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The impact of foreign direct investment on international trade in services
an empirical study for a group of Arab countries during (2022-2005)
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Abstract:

This study aims to measure the impact of FDI on international trade in services for a group of Arab States
(12 countries) From 2005 to 2022, building on the Foreign Inbound Investment Flow Index (FDI), the Productive
Capacity Index (PCI) to reflect the independent variable, and the Total Trade Index (GTI) (exports and imports) in
services to express the dependent variable, and after estimating the standard model (Panel models) using the
10Eviews statistical programme.

The study found that the outflow of FDI was a correlation with international services trade in Arab
countries. The higher the inflow of FDI by 1%, the higher the volume of international trade in services by 1.42%,
and even productive capacities were in a foreign relationship with international trade in services in Arab
countries, Its impact is positive, so that the higher the production capacity by 1%, the higher the volume of
international services trade by 1.78%.

Keywords: foreign direct investment, International Traders in Services, productive capacities, Panel Models.
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Dependent Variable: SERVTRADE
Method: Panel Least Squares

Date: 03/18/24 Time: 22:43

Sample: 2005 2022

Periods included: 18

Cross-sections included: 12

Total panel (balanced) observations: 216

Variable Coefficient Std. Error t-Statistic Prob.
FDI_INW 2.550566 0.264998 9.624842 0.0000
PCI 0.384872 0.113173 3.400741 0.0008
C -3.143821 5.759588 -0.545841 0.5857
R-squared 0.339137 Mean dependent var 24.11169
Adjusted R-squared 0.332932 S.D.dependentvar 17.91397
S.E. of regression 14.63110 Akaike info criterion 8.217968
Sum squared resid 45596.74 Schwarz criterion 8.264847
Log likelihood -884.5405 Hannan-Quinn criter. 8.236907
F-statistic 54.65294 Durbin-Watson stat 0.243682
Prob(F-statistic) 0.000000

Eviews10 zoliyy cle s (de slec¥ly ((2024) (9,5 I5i50,2 slozdl e yuall
@U’J‘ﬁ%"jf) E.S}o.’v.”ﬁ..ﬁs é‘.‘b 22 Jguzl

Dependent Variable: SERVTRADE
Method: Panel Least Squares

Date: 03/18/24 Time: 22:50

Sampls: 2005 2022

Periods included: 18

Cross-sections included: 12

Total panel (balanced) observations: 216

Variable Coefficient Std. Error t-Statistic Prob.

FDI_INW 1.420011 0.198216 7.163972 0.0000
PCI 1.780803 0.260018 6.848759 0.0000
G -69.54930 13.20584 -5.266557 0.0000

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.796852 Mean dependentvar 2411169
Adjusted R-squared 0.783779 S.D. dependentvar 17.91397
S.E. ofregression 8.329929 Akaike info criterion 7.140206
Sum squared resid 140186.32 Schwarzcriterion 7.358974
Log likelihcod -757.1422 Hannan-Quinn criter. 7.228589
F-statistic 80.95009 Durbin-Watson stat 0.484397
Prob(F-statistic) 0.000000
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Dependent Variable: SERVTRADE

Method: Panel EGLS (Cross-section random effects)
Date: 03/18/24 Time: 23:20

Sample: 2005 2022

Periods included: 18

Cross-sections included: 12

Total panel (balanced) observations: 216

Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic Prob.
FDI_INW 1.387133 0.193530 7.167548 0.0000
PCI 1.309686 0.211672 6.187341 0.0000
c -45.84247 11.18398  -4.098943 0.0001
Effects Specification
S.D. Rho
Cross-section random 10.70299 0.6228
Idiosyncratic random 8.329929 0.3772
Weighted Statistics
R-squared 0.249371 Mean dependentvar 4.350512
Adjusted R-squared 0.242323 S.D.dependentvar 9.906447
S.E. ofregression 8.623032 Sum squared resid 15837.97
F-statistic 35.38103 Durbin-Watson stat 0.400973
Prob(F-statistic) 0.000000
Unweighted Statistics
R-squared 0.086461 Mean dependentvar 24.111869
Sum squared resid 63030.28 Durbin-Watson stat 0.100755
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Redundant Fixed Effects Tests
Equation: Untitled
Testcross-section fixed effects

Effects Test Statistic d.f. Prob.
Cross-section F 41.375436 (11,202) 0.0000
Cross-section Chi-square 254.796596 11 0.0000

Cross-section fixed effects test equation:
Dependent Variable: SERVTRADE
Method: Panel Least Squares

Date: 03/18/24 Time: 22:51

Sample: 2005 2022

Periods included: 18

Cross-sections included: 12

Total panel (balanced) observations: 216

Variable Coefficient Std. Error t-Statistic Prob.
FDI_INW 2.550566 0.264998 9.624842 0.0000
PCI 0.384872 0.113173 3.400741 0.0008
C -3.143821 5.759588 -0.545841 0.5857
R-squared 0.339137 Mean dependent var 2411169
Adjusted R-squared 0.332932 S.D.dependentvar 17.91397
S.E. of regression 14.63110 Akaike info criterion 8.217968
Sum squared resid 45596.74 Schwarzcriterion 8.264847
Log likelihood -884.5405 Hannan-Quinn criter. 8.236907
F-statistic 54.65294 Durbin-Watson stat 0.243682
Prob(F-statistic) 0.000000
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Correlated Random Effects - Hausman Test
Equation: Untitled
Test cross-section random effects

Test Summary Chi-Sqg. Statistic Chi-Sq. d.f. Prob.

Cross-section random 17.253273 2 0.0002

Cross-section random effects test comparisons:

Variable Fixed Random Var(Diff.) Prob.
FDI_INW 1.420011 1.387133 0.001836 0.4429
PCI 1.780803 1.309686 0.022805 0.0018

Cross-section random effects test equation:
Dependent VVariable: SERVTRADE

Method: Panel Least Squares

Date: 03/18/24 Time: 23:21

Sample: 2005 2022

Periods included: 18

Cross-sections included: 12

Total panel (balanced) observations: 216

Variable Coefficient Std. Error t-Statistic Prob.
C -69.54930 13.20584 -5.266557 0.0000

FDI_INW 1.420011 0.198216 7.163972 0.0000
PCI 1.780803 0.260018 6.848759 0.0000

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.796852 Mean dependent var 24.11169
Adjusted R-squared 0.783779 S.D. dependent var 17.91397
S.E. of regression 8.329929 Akaike info criterion 7.140206
Sum squared resid 14016.32 Schwarzcriterion 7.358974
Log likelihood -757.1422 Hannan-Quinn criter. 7.228589
F-statistic 60.95009 Durbin-Watson stat 0.464397
Prob(F-statistic) 0.000000
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