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Abstract:

The correlation between the FDI inflow into host countries and economic development has
been subject to rigorous research for years. In theory, the causal relation between FDI and
GDP growth can run in either direction. On the one hand, according to the “FDI-led growth
hypothesis”, FDI inflows can stimulate growth for the host countries. On the other hand,
according to the “market size hypothesis”, a rapid GDP growth creating new investment
opportunities in the host country can also cause larger inflows of FDI. it is also possible
that a causal relationship between FDI and economic growth does not exist, supporting the
so—called “neutrality hypothesis”.

The aim of this study is to explore the causality relationship between Foreign Direct
Investment and economic growth in Syria. Toda-Yamamoto analysis was used in order to
test the hypotheses about the presence of causality between Foreign Direct Investment and
Economic Growth. The study, which used the Annuall data covering the period between
1990 and 2010, showed that FDI inflows does not, Granger cause economic growth in the

long run in Syria and economic growth does not, Granger cause FDI inflows in the long run.
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Augmented Dickey-Fuller Unit Root Test on GR

Mull Hypothesis: GR has a unit root
Exogenous: Constant
Lag Length: O (Automatic - based on SIC, maxlag=0)
t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -5.039050 0.0007
Test critical values: 1% level -3.808546
5% level -3.020686
10% level -2.650413
*MacKinnon (1996) ocne-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(GR)
hMethod: Least Squares
Date: 06/18/19 Time: 01:41
Sample (adjusted): 1991 2010
Included observations: 20 after adjustments
“ariable Coefficient Std. Error t-Statistic Prob.
GR(-1) -1.169232 0.232034 -5.0392050 0.0001
c 0.076282 0.018337 4. 160057 0.0006
R-sguared 0.585177 hMean dependent var -0.000745
Adjusted R-squared 0.562132 5.D. dependent var 0.068442
S.E. of regression 0.045289 Akaike info criterion -3.256860
Sum squared resid 0.036920 Schwarz criterion -3.1572387
Log likelinood 34.56860 Hannan-Quinn criter. -3.237422
F-statistic 25.39202 Durbin-Watson stat 2.028866
Prob{F-statistic) 0.000085
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Augmented Dickey-Fuller Unit Root Test on FDI

[ Hypothesis: FDI has a unit root
Exogenous: Constant, Linear Trend
Lag Length: O (Automatic - based on SIC, maxlag=1)

1-Statistic Prob.*

Augmented Dickey-Fuller test statistic -2.613802  0.2783
Test critical values: 1% level -4.498307

5% level -3.658446

10% level -3.263973

*MacKinnon (1896) one-sided p-values.

Augmented Dickey-Fuller Test Equation
Dependent Variable: D{FDI)

Method: Least Squares

Date: 06/18/19 Time: 01:42

Sample {adjusted): 1991 2010

Included observations: 20 after adjustments

Variable Coeflicient Std. Error i-Statistic Prob.

FDI{-1) -0.567515 0217122 -2513802  0.0182
C 0.001236 0.003675 0336165  0.7409
@TREND{"19907) 0.000704 0.000397 1.770622 0.0946

R-squared 0.287200 Mean dependent var 0.000907
Adjusted R-squared 0.203341 S.D. dependent var 0.008837
S E. of regression 0.007888  Akaike info criterion -6.709532
Sum squared resid 0.001058 Schwarz criterion -6.560172
Log likelihood 70.09532 Hannan-Quinn criter. -6.680375
F-satistic 3.424799  Durbin-Watson stat 1.993717
Prob(F-statistic) 0.056264

eviews galin cGlajda o alaie¥l dall) dae) Ga : juaall
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Augmented Dickey-Fuller Unit Root Test on D(FDI}

[ bun Hypothesis: D(FDI) has a unit root
Exogenous None
Lag Length 0 (Automatic - based on SIC, maxlag=1)

t-Statistic Prob *

Augmented Dickey-Fuller test statistic -5.548720 0.0000
Test critical values. 1% level -2.692358
5% level -1.960171
10% level -1.607051

*MacKinnon (1996) one-sided p-values.
Warning: Probabilities and critical values calculated for 20 observations
and may not be accurate for a sample size of 19

Augmented Dickey-Fuller Test Equation
Dependent Variable: D(FDI.2)
Method: Least Squares
Date: 06/18/19 Time: 01:44
Sample (adjusted): 1992 2010
Included observations: 19 after adjustments

Variable Coefficient Std. Error t-Statistic Prob

D(FDI(-1)} -1.469499 0.264836 -5.548720 0.0000
R-squared 0628026 Mean dependent var -0.001218
Adjusted R-squared 0.628026 S.D.dependent var 0.013807
S.E. of regression 0.008421 Akaike info criterion -6.665042
Sum squared resid 0001276 Schwarz criterion -6.615335
Log likelihood 8431790 Hannan-Quinn criter -6.656630
Durbin-\Watson stat 1.782354
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VAR Lag Order Selection Criteria
Endogenous variables: FDI GR
Exogenous vanables: C

Date: 06/18/19 Time: 01:46
Sample: 1990 2010

Included observations: 16

Lag LogL LR FPE AIC SC HQ

0 76.31800 NA* 3.17e-07 -9.289750 -9.193177* -9.284805
1 81.69841 B8.743168 2.69e-07" -9.462301" -9.172581 -9.447465"
2 83.86967 2.985485 3.50e-07 -9.233709 -8.750841 -9.208982
3 85.85816 2237047 4.89%e-07 -8982270 -8.306255 -5.947652
4 88.12401 1.982616 7.19e-07 -8.765501 -7.896339 -8.720993
5 90.54133 1510830 1.22e-06 -8567667 -7.505357 -8.513268

eviews galipy clajda Ao aladeYh alil) ) (e jaall
(1) ChLEaY) dhee 8 Bl cUad) 558 of Joanl) (e Jaadls
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VAR Granger Causality
/Block Exogeneity Wald Tests
Date: 06/22/19 Time: 20:50
Sample: 1990 2010

Included observations: 19

Dependent variable: FDI

Probl1. df Chi — sq Excluded
0.8760 1 0.024337 GR
0.8760 1 0.024337 All
Dependent variable: GR
Prob2. df Chi —sq Excluded
0.9827 1 0.000472 FDI
0.9827 1 0.000472 All
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GR FDI year
0.0758 0.0063 1990
0.0653 0.0074 1991
0.0744 0.0065 1992
-0.0166 0.0112 1993
0.0606 0.0211 1994
0.0447 0.0074 1995
0.1178 0.0055 1996
0.0593 0.0049 1997
0.0687 0.0048 1998
0.0761 0.0149 1999
0.1486 0.0138 2000
0.0372 0.0053 2001
0.0592 0.0060 2002
-0.0068 0.0069 2003
0.1293 0.0105 2004
0.1088 0.0166 2005
0.0415 0.0190 2006
0.1266 0.0296 2007
0.0466 0.0278 2008
0.0004 0.0466 2009
0.0609 0.0245 2010
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