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Objectives:  

Sustainable economic development is one of the leading goals for every nation, 

especially for developing countries with low GDP per capita. Developing countries are 

characterized with low income per head, low level of human capital, high population 

growth rate, high level of property, massive unemployment and underemployment that 

cause major labor force seeking for employment in an informal economy sector with low 

labor productivity. Economic growth in those countries still relies mostly on capital but 

their average incomes are low that do not allow them to save much and invest in capital 

accumulation so that their stocks of capital are insufficient. Foreign investment provides 

one solution to the shortage of capital. Beside the supply of needed capital, direct foreign 

investment contributes actively to the creation of jobs, the training of skilled labor, the 

improvement of managerial and entrepreneurial skills and the transfer of technology. 

However, the extent of its effect and the determinants of its success are the things that we 

need to find out in order to advice appropriate policies to encourage foreign direct 

investment. The objective of this study is to analyze the effect of foreign direct 

investment on economic growth, especially for developing countries. The analysis is set 

on the framework of economic growth model. Modeling and simulation are the main 

methodology used in the study. 
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Contents: 

The content of the research covers three major issues: 

- Determine the main characteristics of developing countries. 

- Develop an economic growth model which is appropriate to a developing country. 

- Analyze the effect of direct foreign investment on economic growth of developing 

country in the framework of the constructed model. 

Results: 

The main characteristics of developing countries have been found and discussed 

and base on these characteristics an appropriate model was developed and used to 

analyze the effect of direct foreign investment on economic performance and growth of 

developing country. From the analysis, implications are withdrawn to offer advisory 

policy to improve the efficiency of direct foreign investment on economic growth goals. 

 

 

 

 


