
ВЕСТНИК
РОО «НАЦИОНАЛЬНОЙ 
АКАДЕМИИ НАУК 
РЕСПУБЛИКИ КАЗАХСТАН»
ЧФ «Халық»

THE BULLETIN
OF THE ACADEMY OF SCIENCES

OF THE REPUBLIC OF
KAZAKHSTAN

 «Halyk» Private Foundation

ISSN 2518-1467 (Online), 
ISSN 1991-3494 (Print)

«ҚАЗАҚСТАН РЕСПУБЛИКАСЫ
 ҰЛТТЫҚ ҒЫЛЫМ АКАДЕМИЯСЫ» РҚБ

«ХАЛЫҚ» ЖҚ

Х А Б А Р Ш Ы С Ы

PUBLISHED SINCE 1944

6 (406)
 NOVEMBER – DECEMBER 2023

ALMATY, NAS RK



2

Bulletin the National academy of sciences of the Republic of Kazakhstan

В 2016 году для развития и улучшения качества жизни казахстанцев 
был создан частный Благотворительный фонд «Халык». За годы своей 
деятельности на реализацию благотворительных проектов в областях 
образования и науки, социальной защиты, культуры, здравоохранения и 
спорта, Фонд выделил более 45 миллиардов тенге.

  Особое внимание Благотворительный фонд «Халык» уделяет 
образовательным программам, считая это направление одним из ключевых 
в своей деятельности. Оказывая поддержку отечественному образованию, 
Фонд вносит свой посильный вклад в развитие качественного образования 
в Казахстане. Тем самым способствуя росту числа людей, способных 
менять жизнь в стране к лучшему – профессионалов в различных 
сферах, потенциальных лидеров и «великих умов». Одной из значимых 
инициатив фонда «Халык» в образовательной сфере стал проект Ozgeris 
powered by Halyk Fund – первый в стране бизнес-инкубатор для учащихся 
9-11 классов, который помогает развивать необходимые в современном 
мире предпринимательские навыки. Так, на содействие малому бизнесу 
школьников было выделено более 200 грантов. Для поддержки талантливых 
и мотивированных детей Фонд неоднократно выделял гранты на обучение 
в Международной школе «Мирас» и в Astana IT University, а также помог 
казахстанским школьникам принять участие в престижном конкурсе «USTEM 
Robotics» в США. Авторские работы в рамках проекта «Тәлімгер», которому 
Фонд оказал поддержку, легли в основу учебной программы, учебников и 
учебно-методических книг по предмету «Основы предпринимательства и 
бизнеса», преподаваемого в 10-11 классах казахстанских школ и колледжей. 

 Помимо помощи школьникам, учащимся колледжей и студентам Фонд 
считает важным внести свой вклад в повышение квалификации педагогов, 
совершенствование их знаний и навыков, поскольку именно они являются 
проводниками знаний будущих поколений казахстанцев. При поддержке 
Фонда «Халык» в южной столице был организован ежегодный городской 
конкурс педагогов «Almaty Digital Ustaz. 

  Важной инициативой стал реализуемый проект по обучению основам 
финансовой грамотности преподавателей из восьми областей Казахстана, 
что должно оказать существенное влияние на воспитание финансовой 
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грамотности и предпринимательского мышления у нового поколения 
граждан страны. 

  Необходимую помощь Фонд «Халык» оказывает и тем, кто особенно 
остро в ней нуждается. В рамках социальной защиты населения активно 
проводится работа по поддержке детей, оставшихся без родителей, детей и 
взрослых из социально уязвимых слоев населения, людей с ограниченными 
возможностями, а также обеспечению нуждающихся социальным жильем, 
строительству социально важных объектов, таких как детские сады, детские 
площадки и физкультурно-оздоровительные комплексы. 

 В копилку добрых дел Фонда «Халык» можно добавить оказание помощи 
детскому спорту, куда относится поддержка в развитии детского футбола и 
карате в нашей стране. Жизненно важную помощь Благотворительный фонд 
«Халык» оказал нашим соотечественникам во время   недавней пандемии 
COVID-19. Тогда, в разгар тяжелой борьбы с коронавирусной инфекцией 
Фонд выделил свыше 11 миллиардов тенге на приобретение необходимого 
медицинского оборудования и дорогостоящих медицинских препаратов, 
автомобилей скорой медицинской помощи и средств защиты, адресную 
материальную помощь социально уязвимым слоям населения и денежные 
выплаты медицинским работникам.

В 2023 году наряду с другими проектами, нацеленными на повышение 
благосостояния казахстанских граждан Фонд решил уделить особое 
внимание науке, поскольку она является частью общественной культуры, а 
уровень ее развития определяет уровень развития государства. 

Поддержка Фондом выпуска журналов Национальной Академии наук 
Республики Казахстан, которые входят в международные фонды Scopus и 
Wos и в которых публикуются статьи отечественных ученых, докторантов 
и магистрантов, а также научных сотрудников высших учебных заведений 
и научно-исследовательских институтов нашей страны является не менее 
значимым вкладом Фонда в развитие казахстанского общества.

С уважением, Благотворительный Фонд «Халык»!
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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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Аннотация. Африканың Ұлы көлдер аймағына тікелей шетелдік
инвестициялар ағыны соңғы уақытта, әсіресе пандемия дағдарысынан кейін 
тұрақты түрде артып келеді. Бұл өңірдің мысалы Қазақстан үшін пайдалы 
болуы мүмкін, өйткені бұл өңір де транзиттік болып табылады. Бұл мақаланың 
мақсаты-Сахараның оңтүстігіндегі Африка елдерінің нақты жағдайында 
экономикалық өсуге оң әсер етуі мүмкін тікелей шетелдік инвестициялардың 
(ТШИ) кіріс ағындары өтетін тарату арналарын анықтау. Авторлар қарапайым 
жалпыланған ең кіші квадрат әдісін және қол жеткізуге болатын жалпыланған 



415

ISSN 1991-3494 6. 2023

ең кіші квадрат әдісін анық тексеру үшін пайдаланды.1970-2019 жылдар 
аралығындағы деректерге негізделген ТШИ мен өсу арасындағы осы байланысты 
эмпирикалық талдау. Негізгі гипотеза ‒ тікелей шетелдік инвестициялар 
елдің және субаймақтың экономикалық өсуіне оң әсер етеді. Нәтижелер 
бұл гипотезаны дәлелдеді,бірақ бұл макроэкономикалық тұрақтылыққа 
байланысты. Екінші жағынан, авторлар тікелей шетелдік инвестициялардың 
экономикалық өсуге оң әсерін беру арналары ретінде қаржылық даму, бизнестің 
ашықтығы және адами капитал сияқты факторлардың әсерін таппады. Зерттеу 
нәтижелері экономикалық пәндерді зерттеу шеңберінде және тікелей шетелдік 
инвестицияларды тартуды жоспарлау стратегияларын әзірлеуде пайдалы 
болуы мүмкін.

Түйін сөздер: тікелей шетелдік инвестициялар, экономикалық өсу, 
Макроэкономиканың тұрақтылығы, Ұлы көлдер Африкасы
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Аннотация. Потоки прямых иностранных инвестиций в район Великих
озер Африки неуклонно увеличиваются в последнее время, особенно после 
кризиса пандемии. Пример африканского региона может быть полезным для 
Казахстана, так как наш регион также является транзитным. Цель этой статьи 
состоит в том, чтобы определить, в конкретном случае стран Африки к югу от 
Сахары каналы передачи, через которые проходят входящие потоки прямых 
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иностранных инвестиций (ПИИ), которые могут оказать положительное 
влияние на экономический рост. Авторы использовали простой обобщенный 
метод наименьших квадратов, достижимый обобщенный метод наименьших 
квадратов и эмпирический анализ взаимосвязи между ПИИ и ростом на 
основе данных за период 1970-2019 гг. Основная гипотеза заключается в том, 
что прямые иностранные инвестиции оказывают положительное влияние на 
экономический рост страны и субрегиона. Результаты подтвердили выдвинутую 
гипотезу, и помогли выявить связь с  макроэкономической стабильностью. С 
другой стороны, авторы не нашли подтверждение влияния таких факторов, 
как финансовое развитие, открытость бизнеса и человеческий капитал как 
каналы передачи положительного влияния прямых иностранных инвестиций 
на экономический рост. Результаты исследования могут быть полезны в рамках 
изучения экономических дисциплин и при разработке стратегий планирования 
привлечения прямых иностранных инвестиций.

Ключевые слова: прямые иностранные инвестиции, экономический рост, 
стабильность макроэкономики, Африка Великих озер

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 signifi cant link between the quality of institutions and the instability 
of foreign direct investment in Africa. The lack of human capital infl uence was 
highlighted by Cleeve et al. (2015) and Ekodo (2020) in the specifi c 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 specifi c case of the Great Lakes 
countries, the transmission channels through which foreign direct investment can 
aff ect economic growth. Achieving this goal is important because foreign direct 
investment fl ows 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 benefi ting from foreign direct investment fl ows 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 infl uence of factors 
such as fi nancial development, trade openness and human capital as channels for 
transmitting the positive eff ect 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 
(fi g. 1). A likely 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 confi rms 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 confl ict 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 infl ation rate for a certain period of 
time was 275.73% for a country that experienced hyperinfl ation. 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 signifi cant. Thus, the empirical analysis is based on a panel data 
model specifi ed as follows:

Ү = αj + βij I + βmjM + βzjZj + ϵ (1)
where Y is the annual growth rate of GDP per capita; I, M and Z are vectors of 

variables, and ϵ is a member of the composite error. 
The vector I contains variables that, according to Levin and Renelt (1992), 

have a strong infl uence 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 refl ects 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 fi xed 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 
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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 (vectorI), 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
(1) (2) (3) (4)

FDI 0,5551*** 0,8091*** 0,4676 0,7073**
(0,0220)  (0,0676)  (0,2940)) (0,2997)

Gross fixed capital formation (GFCF) 0,4890*** 0,4846*** 0,3335*** 0,3510***
(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 c 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 



422

Bulletin the National academy of sciences of the Republic of Kazakhstan

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

(5) (6) (7) (8)
FDI 1,1307** 0,8802 -1,0896 0,8544***

(0,5661) (0,9398) (4,0980) (0,2551)
Gross fixed capital formation 
(GFCF)

0,3945*** 0,3511*** 0,3464*** 0,3745***
(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:

ΔY⁄Δ IDE = 0,854 − 0,00949×Inflation (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

(9) (10) (11) (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 
(GFCF)

0,222*** 0,322*** 0,197** 0,230*** 0,167**
(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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