia gl Aibany) pailadll 1(2) ad ) Jgaad)

Variable Obs Mean Std. Dev. Min Max
InGDP 124 8.260199 0.636827 7.309982 9.528036
InGCF 124 9.440849 0.822702 8.058961 11.28984
InFDI 124 9.145326 1.372606 5.800598 11.18407
InFD 124 -1.78771 0.347429 -2.20728 -1.0361
fd_fdi 124 -16.0655 2.936624 -21.1184 -11.5017

Caagl) (g it Cy Jali V) Jalad il 1(3) aBy Jgaad)
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InGDP InGCF InFDI InFD Fd_fdi

InGDP 1

InGCF -0.0697 1

InFDI -0.3713** 0.5024** 1

InFD -0.4869** 0.0896 0.5998** 1

fd_fdi -0.2082** -0.3192** -0.2071%** 0.6535** 1

** Significant at 5%.
Ay ylay Cual) <) piia Gy ABM) (il 2(4) ad Jgaalipanel FGLS

InGDP [1] [2] [3]
_CONS 9.419212** 11.64654** 9.622529**
InGCF -0.30668** -0.38291** -0.15089**
InFDI 0.126781** 0.105003** -

InFD - 0.867713** -
fd_fdi - - 0.027604**
DUM 1.153642** 1.6392** 1.011277**

** x%* Significant at 5% , 10%.




