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Abstract:

This study aimed to analyze the impact of Foreign Direct Investment on the
three dimensions of sustainable development (economic, social, and
environmental) in 12 Arab countries during the period (2000-2023). A
quantitative methodology was employed, utilizing panel data analysis through
the Eviews13 software. Key indicators included FDI inflows, unemployment
rates, the Human Development Index, and adjusted carbon emission savings.

The results revealed that FDI significantly reduced
unemployment (coefficient: -0.17), aligning with the "employment creation
hypothesis," particularly in labor-intensive sectors. However, FDI showed no
statistically significant impact on HDI, reflecting its limited association with
social improvements such as health and education. Conversely, FDI was linked
to increased carbon emissions (coefficient: +0.03), especially in oil-dependent



countries, supporting the "pollution haven hypothesis." Government effectiveness
emerged as a critical factor in amplifying FDI’s positive effects (e.g., reducing
unemployment) and mitigating its negative impacts (e.g., curbing emissions
through environmental policies).

The study concluded that integrated policies are essential to maximize FDI
benefits, such as directing investments toward sustainable sectors, enhancing
governance frameworks, and enforcing stringent environmental standards. It also
recommended addressing structural challenges, including oil dependency and
population growth, to achieve balanced development that fulfills the three pillars
of sustainability in the Arab region.

Keywords: Foreign Direct Investment (FDI), Sustainable Development, Arab
Countries, Panel data.
JEL: J64 <«Q51 <F64 <F62 <« F21.
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2 Edwin Zaccai, Sustainable Development: Characteristics and interpretations, Geographica Helvetica, V 54, 1999, pp74-77, see link :
https : /bit.ly/3DEeCfA, seen: 12/01/2020 .
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! Fernanda Chrystella Dzou, Salifu Ibrahim, Yang Lihua, Maximizing The Impact Of Foreign Direct Investment: Trends, Determinants, And
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Finance, Vol 16, No 1, January 2025, p 15.
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Khanh Duyen, The impact of globalization, renewable energy, and labor on sustainable development: A cross-country analysis, Research
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2 Ibeinmo Friday Cookey, Sectoral Foreign Direct Investment and Economic Development in Nigeria, Rivers State University, NKpolu-
Oroworukwo, Port Harcourt, Rivers State, Nigeria, Vol 1, No 1, December 2024, p 18.

! Sisi Zheng and Shanyue Jin, Can Enterpries in China Achieve Sustainable Development through Green Investment?, College of Business,
Gacgon University, Seongnam 13120, Republic of Korea, International Journal of Environmental Research and Public Health, Vol 20, No
1787, 18 January 2023, p 3.

% Serdar Ozturk, Seher Suluk, EXAMING THE RELATIONSHIP OF ECONOMIC GROWTH, FOREIGN DIRECT INVESTMENTS AND
ENVIRONMENTAL POLLUTION IN SUSTAINABLE, Nevsehir Haci Bektas Veli University, Conference Paper, April 2021, p12.
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! Fernanda Chrystella Dzou, Salifu Ibrahim, Yang Lihua, Loc.Cit, p 15.

2 Huynh Ngoc Chuong, Vo Tran Phuong Uyen, Nguyen Dang Phuong Ngan, Nguyen Thi Bao Tram, Nguyen Dao Mai Han, Pham Hoang
Khanh Duyen, Loc.Cit, p 4.

3 Ibeinmo Friday Cookey, Loc.Cit, p18.

* Sisi Zheng and Shanyue Jin, Op.Cit, p4.

* Serdar Ozturk, Seher Suluk, Op.Cit, p13.
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Khanh Duyen, Op.Cit, p 5.
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! Thsen Abid, Nesrine Gafsi, Op.Cit, p 14.

2 Ibeinmo Friday Cooke, Op.Cit, p 19.

3 Sisi Zheng and Shanyue Jin, Op.Cit, p 5.

4 Yumei Wu, Rong Wang, and Fayuan Wang, Exploring the Role of Foreign Direct I nvestment and Environmental Regulation in Regional
Ecological Efficiency in the context of Sustainable Development, School of Economics and Management, Nanjing Institute of Technology,
Nanjing 211167, China, Vol 15, No 9104, 5 June 2023, p 5.

* Serdar Ozturk, Seher Suluk, Op.Cit, p14.
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Test Summary Chi-Sq. Statistic | Chi-Sq. d.f | Prob
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Test Summary Chi-Sq. Statistic | Chi-Sq. d.f | Prob
Cross-section random 2.44287105 2 0.294807
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Dependent Variable: UN

Method: Panel Least Squares

Date: 02/24/25 Time: 21:34

Sample: 2000 2023

Periods included: 24

Cross-sections included: 12

Total panel (balanced) observations: 288

Variable Coefficient Std. Error t-Statistic Prob.
IFDI -0.171500 0.050354 -3.405909 0.0008
GF -1.604199 0.604135 -2.655365 0.0084
C 7.966040 0.171389 46.47934 0.0000

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.866869 Mean dependent var 7.548997
Adjusted R-squared 0.860552 S.D. dependent var 5.810274
S.E. of regression 2.169714 Akaike info criterion 4.434457
Sum squared resid 1289.898 Schwarz criterion 4612518
Log likelihood -624.5618 Hannan-Quinn criter. 4.505813
F-statistic 137.2398 Durbin-Watson stat 0.200145
Prob(F-statistic) 0.000000
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Dependent Variable: HDI

Method: Panel Least Squares

Date: 02/24/25 Time: 21:53

Sample: 2000 2023

Periods included: 24

Cross-sections included: 12

Total panel (balanced) observations: 288

Variable Coefficient Std. Error t-Statistic Prob.
IFDI -0.000522 0.000828 -0.630804 0.5287
GF 0.049572 0.009929 4.992626 0.0000

C 0.751901 0.002817 266.9368 0.0000

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.840891 Mean dependent var 0.751549
Adjusted R-squared 0.833342 S.D. dependent var 0.087349
S.E. of regression 0.035659 Akaike info criterion -3.782227
Sum squared resid 0.348413  Schwarz criterion -3.604167
Log likelihood 558.6407 Hannan-Quinn criter. -3.710871
F-statistic 111.3912 Durbin-Watson stat 0.063791
Prob(F-statistic) 0.000000

Eviews13 wb, ol 2 jiaal

HDI it = 0.751901 — 0.000522 IFDI + 0.049572GF
DCO2 pldl piedt Al § W) 73 90!

DCO2 gl il - & ol 3901 (13-2) Jgus

Dependent Wariable: DCO2

Method: Panel Least Squares

Date: 02/24/25 Time: 22:04

Sample: 2000 2023

Periods included: 24

Cross-sections included: 12

Total panel (balanced) observations: 288

Variable Coefficient Std. Error t-Statistic Prob.
IFDI 0.034548 0.015551 2.221594 0.0271
GF -0.920870 0.186578 -4.935588 0.0000
C 2.520822 0.052931 47 62490 0.0000
Effects Specification
Cross-section fixed (dummy wvariables)
R-squared 0.465829 Mean dependent var 2.583879
Adjusted R-squared 0.440485 S.D. dependent var 0.895823
S_E. of regression 0.670082 Akaike info criterion 2.084557
Sum sguared resid 123.0287 Schwarz criterion 2.262617
Log likelihood -286.1762 Hannan-Quinn criter. 2.155913
F-statistic 18.38035 Durbin-VWatson stat 0.369098
Prob(F-statistic) 0.000000
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