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Abstract

Foreign direct investment is an essential source of external
money for emerging Central Asian nations that have limited access to
appropriate capital. This article studies the influence of foreign direct
investment and economic development on post-Soviet Union chosen
nations from 1993 to 2017 using panel data. | utilized ordinary least
squares (OLS) regressions. The empirical study is carried by utilizing
yearly data on GDP growth and other factors from 1993 to 2017. As a
result, we can conclude that the independent variables foreign direct
investment, inflation, export, government spending, and unemployment
rate are all significant to explain GDP growth because their
corresponding p-values of the t-statistic are less than 5% and thus have
an influence on GDP growth in selected Central Asian countries. These
results have ramifications for policymakers, the government, and
investors. The study had two specific goals: to determine whether or not
there is a long-run relationship between foreign direct investment and
economic growth, and to investigate whether or not there is a causal
relationship between foreign direct investment and economic growth in
these primarily selected Central Asian countries.

Keywords Foreign direct investment, post-Soviet Union, on economic growth such
as Tajikistan, Turkmenistan, Uzbekistan, and the Kyrgyz Republic countries.

Peslome

[IpsiMple WHOCTpaHHbIE HWHBECTULMU SIBJISIFOTCS OJHMM U3 OCHOBHBIX
WMCTOYHUKOB BHEIIHETro (PMHAHCHPOBAHMSA [T pa3BUBAIOIINXCS cTpaH LleHTpansHon
A3HH, KOTOpbIE UMEIOT OUEHb OTPAaHMUYEHHBIN JOCTYI K I0CTATOYHOMY KOJHYECTBY
Kanurtana. B mccienoBaHMM paccMaTpUBaeTCs ITOT JOKYMEHT, IIEJBI0 KOTOPOIo
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SIBJIICTCS] MU3YYCHUE BIIUSHUS MPSMbIX HHOCTPAHHBIX MHBECTHUIIMN 1 YKOHOMUYECKOTO
pocTa Ha OT/IebHbBIE CTPaHBl TIOCTCOBETCKOTO MPOCTpaHCTBa 3a nepuona 1993-2017
rr. C UCTIONb30BaHUEM MMaHENbHBIX JaHHbBIX. S| HCMOIB30BAT IPOCTYIO PETPECCHUIO TI0
METOJly HAUMCHBIIUX KBAJPaTOB, M OHMIHMPUYCCKHN aHAU3 MPOBOJIWICS C
KCIOJIb30BAaHUEM TOJIOBBIX JIAaHHBIX O POCTE BajOBOTO BHYTPEHHETO MPOAYKTa H
TIPYTUX TTepEMEHHBIX 3a Mmepuo sl ¢ 1993 mo 2017 roxa. M3 3T0T0 MBI MOXKEM ClIEIaTh
BBIBOJI, 4YTO HE3aBUCHMbIC NEPEMCHHBIC TPSMbIC WHOCTPAHHBIC WHBECTHUIIHH,
UHQISAIMSL, KCIOPT, TOCYAapCTBEHHBIC PAcXOlbl U YPOBEHb 0e3pabOTHIbI UMEIOT
BaXHOEC 3HAYCHUE JUISI OOBSICHEHHsS POCTa BaJOBOI'O BHYTPEHHETO MPOJYKTA,
MOCKOJIBKY COOTBETCTBYIOIIME MM P-3HAUCHHS t-CTATHCTHKU COCTAaBIISIOT MEHee 5
MPOIICHTOB M, TAKUM 00pa3oM, BIHSIOT Ha POCT BAJIOBOTO BHYTPEHHETO MPOAYKTa B
OTJENbHBIX cTpaHax lLleHTpambHOW A3uM. . DTH BBIBOABI HMMEIOT MPAKTHUYECKOE
3HAYEHHUE ISl TIOJMTUKOB, MPAaBUTEILCTBA M HMHBECTOPOB. MccienoBanue ObLIO
OCHOBAaHO Ha JIByX KOHKPETHBIX IIEJISX, KOTOPBIC BKJIIOYAIOT CYIIECTBYIOIIYIO
OOJITOCPOYHYIO B3aMMOCBA3bL MCKAY HNPAMBIMHM MHOCTPAHHBIMHU HWHBCCTULIUAMU H
9KOHOMHYECKHM POCTOM, a TaKKEe WCCIEJ0BaHNE CYIIECTBOBAHHUS MPHYHMHHO-
CIIC/ICTBEHHOM CBSI3M MEXAYy TPSIMBIMH HWHOCTPAHHBIMH WHBECTUIMAMH U
9KOHOMHYECKHM POCTOM B OTHX, B HYaCTHOCTH, OTOOpaHHBIX cTpaHax LleHTpansHOI
Azwnn.

KiroueBpie ciioBa: mpsiMble WHOCTPAHHBIC WHBECTULIUU, MOCTCOBETCKHIA
Co103, 5KOHOMHUYECKHI POCT, Takue Kak Tamkuknctad, TypkMeHUCTaH, Y30eKUCTaH
u Keipreizckas PecryOuka.

AbOcTpakT

CapMmosATy30pHH MYCTaKUMH XOpPHYA SKE a3 capyaliMaxod acoCHHU
Ma0Jiarry30pun OepyHa Oapou KuIlBapxou naap xomu pyuaédanna ngap Ocuéu
Mapxkasit mebomaa, ku 6a MEKIOPH KoUK capMos JacTpacHu XeJle Max Iy 1 JOpaH/I.
TaxkuKoT WH Makoiapo Xagapu OMY3HIIU TabCHUPU CAPMOSTY30PHH MYCTAKHUMU
XOpHUY# Ba PYILINA UKTUCOIA 0a KUILBAPXOH MMACOIIypaBil Aap AaBpau coiaxou 1993-
2017 60 ucrudonma a3 MabIyMOTH TaHeNnd meOomang. MaH perpeccusu OJUIMU
XYpATapHH -po uctro1a Kapam Ba TaXJIWIN SMIMPUKHA 00 HCTH(OAA a3 MABIyMOTH
coJioHa Jiap Oopan ad30uIIM MaYMyH MaxCyJIOTH JOXWIA Ba JUrap TarupédaHnaxo
nmap maBpau coixou 1993 to 2017 rysaponmma myn. A3 wH Xysoca OapoBapaaH
MYMKHH acT, KM Tarup&0aHAaxou MYCTaKWI CapMOSTY30pUH MYCTAaKUMH XOPHYI,
MauMyHd MaxCyJOTH AOXWIH, TaBappyM, COIUPOT, XapodOTH [aBJIATA Ba CaTXU
Oekopi Oapou TaB3ex JA0aHK a(h30UIIH MAYUMyH MaxCyJI0TH JOXHIIA aXaMHUSTH KaJOH
JOpaH, 3epO ap3UILXO0H JaxJIJOPH OHXO a3 5 % KaMTapaH[ Ba a3 uH py 0a ad3zoumn
MauMyd MaxCyJOTH JOXWJIR Jap KHULIBApXOM Jap MHCOIM TOYUKHUCTOH,
TypxmanucToH, Y30akucton Ba Yymxypun Kupruzucton maTHX0OUIyman Ocuén
Mapkasin tabcup MepacoHaHn. . HMH 003&pTX0 OKHOATXOM amanupo Oapou
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capmosry30poH (apo merupana. TaxkukoT 6a oy xagadu mymaxxac acoc édraact,
K¢ poOUTau Aapo3MyIaTH MaBYyjia OallHU CapMOSTY30pUXOU MyCTaKHMU XOPUYi Ba
PYIIIU UKTHCOIUPO Jap Oap MErupaj Ba WHUYYHWH TaXKUKUA MaBUYJIHITH pOOWTAH
cababi GaliHu CapMOSTy30pPUXOM MYCTAaKUMHU XOPUY# Ba PYIIAM MUKTHCOANA Jap WH
KHIIBapXOH Jap MUCOIH To4ukucToH, TypKMaHHCTOH, Y30aKUCTOH Ba YyMxypuu
Kuprusncron uatnxoomryaan Ocuén Mapkazupo nap 6ap Merupa.

Kamugsoxkaxo: CapMosry30puxou MYCTaKMMH XOpH4il, Oabld a3 Houl XypOaHu
Urtnxomn IllypaBum  omm Oa pymad HWKTHCOAA Oap MHCOIH TOYHUKHUCTOH,
Typxmanucton, Y306akucton Ba Yymxypun KuprusucTton.

1. Introduction

Foreign direct investment is defined as an international venture in which an
investor resident in the home economy gains a long-term influence on managing a
partner company in the host country by the International Monetary Fund and the
Organization for Economic Cooperation and Development. Such long-term influence
should be expected when voting shares or rights owned by a multinational corporation
account for at least 10% of a foreign firm's total voting rights. Weinberger and
Contessi (2009). Foreign direct investment can also be observed from the standpoint
of the host country, which records its foreign direct investment inflows, other
liabilities, and other liabilities in the balance of payments, or from the standpoint of
the domestic economy, which records them as foreign direct investment asset classes.
Furthermore, the European Union's 2013 report on international trade and foreign
direct investment states that globalization impacts the economy via external
commerce in products and services, financial flows, and the movement of people
linked with cross-border economic activity.

Furthermore, there are two primary sources of trade statistics: -the first is
international trade in goods statistics, which provide highly detailed information on
the value and quantity of international trade; and -the second is a balance of payments
statistics, which record all of an economy's transactions with the rest of the world.

Following the dissolution of the Union of Soviet Socialist Republics (USSR)
in the early 1990s, various investment possibilities in former Soviet Union nations
arose. Previously, these countries were in a planned economy, were industrialized,
and had relatively inexpensive but well-educated labour, although at varying degrees.
The transition era started almost concurrently in these nations, with varying inherited
institutions, reform pathways, income levels, and beginning circumstances.
Furthermore, during the transition era, foreign direct investment was an essential
source of managerial skills and contemporary technology for reorganizing local
industries and firms.
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In 1991, all Central Asian nations gained independence. Many parallels in the
earliest circumstances demonstrate their shared history, geographic proximity, and
culture. For more than 70 years, they were all part of Soviet Union nations. They are
all geographically landlocked. However, there are differences in population size,
historical production specialty, neighbors, land sizes and scenery, and natural resource
endowment. Kazakhstan, for example, has the most land area, borders China and
Russia, and has more vital road and rail links between these two nations. It is rich in
oil, gas, metals, and agricultural land. Tajikistan is the second smallest nation in
Central Asia; combined with Kyrgyzstan, and they form the lesser Central Asian
territory in terms of population and area — they also have hilly terrains, as well as
mountainous borders with Afghanistan and China. Uzbekistan has an enormous
population, significant natural gas reserves, and ideal cotton-growing conditions
compared to these two nations. Turkmenistan is likewise rich in natural gas, although
it is lightly inhabited.

Volume 1, No. 2/ July-Dec 2021

Most Central Asian nations rely on natural resources, and the region's exports
are highly concentrated on a few core items whose prices are dictated by global
markets. Because of this commodity concentration, the economies are sensitive to oil
price volatility and too exposed to global commodity market trends. Since the
dissolution of the former Soviet Union, Turkmenistan, Uzbekistan, and the Kyrgyz
Republic have implemented considerable legislative changes to attract foreign direct
investment into their energy industries. Turkmenistan has been the most successful in
attracting international investment of the three nations. However, all three republics
confront substantial obstacles and constraints in furthering the development of oil and
gas infrastructure.

Tajikistan receives the least foreign direct investment. The dynamics of
foreign direct investment inflows into Uzbekistan have also slowed in 2015-2016.
From 1993 to 2017, foreign direct investment inflows were variable in all four nations.

Natural resources located in these countries

Tajikistan Turkmenistan Uzbekistan Kyrgyz Republic
Mining Oil and gas Processing of oil and gas  Services

Link Processing of oil and gas  Chemical industry Metallurgy
Financial ~ Chemical industry Oil and gas Processing of oil and
services gas

Another main receiver of foreign direct investment in industries is local
service markets in all Central Asian nations. Real estate operations, commerce,
banking, construction, and communications are examples of these. These industries
account for a disproportionately actual GDP in Kyrgyzstan and Tajikistan, both of

47 |MIEOS



MINHAL
owrnal of
Economics
IORGANIZATION

Sclence

which lack significant hydrocarbon reserves. Several foreign direct investments are
coming into the Kyrgyz Republic and Uzbekistan in processing sectors such as
machine-building, food industry, and textile industry. Except for a hydroelectric
power project in Tajikistan and near air and rail transit in Uzbekistan, energy and
transportation facilities get a modest foreign direct investment. Mechanisms for
public-private partnerships in the area are still in their infancy. Agriculture receives
little or no investment in any of these nations.

Volume 1, No. 2/ July-Dec 2021

The European Union (EU), the Russian Federation, and China, Central Asia's
primary economic partners, are significant investors. However, the amount to which
they are present varies. The Russian Federation, China, and Gulf countries are the
largest sources of foreign direct investment in Turkmenistan's economy; however, in
the other three countries, its role is much smaller, and only China, which ranked first
in Tajikistan from 2005 to 2015, and Russia, which ranked second, are vital investors.
China is the largest investor in Tajikistan, Kyrgyzstan, and Uzbekistan, with a
considerable stake in both countries.

Foreign Direct Investmet % of GDP from Tajikistan,
Turkmenistan, Uzbekistan and Kyrgyz Republic from 1993 t02017
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Figure 1 Source: World Bank Foreign Direct Investment for selected countries

The above findings in Table 1 and Figure 1 indicate the trend of foreign direct
investment from 1993 to 2017. In 1993 the minimum value of the foreign direct
investment was 0.55 % of gross domestic product for Tajikistan, 2.48 % of gross
domestic product for Turkmenistan, 0.36 % of gross domestic product for Uzbekistan,
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and 0.49 % of gross domestic product for the Kyrgyz Republic. While the maximum
value of foreign direct investment % of gross domestic product) is calculated as 1.50
% of gross domestic product for Tajikistan, 6.09 % of gross domestic product for
Turkmenistan, 0.19 % of gross domestic product for Uzbekistan, and -1.41 for the
Kyrgyz Republic in 2017. There has been a steady increase in foreign direct
investment % of (gross domestic product) values over the past 25 years. This means
that the economic growth of Central Asian countries has seen fluctuating trends for
the last 25 years.

Volume 1, No. 2/ July-Dec 2021

1.1 Problem statement

Central Asian nations have the following challenges in attracting foreign
direct investment: a lack of infrastructure for a free market economy, isolation from
the process of economic integration, and fundamental reliance on one another. It is
critical, particularly in Central Asian nations where foreign direct investment is
significant. Furthermore, they are opposed based on the two previously presented
hypotheses of seizing the hand an assisting hand. However, the majority of studies
have shown the validity of both views. According to theory, corruption has varied
consequences on different nations.

Some Central Asian countries, such as Turkmenistan, have attracted
considerable sums of foreign direct investment; these economies are among the
world's top investment destinations. Other countries (Tajikistan, Uzbekistan, and the
Kyrgyz Republic) have had less success attracting foreign direct investment. Foreign
direct investment in Central Asia is turbulent and does not seem to follow economic
cycles; its dynamics are determined more by the timelines for significant investment
projects.

One of these four nations is developed, while the others are developing. The
impacts of corruption on chosen nations are equivocal, as seen by the graphs in the
study background for each country from 1993 to 2017. Each graph demonstrated that
corruption and foreign direct investment had positive and negative connections over
the studied period.

Although no nations demonstrated a consistent link, the levels of corruption
in all examined countries did not change significantly over the study period. This
makes it less probable that the same amount of corruption will negatively impact
foreign direct investment throughout the time. As a result, this research may infer that
a positive or negative association between corruption and foreign direct investment
exists in four Central Asian nations.

1.2 The objective of the study

49| MJEOS



MINHAL
ouwrnal of
;Economk:s
IORGANIZATION
sesnce Volume 1, No. 2/ July-Dec 2021

The general objective of this study is to examine the relationship between
foreign direct investment inflows and economic growth in four selected Central Asia,
Tajikistan, Turkmenistan, Uzbekistan, and the Kyrgyz Republic countries from the
year 1993 to 2017. While the specific objectives are:

> Findings the impact of foreign direct investment on economic growth in four
selected Central Asia countries.

> This paper is aimed to find out whether foreign direct investment has a
significant effect on the gross domestic product of understudy countries.

13 Specific objectives
Specifically, this study intended to:

Investigate the long-run relationship between foreign direct investment and
economic growth in selected Central Asian countries. Examine the existence of the
causal relationship between foreign direct investment and economic growth in
selected Central Asian countries.

14 Research questions

> What impact does foreign direct investment have on economic growth in four
selected Central Asian (Tajikistan, Turkmenistan, Uzbekistan, and the Kyrgyz
Republic) countries?

> What is the impact of other included explanatory variables (Inflation, Export,
Government Spending, and Unemployment Rate) in the model on the gross domestic
product in understudy economies?

15 Statement of Hypotheses

The study's key arguments were summarized into the following hypotheses,
and the analysis was conducted based on expectations

HO: Foreign direct investment has no impact on the GDP.

H1: Foreign direct investment has a considerable negative / positive impact on GDP.
HO: Inflation has no impact on GDP.

H1: the amount of inflation (I) has a considerable positive/negative influence on GDP.
HO: Export does not affect GDP growth in Central Asian nations' economies.

H1: The number of exports has a positive/negative influence on GDP growth in the
Central Asian select nations' economies.
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HO: Government spending does not influence GDP growth in Central Asian select
nations' economies.

Volume 1, No. 2/ July-Dec 2021

HI1: Government spending has a considerable positive/negative influence on GDP
growth in Central Asian select nations' economies.

HO: Unemployment does not affect the Central Asian economies' GDP growth.

H1: The unemployment rate has a positive/negative influence on GDP growth in the
Central Asian chosen nations' economies.

1.6 The Importance of Research

This research examines the effect of corruption on foreign direct investment
in four Central Asian countries (Tajikistan, Turkmenistan, Uzbekistan, and the
Kyrgyz Republic). Foreign direct investment and economic development in these
nations have a link; nevertheless, the relationship has altered through time. Thus,
panel data analysis will be used to assess if the host country's corruption has a positive,
negative, or insignificant role in attracting foreign direct investment inflows.

Furthermore, this research broadens the model of foreign direct investment's
influence on economic development in Central Asia's chosen nations by including
other important factors that affect GDP growth, such as foreign direct investment,
inflation, export, government expenditure, and unemployment rate.

2. Empirical literature

There are several studies conducted by many researchers concerning foreign
direct investment and economic growth. Their findings show that there is still
confusion about the exact impact of foreign direct investment on economic growth in
the countries under study. Whiles some conclude there is a positive relationship,
others find a negative relationship. Therefore, this study seeks to review some of these
studies relevant to my study to examine the impact of foreign direct investment and
economic growth using data from four different countries (Tajikistan, Turkmenistan,
Uzbekistan, and the Kyrgyz Republic) spanning 1993-2017.

In domestic economic literature, most studies analyze the effects of foreign
direct investment in the Central Asian county's economy at the macroeconomic,
regional, and sectoral levels and develop practical recommendations for policies to
attract such investments in Central Asia. Are the work of E. V. Balatskoy, V. V.
Bocharov, S. V. Voronina, V. p. Evstigneeva, S. M. Kadognikov, D. A. Koichueva,
R. R. Lepshokova, F. M. Topsakhalovoe, P. Fischer, and others.

For example, according to Anochiwa Lasbrey, Michael Enyoghasim,
Agbanike Tobechi, Nkechi Uwajumogu, Basil Chukwu, and Ololo Kennedy, (2018),
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foreign direct investment plays a critical role in accelerating a host country's economic
growth, particularly in developing and Organization for Economic Cooperation and
Development countries. The articles evaluated provide a decent representative of
various empirical efforts over the last three decades. It investigates the link between
FDI and economic development from 1980 to 2018. The outcome is varied but
substantially biassed toward a considerably beneficial impact of foreign direct
investment on economic development [p.309-318].

Volume 1, No. 2/ July-Dec 2021

Evidence Mulatie Chanie (2017) discovered, in this empirical investigation,
a positive and statistically significant influence of foreign direct investment on
economic development in Ethiopia, but with a size that is lower than the relative
impact of domestic capital investment on economic growth. Recent research suggests
that African nations, particularly Ethiopia, have seen a considerable rise in foreign
direct investment inflows. Furthermore, foreign direct investment has been seen as a
critical source of capital inflows and economic development enhancers. As a result,
the primary goal of this work is to empirically explore the influence of foreign direct
investment on economic development using a simultaneous equation econometric
model and the ordinary least square (OLS) estimate approach using time-serious data
from 1974 to 2014. Furthermore, to attract this foreign direct investment, Ethiopia
made certain moves toward liberalising trade and macroeconomic regimes and
proposing some measures targeted at enhancing the regulatory frameworks for foreign
direct investment. [p.58301-58306]

Ergin Akalpler and Hemn Adil (2017) examined the influence of foreign
direct investment on economic development using Singapore as a model nation.
Between 1980 and 2014, the researchers used a Vector Error Correction Model using
World Bank data statistics. The findings provide significant evidence that there is no
long-run link or causation between gross savings, foreign direct investment, trade, and
gross fixed capital creation. However, negative correlations were established between
the gross domestic product and gross savings and between the gross domestic product
and foreign direct investment and international trade. In contrast, gross fixed capital
accumulation was shown to be favourably connected to economic growth. [3 pages
208-215]

Ronald K. and S. Wakyereza (2017) discovered that foreign direct investment
has a negative impact on economic growth in Uganda. While the short-run impulse
response indicates that tourism will have a negative impact on economic growth, the
long-run impact becomes positive but de minimis. As a result, processes must be
implemented to make Uganda a more appealing tourism destination than other areas.
The study's main goal is to assess the effect of foreign direct investment on economic
development, employment, and poverty reduction in Uganda. [4 p.38-48] Formalized
paraphrase
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Najabat Ali and Hamid Hussain (2017) discovered that foreign direct
investment positively affects economic growth. Foreign direct investment is often a
critical driver of global economic integration. The present article seeks to examine the
influence of foreign direct investment on Pakistan's economic development. The
research makes use of time-series data from 1991 to 2015. To evaluate data, the
research use correlation and multiple regression analysis approach. They discovered
that foreign direct investment had a beneficial influence on Pakistan's economic
development. [p.163-170]

Emmanuel Isaac John (2016) discovered that foreign direct investment had a
favourable and considerable influence on the gross domestic product. It was also
discovered that the exchange rate had a positive but non-significant influence on GDP.
Thus, the study determined that foreign direct investment had a beneficial influence
on economic development in Nigeria, as opposed to the conclusions and beliefs of
certain scholars and other stakeholders that foreign direct investment has a detrimental
effect on Nigeria's economic growth. There have been disagreements on the impact of
foreign direct investment on the host country's economy. While some researchers
believe there is a good impact, others believe there is a detrimental effect. Against this
context, this research investigated the impact of foreign direct investment on Nigerian
economic development. The research included the years 1981 to 2015. [p. 250-265]
Formalized paraphrase

Keho and Yin (2015), for example, studies of foreign direct investment,
exports, and economic growth: some African evidence Between 1970 and 2013, the
research looked at the link between foreign direct investment, exports, and economic
development in 12 Sub-Saharan African nations. The multidimensional technique to
joint integration developed by Johansen was used, and the findings show that these
three variables are integrated into 10 nations. According to his research, economic
development has a long-term favourable influence on foreign direct investment in five
nations. In the four nations, exports are favourably related to foreign direct
investment. Granger's test results are also inconsistent among nations. The findings
reveal a short-term bi-directional causal link between foreign direct investment and
GDP and a unidirectional causal association between GDP and exports in Ghana.
There is a bidirectional causal relationship between foreign direct investment and
exports in Benin. Exports in Benin, the Democratic Republic of the Congo, and Gabon
are driven by GDP. Foreign direct investment is the driving force behind exports in
Cote d'lvoire and Kenya. GDP and exports drive foreign direct investment in Benin,
Burkina Faso, Gabon, and Senegal in the long run. In Cameroon, Cote d'Ivoire, and
South Africa, there is a bidirectional causal relationship between foreign direct
investment and GDP. At the same time, in the Democratic Republic of the Congo,
there are a bidirectional causal link between foreign direct investment, GDP, and
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exports. There is a bidirectional causal link between Ghana's GDP and exports and
Kenya's foreign direct investment. [p. 209-219] Formalized paraphrase

Volume 1, No. 2/ July-Dec 2021

3. Data And Methodology

The study has examined panel data for 25 years, from 1993 to 2017. To test
the three hypotheses, multiple regression analysis was conducted using gross domestic
product growth as the dependent variable, foreign direct investment, Inflation, Export
% of gross domestic product, Government Spending % of gross domestic product, and
unemployment as the five independent variables.

3.1 Model Specification

This study describes a model that includes variables that indicate the
distinctive appeal and qualities of Central Asian nations such as Tajikistan,
Turkmenistan, Uzbekistan, and the Kyrgyz Republic.

The model explores the link between foreign direct investments and a subset
of Central Asian nations from 1993 to 2017. The dependent variable, GDP growth,
was calculated as a function of the following independent variables: foreign direct
investment, inflation, exports, government spending, and unemployment rate. This
assertion is stated in functional terms as follows:

Gross domestic product growth =F(foreign direct investment, Inflation,
Export, Government Spending, and Unemployment Rate) -- (1)

The ordinary least square (OLS) linear regression equation based on the above
functional relation is;

Y= a0+ alx1 + a2x2 + a3x3 + a4x4+ a5x5+pn 2)

The equation can further be written in econometric and linear form as;

Gross domestic product = a0+al Foreign direct investment + a2 Inflation + a3
Export + 04 Government Spending + a5 Unemployment Rate +[l ----------------

(4)

Where;

ao = intercept
L = error term

The model was logged to break them into a smaller digit and avoid the
problem of large numbers.
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Log Gross domestic product growth-1 = a0+Logal Foreign direct investment +
Loga?2 Inflation + Logoa3 Export + Loga4 Government Spending + Logal
Unemployment Rate +| ----- (5)

Volume 1, No. 2/ July-Dec 2021

The priority expectations are a/>0 a2, >0, o3> 0, a4> 0, a5> 0, and, 0 a6>
0 which means we expect a positive relationship between the dependent variable and
the independent variables.

4. Empirical, Results, and Interpretation

The part includes the response rate, descriptive statistics, and data correlation
analysis. The section also analyses the study findings and offers the regression model
results.

4.1 Data analysis and presentation of findings

The empirical outcomes of our regressions are presented in this portion of the
study paper. It is also vital to provide precise explanations and interpretations of the
results. This section examines the relationship between foreign direct investment and
economic development in a sample of 25 Central Asian provinces from 1993 to 2017,
including Tajikistan, Turkmenistan, Uzbekistan, and the Kyrgyz Republic. The
principal regression model was covered in the preceding section. Nonetheless, we will
evaluate alternative regression models to avoid producing misleading findings.

4.2 Descriptive Statistics Interpretation

Descriptive statistics were used to describe the acquired data in terms of
mean, standard deviation, maximum and lowest values.

Table 1. The Summary of Descriptive Statistics

Variables Mean Std.Dev Min Max Obviations
years 2005 7.247431 1993 2017 N =100
overall 7.359801 1993 2017 n=25
between 0 2005 2005 T= 4
within

Ln GDP Growth  4.246935 7.335731  -21.3 16.5 N =100
overall 6.071215  -15.97125 10.00304 n=25
between 4.250912  -12.14919 15.01819 T= 4
within

Ln FDI GDP 4158536 .4930316  -1.002669 1.352637 N =100
overall 241275 -.1512418 .7633198 n=25
between 4320076  -1.060581 1.303837 T= 4
within

Ln Inf 1.08148 3022731 .4313638 1.625621 N =100
overall 2571816  .7518007 1.565047 n=25
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between .1650182 .6395202 1.418303 T= 4
within

Ln EX GDP 1.564397 .2428177 .9566486 1.994581 N =100
overall 1403379 1.2740065 1.746734 n=25
between 1996561 1.163841 1.914541 T= 4
within

Ln GS 1.166887 .1240488  .8645111 1.389875 N =100
overall .0478197 1.063721 1.268454 n=25
between 1174636  .8756078 1.3467 T= 4
within

Ln UR .8429222 .1820092 .3986343 1.098644 N =100
overall .0566452 .6892614 19179151 n=25
between 173251 .5206136 1.043411 T=
within

Country 2.5 1.123666 1 4 N =100
overall 0 2.5 2.5 n=25
between 1.123666 1 4 T= 4
within

Source: Research Findings

Results of Table 1 shows the average Gross domestic product of 4.246935
with maximum and the minimum Gross domestic product being 16.5 and -21.3. The
result also shows that the standard deviation of the Gross domestic product is
7.335731 from 100 observations.

The findings indicate that the average foreign direct investment is .4116632
with minimum and maximum values of -1.002699 and 1.352637, and the standard
deviation of the foreign direct investment is .4897186 from 100 observations.

The findings indicate that the average inflation is .4116632 with minimum
and maximum values of .4313638 and 1.625621, and the standard deviation of the
inflation i5.305198. The findings indicate that the average export is 1.564397 with
minimum and maximum values of .8645111 and 1.389875, and the standard deviation
is .1240488.

The findings indicate that the average Government Spending is 1.166887 with
minimum and maximum values of .8645111 and 1.389875, the standard deviation of
the Government Spending is .1240488. The findings indicate that the average
Unemployment Rate is .8429222 with minimum and maximum values of .3986343
and 1.098644, the standard deviation of the Unemployment Rate is .1820092.

Table 2. The result of panel regression Random-effects generalized least squares
(GLS)
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Random-effects GLS regression  No. of Obs=100

Group variable: countryl No. of groups=4
R-sq: within=0.4902 Obs per group min=25
Between=0.0933 avg=25.0
Overall=0.3547 Max=25

Wald chi2(5) = 5167
Corr (u_i, Xb) =-0 (assumed) Prob> chi2 =0.0000
GDP Growth  Coef. Std. Err z P>|z| 95% Conf Interval
LnFDIGDP .303438 1.608585 0.19 0.850 -2.849331  3.456207
LnINF -10.44917 2.412614 -4.33 0.000 -15.17781  -5.720532
LnEXPGDP  -2.672542 2.994767 -0.89 0.372 -8.542177  3.197094
LnUR 5.295284 3.715089 1.43 0.154 -1.986155 -12.0067
LnGOVSP -22.79329 5.503463 -4.14 0.000 -33.57988  -12.0067
_cons 41.73591 10.04439 4.16 0.000 22.04928  61.42255
sigma_u |0

sigma_e | 4.7290221
rho | O (fraction of variance due to u_i)
Source: Research Findings

The finding in table 2 indicates a positive relationship between foreign direct
investment and economic growth the

R-sq within Between Overall
0.4902 0.0933 0.3547

Findings of table 13 indicate that the R-square within and between is 0.4902
and 0.0933. However, the table shows that the overall R-sq is 0.3547, which indicates
that the independent variables in the study explain 49% of the dependent variable, the
rest 51% is unexplained by the independent variables in the study, which indicates
that further study is required for other independent variables to fulfil the 51% variables
unexplained by the independent variables in the study.

According to the result, we can see that the foreign direct investment
coefficient value is .303438and the standard deviation is 1.608585. The coefficient
value of foreign direct investment shows a positive value and does not significantly
affect the gross domestic product growth of Central Asian countries. So, we accept
the null hypothesis, i.e., foreign direct investment positively affects gross domestic
product growth of the Central Asian Tajikistan, Turkmenistan, Uzbekistan, and the
Kyrgyz Republic countries economy.
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From the above table, we can see that the coefficient value of inflation is -
10.44917and the standard deviation is 2.412614. The coefficient value of inflation
shows the negative value, and it significantly affects the growth of gross domestic
product of Central Asian countries at1% significant level. So, we accept the null
hypothesis, i.e. Inflation has a negative effect on gross domestic product growth of
the Central Asian Tajikistan, Turkmenistan, Uzbekistan, and the Kyrgyz Republic
countries economy.

Volume 1, No. 2/ July-Dec 2021

The coefficient value of export is -2.672542, and the standard deviation is
2.994767. The coefficient value of export shows a negative value and does not
significantly affect the growth of gross domestic product of Central Asian countries.
So, we accept the null hypothesis, i.e. Export has a negative effect on gross domestic
product growth of the Central Asian Tajikistan, Turkmenistan, Uzbekistan, and the
Kyrgyz Republic country's economy.

We can see that the coefficient value of government spending is -22.79329,
and the standard deviation is 5.503463. The coefficient value of government spending
shows the negative value, and it significantly affects the growth of gross domestic
product of Central Asian countries at a 1% significant level. So, we accept the null
hypothesis, i.e., government spending negatively affects gross domestic product
growth of Central Asian Tajikistan, Turkmenistan, Uzbekistan, and the Kyrgyz
Republic country's economy.

From the above table, we can see that the coefficient value of unemployment
is 5.295284, and the deviation is 3.715089. The coefficient value of the
Unemployment Rate shows a positive value and does not significantly affect the
growth of gross domestic product of Central Asian countries at a 1% significant level.
So, we accept the null hypothesis, i.e. Unemployment rate has a positive effect on
gross domestic product growth of Central Asian Tajikistan, Turkmenistan,
Uzbekistan, and the Kyrgyz Republic country's economy.

Finding of the result from panel regression Random-effects GLS Model

Positively and Significant Negatively and significantly

Foreign direct investment positively Inflation negatively and significant

but not significant

Unemployment Rate positively but not  Government Spend negatively and significant
significant

Export positively but not significant

The result of panel regression Fixed-effects (within) regression

Fixed-effects (within) regression  No. of obs=100
Group variable: countryl No. of groups=4
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R-sq: within=0.6040 Obs per group min=25

Between=0.4893 avg=25.0

Overall=0.1235 Max=25

F (5.91) =27.76

Corr (u_i, Xb) =-0.7957 Prob>F =0.0000

LnGDP Growth Coef. Std. Err P>[t| 95% Conf Interval

LnFDIGDP 2.779412  1.376878 2.02 0.046 .0444129 5.514412

LnINF -6.311012  2.190764 -2.88  0.005 -10.6635 -
1.960128

LnEXPGDP -5.700768  2.699452 -2.11  0.037 -11.0629 -
.3386377

LnGOVSP -27.44613  6.471933 -4.24  0.000 -41.30183 -
14.59043

LnUR 48.36406  9.067802 5.33 0.000 30.35198 66.37613

_cons 10.09487  13.65049 0.74 0.461 -17.02015  37.20989

sigma_u | 9.7851333
sigma_e | 4.7290221
rho | .81065803 (fraction of variance due to u_i)
Ftestthatall u_i=0: F(3,91)= 2091 Prob > F =0.0000
Source: stata output
Source: Research Findings

The finding in table 3 indicates a positive relationship between FDI and economic
growth the

R-sq within Between Overall
0.6040 0.4893 0.1235

Table 13 indicate that the R-square within and between is 0.6040 and 0.4893.
However, the table shows that the overall R-sq is .01235, which indicates that the
independent variables in the study explain 60.4% of the dependent variable, the rest
39.6% is unexplained by the independent variables in the study, which indicates that
further study is required for other independent variables to fulfil the 39.6% variables
unexplained by the independent variables in the study.

We can see that the foreign direct investment coefficient value is 2.779412,
and the standard deviation is 1.376878. The coefficient value of foreign direct
investment shows a positive value, and it significantly affects the gross domestic
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product growth of Central Asian countries at a 5% significant level. We accept the
null hypothesis, foreign direct investment positively affects gross domestic product
growth of the Central Asian Tajikistan, Turkmenistan, Uzbekistan, and the Kyrgyz
Republic countries economy.

We can see that the coefficient value of inflation is -6.311012, and the
standard deviation is 2.190764. The coefficient value of inflation shows the negative
value, and it significantly affects the growth of gross domestic product of Central
Asian countries at1% significant level. We accept the null hypothesis, i.e. Inflation
has a negative effect on gross domestic product growth of the Central Asian
Tajikistan, Turkmenistan, Uzbekistan, and the Kyrgyz Republic countries economy.

The coefficient value of export is -5.700768, and the standard deviation is
2.699452. The coefficient value of export shows the negative value, and it
significantly affects the growth of gross domestic product of Central Asian countries
at a 5% significant level. We accept the null hypothesis, i.e. Export has a negative
effect on gross domestic product growth of the Central Asian Tajikistan,
Turkmenistan, Uzbekistan, and the Kyrgyz Republic country's economy.

The coefficient value of government spending is -27.44613, and the standard
deviation is 6.471933. The coefficient value of government spending shows the
negative value, and it significantly affects the growth of gross domestic product of
Central Asian countries at a 1% significant level. We accept the null hypothesis, i.e.,
government spending negatively affects gross domestic product growth of Central
Asian Tajikistan, Turkmenistan, Uzbekistan, and the Kyrgyz Republic country's
economy.

The coefficient value of unemployment is 48.36406and the deviation is
9.067802. The coefficient value of the Unemployment Rate shows a positive value,
and it significantly affects the growth of gross domestic product of Central Asian
countries at1% significant level. We accept the null hypothesis, Unemployment rate
has a positive effect on gross domestic product growth of Central Asian Tajikistan,
Turkmenistan, Uzbekistan, and the Kyrgyz Republic country's economy.

Finding of the result from panel regression Fixed-effects (within) model

Positively and Significant Negatively and significantly
Foreign direct investment positively and Inflation negatively and significant
significant

Unemployment Rate positively and Export negatively and significant
significant

Government Spend negatively and
significant
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Table 4. The result of the correlation

Year INnGDP LnFDI Lninf Ln LnGS Ln UR
Export
Year 1.0000
LnGDP 0.5467*  1.0000
G 0.0000
LnFDI 0.2604*  0.2651* 1.0000

0.0089 0.0077

Ln INF -0.7447* -0.4657* -0.4132* 1.0000
0.0000 0.0000 0.0000

Ln -0.4154*  -0.0829 0.2743*  0.2272* 1.0000
Export 0.0000 0.4123 0.0003 0.0230
LnGS -0.0979  -0.3369* -0.3535* 0.0083 - 10000
0.3326 0.0006 0.0003 0.9350  0.3696*
0.0002

LnUR 0.1133 0.0879 -0.3438* -0.0264 - 0.2021*  1.0000
0.2617 0.3846 0.0005 0.7943  0.3398* 0.0437
0.0005

Country  0.0000 0.0322 0.5273*  -0.1127 0.3002* - -
1.0000 0.7508 0.0000 0.2643  0.0024  0.6544* 0.5412*
0.0000 0.0000

4.3 Correlation analysis

The above table shows that foreign direct investment and gross domestic
product growth has a positive relationship, when foreign direct investment increased
by 0.2604*, the value of gross domestic product also increased by 1 and when foreign
direct investment decreased by 0.2604* at the same amount the value of gross
domestic product also decreased.

Inflation and gross domestic product growth have a negative relationship,
when inflation increased by -0.7447* the value of gross domestic product decreased
by 1 and when inflation decreased by -0.7447* at the same amount as the value of
gross domestic product also increased.

Export and gross domestic product growth have a negative relationship i.e.,
when export increased by -0.4154* the value of gross domestic product decreased by
1. When inflation decreased by -0.4154* at the same amount, the value of gross
domestic product also increased.
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Government Spending and gross domestic product growth have a negative
relationship i.e., when government spending increased by -0.0979, the value of gross
domestic product decreased by 1. When government spending decreased by -0.0979
at the same amount, the value of gross domestic product increased.

Unemployment Rate and gross domestic product growth have a positive
relationship i.e. when the unemployment rate increased by 0.1133, the value of gross
domestic product also increased by 1, and when the unemployment rate decreased by
0.1133 at the same amount, the value of gross domestic product also increased.

5. Conclusion and summary of the study

Based on the study's result, we concluded that foreign direct investment
positively and significantly affects the economic growth of selected post-Soviet Union
countries. Well, inflation is a negative and significant effect on the economic growth
of selected countries. According to the study, export is positively and significantly
influent on the economic growth of selected countries. When we see the government
spending, it is negatively and significantly influencing the economic growth selected
of post-Soviet Union countries. At last, the independent variable, the unemployment
rate, is positively and significantly affects the economic growth of the selected post-
Soviet Union countries such as Tajikistan, Turkmenistan, Uzbekistan, and the Kyrgyz
Republic.

This research studied the location-specific impact of foreign direct investment
to understand better how economic growth may attract foreign direct investment and
acquire capital and technology. The examined determinants are based on previous
research and economic theories. This study examined the impact of foreign direct
investment on post-Soviet Union countries (namely Tajikistan, Turkmenistan,
Uzbekistan, and Kyrgyzstan) for 1993-2017. The main reason was to analyze how
foreign direct investment affects economic growth on post-Soviet Union's collect
those countries. The dependent variable is gross domestic product growth, and other
variables independent foreign direct investment, Inflation, Export % of gross domestic
product, Government Spending % of gross domestic product, and unemployment were
used in this paper as the main impact of foreign direct investment. However, foreign
direct investment was divided into a gross domestic product with advanced
economies, developing economies, and a whole.

Moreover, this study focused its primary attention on the impact of foreign
direct investment to see how it can affect economic growth. Other variables have been
selected as a control variable and based on previous empirical research, in which these
variables showed significant results. The ordinary least squares (OLS) panel
regressions methodology was used to find which independent variables were essential
to gross domestic product growth-dependent variable. The results show that both
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advanced and developing economies were highly significant for gross domestic
product. Moreover, Inflation, Export, Government Spending, and Unemployment
rates were also important determinants for a gross domestic product. However, | found
that foreign direct investment positively affects economic growth in selected Central
Asian countries. The selected variable for infrastructure suggested is not consistent.
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