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Abstract:

One of the ways to create jobs is increasing the
capacities of jobs through new investments. The aim of
this research is to analyze the effects of foreign direct
investment (FDI) on job creation in Iran. Thus, 1970-
2010 statistical data have been used to survey the
relationship between foreign direct investment and
employment in a theoretical and experimental frame. By
specifying an econometric model, the relations between
the variables have been estimated by ARDL model. The
results of research show that, foreign direct investment
directly and meaningfully influences the economic
growth to the extent that it improves the process of job
creation opportunities in short run (0.1286) and long run
(0.1261). Error correction coefficient (ECM) obtained in
this model shows that in each period 10/2 percent of
inequelibrium will justify and close to the long run
imbalances. CUSUM and CUSUMSQ structural
stability tests show that the estimated coefficients are
stable over the period.
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1. Foreign Direct Investment (FDI)
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Augmented
Test Dickey-
Variable | critical Fuller test Prob. 1(0,1,2)
values L
statistic

LL 0.9497 3.5654 0.9954 | 1(0)

LGDP | 1.5558 3.5683 0.4974 | 1(0)

LDI 1.5761 3.5683 0.4872 1(0)

FDI 0.6608 3.5654 0.8471 1(0)

LX 1.2547 3.5654 0.6335 1(0)

Null Hypothesis: LL, LGDP, LDI, FDI, LX, has a unit root,
Exogenous: Constant, Lag Length: 0 (Automatic based on
SIC, MAXLAG=10),

*MacKinnon (1996) one-sided p-values.
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ARDL(1,0,0,0,0) selected based on Schwarz Bayesian Criterion
Dependent variable is LL,410observations used for estimation from 1349 to 1389
Regressor Coefficient Standard Error T-Ratio[Prob]
LL(-1) 90133 .01994 12.5195[.000]
LGDP 11584 .10865 1.0662[.294]
LDI -.046831 .053846 -.86973[.390]
FDI .9625E-4 .8558E-5 1.1247[.268]
LX .0037122 .020943 .17726[.860]
C .0058233 48327 .012050[.990]
R-Squared = .98926 Schwarz Bayesian Criterion=67.8282
Serial Correlation*CHSQ(1)=2.8901[.089] | Ramsey's RESET test* CHSQ(1)= 4.5408[.033]
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Plot of Cumulative Sum of Recursive Residuals
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Plot of Cumulative Sum of Sqguares of Recursive Residuals

151

1.04

0.51

0.0

-0.5 t t t 4 + + t {
'1‘I349 1354 1359 1364 1369 1374 1379 1384 1389
The straight lines represent critical bounds at 5% significance lavel
dbe Ol 5,90 55 CUSUMQ ke gladilens cibil Ol 0 & (YD ,ls 908

Regressor Coefficient Standard Error T-Ratio[Prob]
LGDP .18184 1.2193 2.14913[.882]

LDI -.15842 51784 -3.30593[.762]
FDI 1261E-3 .1207E-3 2.0446[.304]
LX .11935 22182 3.53805[.594]

C 7.7942 10.1719 1.76628[.346]

ARDL(1,0,0,0,0) selected based on Schwarz Bayesian Criterion Dependent variable is
LL,410bservations used for estimation from 1349 to 1389
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Regressor Coefficient Standard Error T-Ratio [Prob]
dLGDP .018543 .13319 .13923[.890]
dLDI -.016155 .058843 -.27455[.785]
dFDI .1286E-4 .8881E-5 1.4480[.157]
dLX 012171 .021864 .55666[.581]
dC 79482 79502 .99977[.324]
ECM(-1) -.10198 .071486 -1.4265[.990]

Ecm = LL + 0.18184*LGDP + 0.15842*LDI - 0.1261E-3*FDI — 0.11935*LX — 7.7942*C
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