
 223 -313 ،(0602) جانفي ،10العدد -60المجلد ـــــــــــــــــوالدراساث ـــــــــــــــ للأبحاث الجزائزيت المجلت

 
313 

The relationship between financial liberalization policy and attracting 

foreign direct investment- A case study of a group of Arab Countries 

for the period 1990-2017 
 

*

mehassouel.said@univ-alger3.dz

fodil.fares@univ-alger3.dz

Mehassouel Said
 1*

, Fares Fodil
 2 

1 
Alger 3 University (Algeria) & 

2 
Alger 3 University (Algeria)  

Abstract:  

This study deals with financial liberalization policy and its effective role in 

attracting foreign direct investments, and directing it towards the most productive 

sectors to enhance economic growth, the study relied on the analytical descriptive and 

econometric approach, The study found the need to develop a clear strategy based on  

improving policies and removing obstacles that prevent the positive impact of such 

investment through working to develop their financial systems, and increase their 

effectiveness as a source of capital accumulation, and an important incentive for 

investment. 
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FDI =F(INF+ M2+ CP+ Kaopen+ TO) 

FDIt = B0 + B1CPt + B2INFt + B3M2t + B4TOt + B5 Kaopent + 

FDI

CP

INF:

M2:

TO:

KaopenKaopenChinn-Ito (KAOPEN) index

Menzie D ChinnHiro Ito

(Menzied. Chinn, 2007, p. 5

B0 , B1 , B2, B3, B4,.  :
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(Fixed effect model)

(Random effect  model) 

Hausman (1978

H0H1

Hausman

H0Random effect

H1Fixed effects. 

 

Fixed effects

Wooldridge (2002

Breusch-Pagan LM

WaldGreene (2000)

FGLS

 

FGLS
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Fixed effects

STATA 11.0 

Random effects

STATA 11.0 

F test that all u_i=0:     F(31, 859) =     9.63             Prob > F = 0.0000
                                                                              
         rho    .34142249   (fraction of variance due to u_i)
     sigma_e    3.6599191
     sigma_u    2.6352032
                                                                              
       _cons    -.9295395   .6287818    -1.48   0.140    -2.163668     .304589
      kaopen     1.352641   .5634716     2.40   0.017     .2466986    2.458583
          to     .0106474   .0042893     2.48   0.013     .0022286    .0190662
          m2     .0500962    .012151     4.12   0.000     .0262471    .0739454
         inf    -.0003932   .0004486    -0.88   0.381    -.0012737    .0004873
          cp     .0027473   .0122915     0.22   0.823    -.0213777    .0268722
                                                                              
         fdi        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                                                                              

corr(u_i, Xb)  = -0.1103                        Prob > F           =    0.0000
                                                F(5,859)           =      9.37

       overall = 0.1601                                        max =        28
       between = 0.3134                                        avg =      28.0
R-sq:  within  = 0.0517                         Obs per group: min =        28

Group variable: id                              Number of groups   =        32
Fixed-effects (within) regression               Number of obs      =       896

                                                                              
         rho    .23442978   (fraction of variance due to u_i)
     sigma_e    3.6599191
     sigma_u    2.0252814
                                                                              
       _cons    -.7809402   .6119951    -1.28   0.202    -1.980428    .4185481
      kaopen     .9018662   .4775911     1.89   0.059    -.0341951    1.837928
          to     .0164672   .0036123     4.56   0.000     .0093872    .0235472
          m2     .0325263   .0105718     3.08   0.002     .0118061    .0532466
         inf    -.0004753   .0004472    -1.06   0.288    -.0013519    .0004013
          cp     .0154778   .0114218     1.36   0.175    -.0069085    .0378641
                                                                              
         fdi        Coef.   Std. Err.      z    P>|z|     [95% Conf. Interval]
                                                                              

corr(u_i, X)       = 0 (assumed)                Prob > chi2        =    0.0000
Random effects u_i ~ Gaussian                   Wald chi2(5)       =     72.36

       overall = 0.2153                                        max =        28
       between = 0.4511                                        avg =      28.0
R-sq:  within  = 0.0472                         Obs per group: min =        28

Group variable: id                              Number of groups   =        32
Random-effects GLS regression                   Number of obs      =       896
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STATA 11.0

test d’Auto-correlation

STATA 11.0 

 test d’hétéroscédasticité des erreurs ر

STATA 11.0 

 estimating the effect model using FGLS method 

STATA 11.0

                (V_b-V_B is not positive definite)
                Prob>chi2 =      0.0209
                          =       13.28
                  chi2(5) = (b-B)'[(V_b-V_B)^(-1)](b-B)

    Test:  Ho:  difference in coefficients not systematic

            B = inconsistent under Ha, efficient under Ho; obtained from xtreg
                           b = consistent under Ho and Ha; obtained from xtreg
                                                                              
      kaopen      1.352641     .9018662        .4507748        .2990101
          to      .0106474     .0164672       -.0058198        .0023129
          m2      .0500962     .0325263        .0175699        .0059904
         inf     -.0003932    -.0004753        .0000821        .0000352
          cp      .0027473     .0154778       -.0127305        .0045415
                                                                              
                   fixed        random       Difference          S.E.
                    (b)          (B)            (b-B)     sqrt(diag(V_b-V_B))
                      Coefficients     

Based on 28 complete observations over panel units
Breusch-Pagan LM test of independence: chi2(496) =  1339.188, Pr = 0.0000

Prob>chi2 =      0.0000
chi2 (32)  =    1.0e+05

H0: sigma(i)^2 = sigma^2 for all i

in fixed effect regression model
Modified Wald test for groupwise heteroskedasticity

                                                                              
       _cons     .0635846   .1279617     0.50   0.619    -.1872157    .3143849
      kaopen     .2894953   .0866627     3.34   0.001     .1196395    .4593511
          to     .0186265   .0006048    30.80   0.000     .0174411    .0198119
          m2     .0002624   .0014112     0.19   0.852    -.0025034    .0030283
         inf    -.0000933   .0000801    -1.16   0.244    -.0002503    .0000637
          cp      .032484   .0021548    15.08   0.000     .0282607    .0367073
                                                                              
         fdi        Coef.   Std. Err.      z    P>|z|     [95% Conf. Interval]
                                                                              

                                                Prob > chi2        =    0.0000
                                                Wald chi2(5)       =   1312.80
Estimated coefficients     =         6          Time periods       =        28
Estimated autocorrelations =         1          Number of groups   =        32
Estimated covariances      =       528          Number of obs      =       896

Correlation:   common AR(1) coefficient for all panels  (0.6970)
Panels:        heteroskedastic with cross-sectional correlation
Coefficients:  generalized least squares


