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In recent decades, the digital economy has profoundly transformed the
global economic landscape, becoming a central pillar for driving innovation,
enhancing efficiency, and boosting productivity, This new environment relies
heavily on advanced digital infrastructure, the adoption of artificial intelligence
tools, and the Internet of Things, Countries that implement comprehensive digital
policies have become more capable of attracting foreign direct investment due to
their ability to provide flexible, secure, and high-performance ecosystems for
global investors.
The European Union’s experience between 2005 and 2023 underscores the
digital economy’s strategic role in enhancing market attractiveness, The
development of unified digital infrastructure and the adoption of joint digital

strategies significantly increased FDI inflows to member states, The euro,



]!

institutional stability, and competitive economies helped create a stable investment
climate, Despite the challenges posed by financial and geopolitical crises, the EU’s
digital transformation has proven to be a reliable foundation for long-term
investment confidence.

Moreover, digitalization opened new opportunities for improving
institutional efficiency by simplifying administrative procedures, reducing
operational costs, and promoting transparency, It also contributed to narrowing
development gaps among member states by encouraging innovation and
entrepreneurship, which revitalized local markets, These combined effects
incentivized multinational corporations to invest in an integrated European digital
space, making the digital economy a key driver of economic growth and
sustainable development across the region.

Keywords: Digital economy, European Union, foreign direct investment,

digitalization, artificial intelligence, digital infrastructure
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Dependent VVariable: FDI

Method: ARDL

Date: 04/02/25 Time: 13:20

Sample: 2008 2023

Included observations: 16

Dependent lags: 3 (Automatic)

Automatic-lag linear regressors (3 max. lags): ITC GDP
Deterministics: Restricted constant and no trend (Case 2)
Model selection method: Akaike info criterion (AIC)
Number of models evaluated: 48

Selected model: ARDL(3,2,3)

Variable Coefficient Std. Error t-Statistic Prob.*

FDI(-1) -1.400571 0.190992 -7.333126 0.0007

FDI(-2) -1.193086 0.184302 -6.473535 0.0013

FDI(-3) -0.882615 0.144384 -6.112986 0.0017

1TC 0.144587 0.111778 1.293517 0.2524

ITC(-1) 0.630105 0.184544 3.414397 0.0190

1ITC(-2) -0.637722 0.132293 -4.820539 0.0048

GDP -0.001246 0.000200 -6.232337 0.0016

GDP(-1) -0.000835 0.000233 -3.589951 0.0157
GDP(-2) -0.000812 0.000183 -4.432817 0.0068
GDP(-3) -0.000738 0.000167 -4.415606 0.0069

C 64.09211 9.007721 7.115241 0.0009
R-squared 0.968219 Mean dependent var 2.001250
Adjusted R-squared 0.904658 S.D. dependent var 1.239553
S.E. of regression 0.382743 Akaike info criterion 1.128945
Sum squared resid 0.732462 Schwarz criterion 1.660099
Log likelihood 1.968442 Hannan-Quinn criter. 1.156144
F-statistic 15.23281 Durbin-Watson stat 2.092953

Prob(F-statistic) 0.003855

“Note: p-values and any subsequent test results do not account for
model selection.
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Bound Test 2gaad) JLtd) milll gy Jgaa 12,12 Jga

Null hypothesis: No levels relationship
Number of cointegrating variables: 2
Trend type: Rest. constant (Case 2)
Sample size: 16

Test Statistic Value
F-statistic 32.915177
10% 5% 1%
Sample Si 1(0) 1(1) | 1(0) 1(1) | 1(0) (1)
30 2.915 3.695 ‘ 3.538 4.428 5.155 6.265
Asymptotic 2.630 3.350 3.100 3.870 4.130 5.000

*“1(0) and I(1) are respectively the stationary and non-stationary bounds.
(Eviews 13) =aby plasaal adbll slae] oo 1 yeall
o Fislor| Ol s 03 Jodl mop (ARDL) sl e Sl ) JUsVL
F i g el @ dr b il gl ab aus e ST (F= 32.915177) 4 ol
D01 nsme Slgien wie « (Pesaran et al. 2001) o IS sl g Joid n e Jad
b jly B symy pde Bedp b ol pdall B 23wl m3sed) s ) (JO10 5 %05
iyob A5y Be demy LSE Gl Al ) Olpate o Jrde LIS seag b o4 Liy =Y
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Dependent Variable: D(FDI)
Method: ARDL

Date: 04/02/25 Time: 13:20
Sample: 2008 2023

Included observations: 16
Dependent lags: 3 (Automatic)

Automatic-lag linear regressors (3 max. lags): ITC GDP
Deterministics: Restricted constant and no trend (Case 2)
Model selection method: Akaike info criterion (AIC)

MNMumber of models evaluated: 48
Selected model: ARDL(3.2,3)

Variable Coefficient Std. Error t-Statistic Prob.
COINTEQ™ -4.47627T1 0.308410 -14.51403 0.0000
D(FDI(-1)) 2075700 0.205667 10.09253 0.0000
D(FDI(-2)) 0.882615 0.100619 8.771840 0.0000

D(ITC) 0.144587 0.082011 1.763019 0.1159
D(ITC(-1)) 0.837722 0.092354 6.905179 0.0001

D(GDP) -0.001246 8.63E-05 -14.43749 0.0000
D(GDP(-1)) 0.001550 0.000154 10.09172 0.0000
D(GDP(-2)) 0.000738 0.000103 7.136189 0.0001

R-squared 0.982302 Mean dependent var =-0.264375
Adjusted R-squared 0.966816 S.D. dependent var 1.661048
S.E. of regression 0.302585 Akaike info criterion 0.7539845
Sum squared resid 0.732462 Schwarz criterion 1.140239
Log likelihood 1.968442 Hannan-Quinn criter. 0.773726
F-statistic 63.43182 Durbin-Watson stat 2.092953
Prob(F-statistic) 0.000002

=

p-values are incompatible with t-Bounds distribution.
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CE = FDI(-1) - (0.030599*ITC(-1) - 0.000811*GDP(-1) + 14.318193)
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Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation at up to 2 lags

F-statistic 0.211635 Prob. F(2,3) 0.8204
Obs*R-squared 1.978322 Prob. Chi-Square(2) 0.3719

(Eviews 13) b, plisal col) slas] oo 2 yiaall
Le (F-statistic) i oL L= 3 (3lid Llg Vi aes jLas = (05) Jgudi U T
s bl dSae sgmg pde gm Mg (0.05) ST a9 (Prob 0.8204) cal alas) (st
Skl 4o A" S8 pues (DBl AlSie dag ¥ Joi G a0 3" LB O g s & ey
o pme Mag ARDL 230631 il 385 jra jLas VI s OB ¢ g DLyl 8o 9y e s
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Heteroskedasticity Test: Breusch-Pagan-Godfrey
Null hypothesis: Homoskedasticity

F-statistic 0.271862 Prob. F(10,5) 0.9622
Obs*R-squared 5.635459 Prob. Chi-Square(10) 0.8449
Scaled explained SS 1.767809 Prob. Chi-Square(10) 0.9978
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