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KAWBIPBIMABIABIK KOPHI

HALYK

CHARITY FOUNDATION

B 2016 rogy nns pa3BUTHS W YIY4YLIEHHUS KauecTBa JKM3HU Ka3axXCTaHLEB
ObUT co37aH 4acTHbI bnarorBoputenbHbIdl (oHI «Xanblky». 3a TOAbl CBOCH
JeSITeIbHOCTH HAa pealiu3aluio OJIarOTBOPHUTENBHBIX IPOEKTOB B O0JACTIX
o0pa3oBaHusl M HayKW, COLMAIbHOW 3alIMUTBI, KyJIbTYpPBbI, 31paBOOXPAHEHUS U
cnopta, @onj BeIienun Oonee 45 MUIIMAPAOB TEHTE.

Ocoboe BHUMaHHMe bnaroTBopuTeabHBIA (QOHI «XalbIK» yAelseT
o0pa3oBaTesIbHBIM IPOIPAMMaM, CUUTAsl 3TO HAlPABICHUE OJHUM U3 KIIOUEBBIX
B cBoel AestenbHOCTH. OKa3pIBasi MOAACPIKKY OTEUECTBEHHOMY OOpa30BaHMIO,
@®oH/ BHOCHT CBOH MOCHIJIBHBIN BKJIA] B Pa3BUTHE KaY€CTBEHHOTO 00pa30BaHUS
B Kazaxcrane. Tem cambIM CHOCOOCTBYs pOCTy 4YHCJa JIOACH, CIIOCOOHBIX
MEHATH JKM3Hb B CTpaHe K JydliemMy — Opo(ecCHOHaJOoB B pa3iUYHBIX
cthepax, MOTEHIMANBHBIX JHUAEPOB U «BEIHKHUX YMOB». OTHON W3 3HAYNMBIX
nHULOUaTUB QoHna «Xanbslk» B oOpa3zoBaTesnbHON cdepe cran npoekt Ozgeris
powered by Halyk Fund — nepBbiii B cTpane Ou3Hec-uHKYyOaTOp AJS yUYaIIUXCs
9-11 wiraccoB, KOTOPBIM TOMOTAET pa3BHUBATh HEOOXOAUMEBIE B COBPEMEHHOM
MUpE HpeIlpUHUMATEIbCKUE HaBBIKM. Tak, Ha coxelcTBHE MalloMy Ou3HECy
LIKOJIBHUKOB ObUT0 BBIAEIeHO Oosiee 200 rpanTOB. J{J1sl MOAIEPIKKY TaJaHTINBBIX
1 MOTHUBHUPOBAHHBIX JeTeil POH/I HEOAHOKPATHO BBIAEIAT I'PAHTHI HA 00ydeHHE
B MexnyHapoaHo# mkoie «Mupac» u B Astana IT University, a Tak:xe oMor
Ka3aXCTaHCKUM IIKOJIbHUKAM IIPUHATH y4yacTHe BIIpecTHKHOM KoHKypce « USTEM
Robotics» B CILIA. ABTOopckue pabOTHI B paMKax mpoekTa « TomiMrep», KOTOpOMy
@doHpa oKazald MOANEPHKKY, JETIIM B OCHOBY y4eOHOM MporpamMmsbl, y4eOHUKOB H
y4eOHO-METOAMYECKUX KHUT 10 mpenmMery «OCHOBBI MpEeANpPUHUMATENECTBA U
ousHecay, mpenomaBaemoro B 10-11 kimaccax ka3aXxCTaHCKHX IITKOJT M KOJIIEKEH.

IToMmuMO MOMOIIYN IIKONBHUKAM, yHalIUMCs KoJemke n crynentam doujg
CYMTAeT BaYKHBIM BHECTH CBOHM BKJIaJ B MOBBIIICHNE KBaTU(PUKAIUN TIEIarOr0OB,
COBEpIICHCTBOBAHNE WX 3HAHWI W HABBIKOB, ITOCKOJBKY HMEHHO OHH SIBISIIOTCS
MPOBOAHMKAMHU 3HAHMM OyZylIMX IMOKOJEHWH KazaxcraHueB. llpu mopnmepikke
®onga «Xaaelk» B IOKHOW CTONHUIE OBLT OPraHM30BaH €KETOMHBIN TOPOACKOM
KOHKypC TiefaroroB «Almaty Digital Ustaz.

BaxHOI MHMUIMATHBOW CTasl peaju3yeMblid MIPOCKT MO OOyYEHHIO OCHOBaM
(huHAHCOBOW TPaMOTHOCTH IpemnojaBareneil u3 BocbMu obnacteir Kazaxcrana,
YTO JOJDKHO OKa3aTh CYIIECTBEHHOE BJIMSHUE Ha BOCHHUTaHHE (DUHAHCOBOI
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CPAaMOTHOCTH U NPEANPUHUMATEIBCKOTO MBIIUICHUS Yy HOBOIO TOKOJICHUS
TrpaXkJlaH CTPaHBL.

Heo6xomumyto momomis @oug «Xaidblk» OKa3blBaeT M T€M, KTO 0COOEHHO
OCTpPO B HEel HyxkjaaeTcs. B pamkax conuanbHON 3aIIUTHI HACEICHUS aKTUBHO
MIPOBOJUTCS pab0Ta 1Mo MOMIEPIKKE AETEH, OCTABIIUXCS 0e3 poauTesei, neTei u
B3pOCIIBIX U3 COLMAIBHO YSI3BUMbIX CI0EB HACEJIEHHUS, JIFOIeH C OrpaHUYEHHBIMU
BO3MOXKHOCTSIMH, 2 TAKXKE 00CCIICUCHUIO0 HYXKIAIONINXCS COIUAIIbHBIM XKHJIbEM,
CTPOUTECIIBCTBY COIMAJIBHO Ba’XHBIX O6'B€KTOB, TaKHX KaK JCTCKHUEC calbl, JCTCKHEC
IJIOIIAIKU U (DU3KYIBTYPHO-03/I0POBUTEITHHBIC KOMILIEKCHI.

B xommmiiky no6psix gaen @onga « Xaabik» MOKHO J00aBUTh OKa3aHHUE ITOMOIIU
JIETCKOMY CIIOPTY, KyZla OTHOCHTCS MOAJIEPKKa B Pa3BUTHHU JIETCKOTO (yTOOIa 1
Kapare B Hamel cTpaHe. JKu3HeHHO BaXKHYIO TOMOIIb baroTBopuTenbHbIN (HOHT
«XaJbIK» oKa3ajl HalllUM COOTEYECTBEHHUKAM BO BpCMs HGHaBHCﬁ IIaHAECMHUHU
COVID-19. Torma, B pa3rap Tsokelol 00pbOBI C KOPOHABUPYCHON HH(pEKIHEH
®ony BeAENHI CBBIIIE |1 MUJIITHAPIOB TEHTe HA TPHOOpPETEHNE HEOOXOAMMOTO
MCIOUIIMHCKOTO OGOPYZ[OBHHI/IS{ U JOpPOrocCToAmurx MCAUIUHCKHUX IIpernaparos,
ABTOMOOMJICH CKOpPON METHUITMHCKOW ITOMOIIMH W CPEACTB 3aIlUTHI, aIpeCHYIO
MaTepHaIbHYyI0 OMOIIb COLUANBHO YSI3BUMBIM CIOSM HACEJICHUS U JCHEKHbIE
BBITIJIAThl MEAUTTMHCKUM pa6OTHI/IKaM.

B 2023 roay Hapsiny ¢ ApYrMMH NPOEKTaMHU, HalleJIEHHBIMU Ha MOBBIILICHHE
0JIarOCOCTOSIHUSL Ka3axXCTaHCKUX rpaxaaH @OoHI pemmw yaenuTh ocoboe
BHUMAHHEC HAYKE, ITIOCKOJIbKY OHa SBJISACTCA 4aCTbhIO O6HI€CTB€HHOI\/’I KYJBTYPBI, a
YPOBEHb €€ pa3BUTHsI OIPEAEIAET YPOBEHb Pa3BUTHUS TOCYIapCTBA.

I[Monnepxka @oHaOM BBINYCKa XypHanoB HanuonanbHON AkaneMuu Hayk
Pecny0Onuku Ka3zaxcran, KOTOpbIe BXOJAT B MEXAYHapOaHbIe (POHIBI Scopus u
Wos U B KOTOPBIX MYOIHKYIOTCS CTaThl OTEYECTBEHHBIX YUCHBIX, TOKTOPAHTOB
Y MarucCTPaHTOB, a TAKXKE HAYUHBIX COTPYIAHHKOB BBICIINX YYSOHBIX 3aBEICHUI
U HAYyYHO-HCCJICAOBATCIbCKUX UHCTUTYTOB Hamen CTpaHbl ABJIACTCA HC MCHEC
3HauYUMBIM BKJIa7 oM DOHA B pa3BUTHE Ka3aXCTAaHCKOTO 00IIecTBa.

C yBaxxenunem, brnarorBoputenabHbiii @oHI «XambIk»!
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e

Abstract. Foreign direct investment flows to the Great Lakes region of Africa have
been steadily increasing recently, especially after the pandemic crisis. The example
of this region may be useful for Kazakhstan, since this region is also a transit one.
The purpose of this article is to identify, in the specific case of sub-Saharan Africa,
the transmission channels through which incoming foreign direct investment (FDI)
flows that can have a positive impact on economic growth. The authors used both the
simple Generalized Least Squares Method (GLS) and the Feasible Generalized Least
Squares Method (FGLS) to test the apparent empirical analysis of this relationship
between FDI and growth based on data for the period 1970-2019. The main
hypothesis is that foreign direct investment has a positive impact on the economic
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growth of the country and the subregion. The results proved this hypothesis, but it
strongly depends on macroeconomic stability. On the other hand, the authors did
not find the influence of such factors as financial development, business openness
and human capital as channels for transmitting the positive impact of foreign direct
investment on economic growth. The results of the study can be useful in the study
of economic disciplines and in the development of planning strategies for attracting
foreign direct investment.
Keywords: foreign direct investment, economic growth, macroeconomic

stability, Great Lakes Africa
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AHHOTauuss. AdQpukaHblH ¥JIbl KenJep alMarblHa TIKeJIed MIeTeNaiK
WHBECTULUSIIAD aFbIHBI COHFBI YaKbITTa, ocipece MaHIeMUs AafAapbIChIHaH KeiiH
TYpaKkThl TYpAE apThill Keseai. byn eHipain Meicansl KazakcTan yuiiH mainanbt
00JTybl MYMKiH, OMTKEHI OYJI OHIp Jie TPaH3UTTIK O0JbIN Tabbaabl. by Mmakananbig
Makcarbl-CaxapaHblH OHTYCTIiriHAeri Adpuka enaepiHiH HaKThl >KardalbIHIa
9KOHOMHKAJIBIK ©CYTe OH 9Cep €Tyl MYMKIiH TiKeJeH MIeTeNAiK HHBECTULHSIIapAbIH
(TLLM) kipic aFrpIHIAPEI OTETIH TapaTy apHaJlapblH aHbIKTay. ABTOpJap KapanaibiM
YKANBUIAHFAH €H Killll KBaJIpaT dICIH KOHE KOJI JKETKi3yre O0JIaThIH JKaJblIIaHFaH
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eH Killi KBaJpaT ofiCiH aHbIK TeKcepy YIIH mnainamnanabl.1970-2019 sxeuigap
apanbIFbIHAarsl AepekTepreHerizaenren T menecy apacsiHaarbl 0Chl OaiiIaHbICThI
SMIMPUKAJIBIK Tanaay. Herisri rumorte3a — Tikeled MIETENIIK HMHBECTHLIHUSIIAP
eNiH JKoHEe CyOalMakThIH SKOHOMHUKAIBIK ©cyiHe OH ocep ereai. Hortmxenep
Oy rumote3aHsl Jonengeni,0ipak Oyl MaKpOIKOHOMHUKAIBIK TYPaKTHLIBIKKA
OaiinmanpicThl. EKIHINI >KaFbIHAH, aBTOpJIAp TiKeJEH MIETENIiK MHBECTHLHUSIIAPIbIH
9KOHOMHKAJIBIK ©CyTe OH dcepiH Oepy apHanapbl peTiHe KapKbIIbIK AaMy, OU3HECTIH
AIIBIKTBHIFBI )KOHE aJJaM1 KalnuTall CHSIKTBI (pakTOpIapAbIH 9CepiH Tanmaasl. 3epTTey
HOTHKeJIepi SKOHOMHUKAJIBIK MTOHJIEPAl 3epTTey LICHOEPiH/e XKOHE TiKelIel meTemIiK
WHBECTULMSIIAPABI TapTyAbl JKOCHApiay CTpaTerdsulapblH o3ipieyae Maimanbl
00JTybl MYMKIH.
Tyiiin ce3mep: Tikenei meTeNAiK HHBECTHLUSIIAD, IKOHOMUKAIBIK OCY,

Maxkpo3KOHOMUKAHBIH TYPaKTBbUIBIFBI, ¥JIbI KeJaep AQpHukace

© A. Ku3umbaeBa'*, A. K. Kagpip6eprenosa?, I. T. AxmeToBa’,
A.B. MbIpKbIKOaeBa‘, 2023
'Kacnuiickuit yHUBepCUTET TeXHONOTHIA 1 nHkuHUupuHra umenn 111. EceHona,
Axray, Kazaxcran;
23 Atpipayckuii yauBepcuteT uM. X. JlocMyxamenosa, Ateipay, KasaxcraH;

4AKazieMus TOCYIapCTBEHHOTO {{HpaBﬂeHI/IH pu [Ipe3unente PecyOnuku
Kazaxcran, Kaparanna, Kazaxcran.

E-mail: kizimbaeva@mail.ru

HNPAMBIE THOCTPAHHBIE UHBECTUILIUU B PA3BUBAIOLIINXCS
CTPAHAX (HA ITIPUMEPE A®PUKAHCKHUX CTPAH BEJIUKUX O3EP)

KusumbaeBa Aikap — K.9.H, H.0. acCOIMMUPOBAHHOTrO Ipodeccopa Kadeapsl «MeHemKMEeHT»,
Kacnuiickuil yausepcurer TexHonoruil u unxunupunra um. 1. EcenoBa, Axray, Kazaxcran

E-mail: kizimbaeva@mail.ru, ORCID ID: https.//orcid.org/0000-0002-2582-3156;

KanpipoeprenoBa Acens KaammkxeeBna — PhD, u.o. acconumpoBanHOro mpocgeccopa kadenpst
«®DuHaHCHI U yueT», ATbipayckuil yHuBepcuteT uM. X. Jlocmyxamenosa, Ateipay, Kazaxcran

E-mail: asel-k-80@mail.ru, ORCID ID: https://orcid.org/0000-0002-9469-4474;

AxmeroBa I'yabmupa TynereHoBHa — K.5.H.,, H.0. acCOIMHUPOBAHHOTO Tpodeccopa Kadeapsl
«®DuHaHChl U yuery», Atelpayckuil yHuBepcureT uMm. X. Jlocmyxamenosa, Atsipay, Kazaxcran

E-mail: g.akhmetova@asu.edu.kz, ORCID ID: https.://orcid.org/0000-0001- 9510-8695;
MpeipaxbikéaeBa AliHyp BeiiceHKBI3bI — accolunpoBaHHEIH podeccop kapeapsl «DUHAHCEHD,
Kaparanguuckuil Yausepcurer uM. E.A.bykeroBa, Kaparanna, Ka3axcran

E-mail: ainurm2000@mail.ru, https://orcid.org/0000-0002-7183-7911.

AnHoTanud. IToToKkM NpsMBIX MHOCTpPaHHBIX MHBECTHLMN B paiioH Bemukux
03ep AQpHUKH HEYKIOHHO YBEIMUYUBAIOTCS B MOCJIEIHEE BpeMs, OCOOCHHO TOCie
Kpu3uca nanaemMuu. [IpuMep appruKaHCKOTO PErnoHa MOXKET OBITh MOJE3HBIM IS
Kazaxcrana, Tak Kak Halll peTHOH TakXe sBJIAeTCs TpaH3UTHBIM. Llens 3Toil craTthn
COCTOUT B TOM, YTOOBI OTIPENIENINTh, B KOHKPETHOM cilydae CTpaH AQPHUKH K 0Ty OT
Caxappl KaHaJbl Tepefadn, 4yepe3 KOTOpble MPOXOAAT BXOJAIINE MOTOKU MPSIMBIX
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nHocTpanHbix wuHBectuimii (I1IMM), koTopble MOTyT oOKa3arh MOJOXKHUTEIBHOE
BIUSHUE HA 3KOHOMHUYECKHI POCT. ABTOPHI HCIIOJIb30BAIH MIPOCTONH 000OIICHHBII
METOJI HAMMEHBIINX KBaJ[PAaTOB, IOCTHIKUMBIA OOOOIICHHBIH METO HAUMEHBIINUX
KBaJpaTOB U ASMIUPHUUECKUN aHanu3 B3auMocBs3u Mexny [IMU u poctom Ha
ocHOBe AaHHbBIX 3a nepuoa 1970-2019 rr. OcHoBHAs TUMOTE3a 3aKIIOYAETCS B TOM,
YTO MPSMbIC UHOCTPaHHbIC UHBECTUIUU OKA3bIBAIOT MOJOKHUTEIBHOE BIUSHUE HA
SKOHOMMYECKUHU POCT CTPaHBI U CyOperuoHa. Pe3ynbTaThl MOATBEPINIIH BBIIBUHY TYIO
TUIIOTE3Y, ¥ MOMOTJIA BBISBUTH CBSI3b C MAaKPOIKOHOMHUYECKOW CTaOMIBHOCTHIO. C
JIPYyTOi CTOPOHBI, aBTOPHI HE HAIIUIA MOATBEPIKICHUE BIUSHUS TaKUX (PAKTOPOB,
Kak (PMHAHCOBOE Pa3BHUTHE, OTKPBHITOCTh OM3HECAa M YEIIOBCYSCKUN KamuTall Kak
KaHAJbl TIepeadu MOJOKUTEIBHOTO BIUSHUS MPSMBIX UHOCTPAHHBIX MHBECTULIUN
Ha SKOHOMUYECKUH pOCT. Pe3ynbraThl ccie1oBaHus MOTYT OBITh TIOJIE3HBI B paMKax
M3yYCHUS] SKOHOMHYECKUX JTUCIUILINH U IPHU Pa3padOTKe CTPATeryii INIaHUPOBAHUS
MIPUBJICUCHUS IPSIMBIX UHOCTPAHHBIX UHBECTHUIUH.

KuioueBble ci10Ba: MpsMble MHOCTPAHHBIE WHBECTULINU, YIKOHOMHYECKUHN POCT,
CTaOMIBHOCTh MaKpOdIKOHOMUKH, Adpuka Benukux o3ep

Introduction

Foreign direct investment (FDI) is of interest to developing countries. Empirical
evidence has shown that in host countries, foreign direct investment contributes to
economic growth either directly through the inflow of capital that they direct and
generate, or indirectly through job creation and the transfer of knowledge and related
technologies (Barrell R. & Pain N., 1997).

While recent decades have been marked by a significant share of foreign
direct investment in developing countries, their impact on economic growth is
not unanimous. The results of several studies identified at the moment generally
suggest that there is a positive impact of incoming foreign direct investment on
economic growth in African countries (Sharma and Abekah, 2008), but limited
due to regional differences and because these countries are more dependent on
investments in extractive industries and sectors heavily dependent on global value
chains (UNCTAD, 2020).

In general, Africa does not capture only a small part of the flows of foreign direct
investment. Foreign direct investment in Africa accounted for 2.4% in 2017, 3.4% in
2018 and 2.9% in 2019 of the total volume of foreign direct investment flows in the
world (UNCTAD, 2020). In addition, forecasts show that global direct investment
flows are expected to be significantly affected by the effects of the COVID-19
pandemic.

It is generally recognized in the literature that the impact of incoming foreign
direct investment on growth may be limited by low absorption capacities in the host
country. Factors such as human capital, the quality of institutions, macroeconomic
stability, financial development and good governance are important among the main
factors identified for attracting and benefiting from FDI.

However, impact studies have produced results that tend to refute these obvious
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facts in the case of Africa. For example, Nkoa and Song (2018, 2017) found that
there was no significant link between the quality of institutions and the instability
of foreign direct investment in Africa. The lack of human capital influence was
highlighted by Cleeve et al. (2015) and Ekodo (2020) in the specific case of the
countries of the Economic Community and the Central African Monetary Fund
(CEMAC).

The purpose of this article is to identify, in the specific case of the Great Lakes
countries, the transmission channels through which foreign direct investment can
affect economic growth. Achieving this goal is important because foreign direct
investment flows to the Great Lakes region are steadily increasing, and it would
be useful to take a critical look at the prerequisites for their impact. Knowing
whether policies aimed at benefiting from foreign direct investment flows have been
integrated into short-term and structural policies would help determine the direction
for new policy-making, provided that the Great Lakes countries want to move in this
direction. We believe that, on the one hand, macroeconomic stability is an important
factor that makes it possible to take advantage of the positive impact of foreign direct
investment on growth, and on the other hand, the absence of the influence of factors
such as financial development, trade openness and human capital as channels for
transmitting the positive effect of FDI on growth.

Materials and methods

The data used in this study relate to three major countries for the period from 1970
to 2019. These countries are: Burundi, the Democratic Republic of the Congo (DRC)
and Rwanda. These data are mainly derived from two sources: World Development
Indicators (WDI, 2023) and Worldwide Governance Indicators (WGI, 2023).

A general analysis of these descriptive statistics shows that the data vary greatly
(fig. 1). Alikely explanation for the size of the standard deviations is the heterogeneity
of countries. In addition, considering the variables taken separately shows that the
average annual growth rate of GDP per capita is 0.25%. The average volume of
foreign direct investment is 1.11% of GDP and confirms that this part of the African
continent attracts foreign investors. We note that domestic investment averages
13.74% of GDP. Comparing this indicator with the indicator in sub-Saharan Africa,
which is about 24 percent, we see that it remains lower in the subregion. It is likely
that the conflict past and ongoing political tensions faced by all countries in this
region do not contribute to investment and capital development.
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Figure 1. Average values, by country, of the main variables used (inter variations)

In addition, average government spending, expressed as a percentage of GDP,
is 111.39%. Statistics show that the average inflation rate for a certain period of
time was 275.73% for a country that experienced hyperinflation. This indicates
the presence of macroeconomic problems (loss of purchasing power of currencies,
rising prices), quite serious for the Great Lakes countries. As for trade openness, we
note that during the reporting period, imports and exports averaged 39.11% of GDP.

The methodology of empirical analysis follows the extensive literature of
regressions presented in Barro (1991). Unfortunately, the theory does not provide
clear guidance on the explanatory variables that should be included in the growth
model. Depending on the purpose of the study, as well as the ideas and beliefs of
each author, various explanatory variables were included in the literature, which
were recognized as significant. Thus, the empirical analysis is based on a panel data
model specified as follows:

Y =oj + Pij I+ pmjM + BzjZj + € (1)

where Y is the annual growth rate of GDP per capita; I, M and Z are vectors of
variables, and € is a member of the composite error.

The vector I contains variables that, according to Levin and Renelt (1992),
have a strong influence on economic growth. These variables are included in most
regressions explaining economic growth and are based on previous studies.

In this article we will consider:

1) the secondary school enrollment rate (education), because it measures the
formation of human capital, which is the most important factor determining long-
term economic growth,

2) The initial level of GDP per capita (GNI-70), as it reflects the process of
"catching up",

3)the average annual growth rate of the population (population), since uncontrolled
population growth can have a negative impact on growth,

4) domestic investment measured by gross fixed capital formation (FBCF) and

5) Commercial openness (Trade), because international trade is presented in
the literature (Edwards, 1993) as an important factor determining productivity and
economic growth.

The vector M contains the variables of interest. For this study, these variables
include incoming FDI, expressed as a percentage of GDP (FDI), and interactive

418



ISSN 1991-3494 6. 2023

variables reflecting the channels of transmission of the impact of FDI on economic
growth.

Thus, this study is primarily interested in these hidden variables, because they
allow us to capture conditional effects and check for the presence of combined effects
for foreign direct investment, while simultaneously understanding the conditions
that allow foreign direct investment to fully play a positive role in economic growth.

We consider four interactive variables. Trade*FDI reflects the impact of business
openness on the relationship between FDI and growth. FBCF*FDI makes it possible
to measure complementarity between FDI and domestic investment. Inflation*FDI
measures the impact of macroeconomic stability on the ratio of FDI to growth.
Finally, the variable Government spending*FDI measures the transmission channel
of the impact of government spending on the relationship between FDI and growth.

Finally, the vector Z contains control variables. Here we note financial
development, good governance, inflation containment (Inflation) and government
spending (government spending). With regard to financial development, several
indicators are proposed in the literature that focus on the size, effectiveness, or relative
importance of financial intermediaries throughout the financial system. In this study,
private credit is considered as an indicator of financial development. This indicator
represents the volume of loans provided to the private sector as a percentage of GDP
and shows how funds are channeled to the private sector.

According to Barro (1991), the weight of public expenditures (public
expenditures) may have an uncertain sign, depending on whether the external effects
they have on the productivity of private investment will be offset by the negative
effects of taxation. In other words, public spending can be a growth factor if it allows
private enterprises to increase productivity, for example, with the help of public
infrastructure. In general, a high level of government spending reduces economic
growth by introducing distortions due to taxation or public spending programs that
do not contribute to increasing the productivity of the private sector.

Finally, it is necessary to take into account some assumptions that allow us not
to go beyond the scope of this analysis. First, the basic model used here does not
require delays and does not have the opposite effect of growth on FDI. Then the
sign of the variables is of particular interest, rather than the marginal effect, which
can be very sensitive to the sample size, taking into account that the expected sign
does not have to be very sensitive to structural changes in order for the analysis
to be reliable. Empirical analysis begins with the evaluation of a number of basic
equations, starting with an equation in which only the main variable of interest
(IDE) is used as an explanatory variable, then only the variables considered as the
main determinants of growth (vectorl), and then all the variables in the equation.
specification. This approach allows us to observe the sensitivity of the impact of
foreign direct investment on growth in the presence of other catalysts. The basic
model (1) is without delays and without feedback from growth to FDI.

Results and discussion

The dependent variable for all estimation models is the growth of real GDP per
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capita, which we use here as an indicator of economic growth. Relevant indicators
such as secondary education coverage, infrastructure and good governance were not
included in the model due to a lack of observations and statistical significance.

To avoid problems with biased regressions, we performed the Breusch-Pagan LM
test. The null hypothesis of this test is that the variances between objects are zero and,
therefore, that there is no significant difference between the units of measurement
(i.e. there is no panel effect) (Torres-Reyna, 2007: 3). Thus, using this test, it turns
out that there is a significant difference between the countries that make up the panel,
which leads to the estimation of the parameters of the basic model (1) using the
generalized least squares method (GCM), which, according to Baltagi (2021), allows
to obtain unbiased, convergent and effective estimates.

Similarly, the Hausman test performed in each of the models shows that a model
with random effects may be preferable to a model with fixed effects, and therefore
there is no need to take into account the specifics of each country. In addition, a
reliable estimate was used in all estimates to control the assumed heteroscedasticity
in the sample. The study of the problem of endogeneity is important for the reliability
of the results. This problem is especially considered by Beck and Katz (1995), who
recommend an achievable generalized least squares method. The estimation of
model parameters using this method also allows you to control the autocorrelation
of AR (1), cross-correlation and heteroscedasticity. This is especially important in
order to be able to draw unbiased conclusions.

Table 1 shows the estimated coefficients of the various variables used in this
study. Models (1) or (3) show that the estimated coefficients of the two variables IDE
and FBCF are significant and positive (expected sign). The economic interpretation
is that the inflow of foreign direct investment and the level of domestic investment
have had a direct positive impact on growth in such a way that an increase in flows of
foreign direct investment or domestic investment causes an acceleration of economic
growth. The variable trade coefficient, which represents the openness of trade, is
negative and significant. This means that the opening of trade has had both a direct
and negative impact on economic growth in the Great Lakes countries.

Table 1. FDI and growth: estimates in panel data over 1970-2019

Independent variable Dependent variable : economic growth
Simple GLS method MCGR method
&) 2 3) “)
FDI 0,5551*** 10,8091*** |0,4676 0,7073**
(0,0220) (0,0676) (0,2940)) |(0,2997)
Gross fixed capital formation (GFCF) 0,4890%** | (,4846*** |(,3335%** | (,35]0%**
(0,1503)  [(0,1746)  [(0,1202) [(0,1071)
Commerce -0,1643%* -0,1955%* [-0,0974* |-0,1294%***
(0,0671) (0,0784) (0,0522) [(0,0501)
Public expenditure (% GDP) -0,3447** |-0,2532 -0,2164** |-0,1420**
(0,1704) (0,1566) (0,0910) [(0,0665)
Inflation -0,0004*** [ -0,0003*** [ 0,0003** |-0,0003*
(0,0000) (0,0001) (0,0002) [(0,0002)
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Population 0,0897 0,2707
(0,2713) (0,3958)
Financial development 0,1090 0,0589
(0,1229) (0,1142)
Constant 37,3433* 29,1613 22,3759%* | 15,9276**
(19,4485) [(18,2296) |[(9,4751) |(7,4672)
Observations 121 125 121 125
Number of countries 3 3 3 3
Wald ¢ 24,02 23,35
p-value 0,000 0,000
Notes:
- Robust standard deviations in parentheses.
- Degree of significance: *** p<0.01; ** p<0.05; * p<0.1

How to explain this result? The negative consequences of trade openness may
be caused by the insufficient international competitiveness of the countries studied
(Jin, 2004) or the fact that these countries specialize in primary exports, which are
considered to be "bad for growth" (Dowrick and Golley, 2004).). In particular, growth
can be low or negative when countries export less and depend more on imports. Thus,
the export-related default may have had a negative impact on domestic production
and growth. Another explanation comes from the "misleading" calculation of the
trade openness indicator, which does not take into account the relationship that exists
between the various components of demand and imports.

The coefficients of the variables of inflation and government spending are also
negative and significant. This indicates that macroeconomic instability, measured by
inflation and changes in government spending, has a negative impact on the growth
process.

Finally, the estimated coefficients of variables reflecting financial development
and population size are positive, but statistically insignificant. Both of these indicators
did not affect growth in the context of the countries surveyed for the period from
1970 to 2019. When excluded from the specification, the estimates are noticeably
improved, but not all coefficients change by one sign. The results are presented in
model (2) and model (4) in accordance with the two above-mentioned estimation
methods.

As explained above, the purpose of this article is to empirically study the
unambiguous relationship between FDI and growth, that is, without taking into
account the mutual links between growth and FDI. Empirical analysis focuses
exclusively on the IDE variable and to the interactive variables that will be analyzed
further, which represent the vector M represented in the specification. Model (4)
or possibly model (2) represents the main results. The coefficient of the term FDI
is positive and is largely related to the dependent variable (economic growth),
confirming the idea that FDI is useful for growth. Thus, we find a preliminary
provision for the main purpose of this article.

Faced with the results above, next we will look at how other determinants affect
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the role of foreign direct investment in stimulating economic growth. Based on
the indicators given in Table 1, we generate four interactive changes, which we
sequentially introduce into the specification. This method was also used in Alaya et
al. (2009) and allows us to focus on the direct influence of each interactive variable
on the significance of the coefficient of the representative IDE variable. The term
meaningful interaction will indicate that the impact of foreign direct investment on
growth varies depending on the meaning of this term.

Table 2. Transmission channels of the impact of FDI on growth

VARIABLES Dependent variable: economic growth
(©) (6) () ®)
FDI 1,1307** 0,8802 -1,0896 0,8544%**
(0,5661) (0,9398) (4,0980) (0,2551)
Gross fixed capital formation | 0,3945%** 0,3511%** 0,3464%** 0,3745%**
(GFCF) (0,1187) (0,1081) (0,1081) (0,0970)
Commerce -0,1283*** |.0,1275%* -0,1246** -0,1337%**
(0,0495) (0,0529) (0,0518) (0,0446)
Public expenditure (% GDP) -0,1441%* -0,1443%* -0,1560%* -0,1380%**
(0,0664) (0,0666) (0,0722) (0,0629)
Inflation -0,0003* -0,0003* -0,0003* -0,0005%**
(0,0002) (0,0002) (0,0002) (0,0002)
GFCF*FDI -0,0246
(0,0279)
Commerce*FDI -0,0024
(0,0124)
Public expenditure*FDI 0,0165
(0,0376)
Inflation*FDI -0,0095%%**
(0,0027)
Constant 15,5296** 16,0719%* 17,3541%* 15,3926**
(7,4374) (7,5001) (7,9765) (7,1238)
Observations 125 125 125 125
Number of countries 3 3 3 3
Notes: The numbers in the brackets are standard deviations. Degree of significance: *** p<0.01; **
p<0.05;* p<0.1

The result of the estimates is transferred to Table 3. Only the cross variable
Inflation*FDI (Model 8) has a statistically significant coefficient, which suggests
that FDI affects economic growth in the presence of macroeconomic stability. A
negative sign means that an increase in the inflation rate causes a significant decrease
in the impact of foreign direct investment on economic growth and vice versa.

Thus, we find a second position related to the objectives of this study. This result
is consistent with the results of numerous case studies of African countries (Rogoff
and Reinhart, 2003) and serves as proof of the importance of strong macroeconomic
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policies for the Great Lakes countries. On the other hand, there was no impact on
domestic investment, trade openness and government spending as factors determining
the impact of foreign direct investment on economic growth. Conversely, this result
indicates the absence of a stimulating effect from the positive impact of foreign direct
investment on domestic companies. But on what level of inflation does the impact
of foreign direct investment on economic growth depend? Based on the results of
model (8), we can determine the threshold value of the inflation rate below which
foreign direct investment begins to have a positive impact on growth. To achieve
this, we are going to calculate the differential of this model by the IDE variable:

AY/A IDE = 0,854 — 0,00949 xInflation (2)

The threshold level is calculated by equating the first derivative above to zero. In
the context of the countries included in the sample, this indicator is 90%. Thirteen
observations in the sample correspond to inflation levels exceeding this threshold.

Within the framework of the article, the authors additionally provide arguments
to confirm the theory put forward, so the authors conduct two more checks. First,
we check whether our results are still valid when we make estimates on a reduced
sample for the period 2000-2019. Indeed, the Great Lakes countries were marked
by political and economic upheavals (genocide in Rwanda, hyperinflation and war
in the Democratic Republic of the Congo, etc.) in the period up to the 2000s, which
must be taken into account in the analysis.

Table 3. FDI and growth: estimation of panel data over 2000-2019

VARIABLES Dependent variable: economic growth

©) (10) (1) (12) (13)
FDI 0,281* 0,776** 0,861* 0,945 0,649%**

(0,165) (0,317) (0,522) (2,601) (0,213)
Gross fixed capital formation | 0,222%** 0,322%** 0,197** 0,230%*** 0,167**
(GFCF) (0,075) (0,095) (0,077) (0,081) (0,072)
Commerce -0,023 -0,030 0,001 -0,027 -0,010

(0,034) (0,033) (0,039) (0,037) (0,032)
Public expenditure (% GDP) |0,014 0,016 0,031 0,023 0,012

(0,054) (0,052) (0,055) (0,064) (0,050)
Inflation -0,004%** | -0,004*** | -0,004%** | -0,004%** 0,008

(0,001) (0,001) (0,001) (0,001) (0,005)
GFCF*FDI -0,027*

(0,015)
Commerce*FDI -0,008
(0,007)
Public expenditure*FDI -0,006
(0,024)
Inflation*FDI -0,024%*
(0,009)

Constant -2,726 -4,221 -5,602 -3,645 -2,692

(6,307) (6,097) (6,622) (7,327) (5,850)
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Observations 60 60 60 60 60
Number of countries 3 3 3 3 3
Notes:

- The numbers in parentheses are standard deviations.
- Degrees of significance: *** p<0.01; ** p<0.05; * p<0.1.
- All models are estimated by the FGLS method.

Thus, we checked whether the results remained unchanged during the period
2000-2019, during which a relatively stable economic and socio-political situation
was observed in the studied countries. The coefficients of variables that represent
trade openness and government spending become irrelevant. On the other hand,
it does not affect the significance and sign of the coefficients of foreign direct
investment, domestic investment and inflation. Foreign direct investment and
domestic investment are still emerging as favorable growth factors, while inflation
remains harmful (see Model (9) in Table 3).

Then we check whether the econometrics of cross variables gives the same
conclusions as in the previous paragraph. Variable inflation*FDI is still significant
and continues to have a negative impact on the ratio of FDI to growth. For its part,
the interactive variable FBCF*IDE also becomes significant. This sign indicates that
the presence of foreign direct investment negatively affects domestic companies and,
therefore, does not have a stimulating effect on FDI in national enterprises. These
results are presented in models (10), (13).

In general, the results that we have just obtained by reducing the sample size do
not contradict the results found earlier. Thus, these analyses allow us to consolidate
the results already obtained and draw clear conclusions.

Conclusion

The purpose of this study is to study the impact of foreign direct investment on
economic growth in the countries of the Great Lakes region. To do this, panel data
was used for three countries, Burundi, the Democratic Republic of the Congo and
Rwanda, covering the period from 1970 to 2019. The analyses are based on a simple
generalized least squares method and achievable generalized least squares methods.

The results obtained indicate a positive and direct impact of foreign direct
investment on economic growth, as well as on domestic investment. As for the
conditions that allow FDI to stimulate economic growth, the results show that
macroeconomic stability, expressed in curbing inflation, is a key condition for FDI
to influence economic growth. Nevertheless, the analysis shows the absence of a
stimulating effect of foreign direct investment on domestic firms and the absence
of influence on the relationship of foreign direct investment and growth of relevant
factors in the economic literature, such as financial development, business openness,
human capital and government spending.

In this regard, the countries of the Great Lakes region should make efforts to
stabilize not only their political, but, above all, their economic situation, so that they
can take advantage of the benefits that foreign direct investment can have on economic
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growth. An analysis in terms of the impact of the political upheavals characteristic
of the Great Lakes countries and the effects of the coronavirus shock also requires
further analysis in terms of the impact on the economy of the sub region. This is one
of the many areas that need to be explored for future research.
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