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Abstract:

Foreign direct investment is considered amovement of international
capital and a source of external financing. An investment aimed at
attracting this type of investment, and this research study aims to measure
the role of fiscal policy in the side of foreign direct investment flows to
Ghana during the period (2000-2018), by using a standard model using the
regular small squares method.

The measurement study found that there is a role for fiscal policy in
Ghana in influencing foreign direct investment flows through its tools
(public spending, public revenues, public loans), and this is known as the
direct effect of fiscal policy, and this role was positive with public
spending, and negatively with revenues and public debt balance, as well as
the fiscal policy found an indirect effect on foreign direct investment flows
to Ghana through some variables related to the fiscal policy, such as the
GDP variable, the current balance of payments variable, and its effect
differed from the other variable.

The study recommends working to address the budget deficit during
the activation of current revenues, and as far as possible from resorting to
loans because of their negative impact on foreign direct investment flows,
as well as working on developing, strengthening and modernizing the
infrastructure of the economy because of its positive impact in attracting
foreign direct investment inflows. To Ghana, and finally to re-study the
financial and tax incentive structure for domestic and foreign investors;
As it is insufficient in attracting foreign direct investment in Ghana.
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1-Whnjala Philp Simiyu, The Effects of fiscal policy on Foreign Direct Investment Inflowes
in Kenya for the Period 2000- 2014 " Unpublished Master of Business Administration
"MBA" (.United State, International University Af rica, 2016 ) p.28-30
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1-AlalawnehMustafa Mohammad, The Impact of Monetary and Fiscal Policy on The
Climate Investment: An Empirical Study on Jordan , Economic Researcher,
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1- Nitibhasin ,"The Impact of Fiscal Policy on Foreign Direct Investment Inflows: A Study of
India and Select Asian Economies",
At: http://ssrn.com/abstract=2436798
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S5iaual) dic
LFDI LGDP LGOVR | LGOVEX | LGOVTD LBOP
t-Statistic | -0.9990 | -0.1979 -0.7081 -0.8211 1.6590 -1.5045
el Prob. 0.7302 0.9226 0.8204 0.7886 0.9990 0.5085
n0 no n0 n0 no no
t-Statistic | -0.9838 | -3.2756 -3.2327 -2.8241 -1.3379 -1.1473
e ya Prob. 0.9211 0.1019 0.1132 0.2072 0.8437 0.8909
oladly culi
n0 no no no no0 no0
t-Statistic | 0.6083 1.6783 1.2986 0.9920 3.3599 -0.5044
i O g Prob. 0.8383 0.9721 0.9443 0.9078 0.9992 0.4835
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n0 no no no no0 no0
Js¥ @Al Aa] s
d(LFDI | d(LGDP | d(LGOV | d(LGOVE | d(LGOVT
d(LBOP
) ) R) X) D) (LBOP)
t-Statistic | -3.3274 | -4.9139 -4.0101 -4.8148 -3.0256 -3.4888
culs
Prob. 0.0298 0.0013 0.0078 0.0016 0.0525 0.0218
;-’JM‘ Siua *% *k%k *k%k *k%k * *k
t-Statistic | -3.3688 | -4.7874 -3.8755 -4.0598 -3.8757 -3.5806
sladly el
Prob. 0.0891 0.0074 0.0375 0.0287 0.0375 0.0625
;-’JM‘ Siua * *k%k *% *% *k *
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Ssimall die
s O t-Statistic | -3.0321 -3.7462 -3.3751 -4,1028 -2.0795 -3.5697
oladly Prob. 0.0048 0.0009 0.0021 0.0004 0.0393 0.0014
a:l,u‘ ‘533“ *kk *kk *kk *kk *% *kk
LAVEYSIY

Significant

. (*)Significant at the 10%; (**)Significant at the 5%; (***) Significant at the 1% and (no) Not
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Dependent Variable: D(LFDI)
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Sample (adjusted): 2001 2018
Included observations: 16 after adjustments
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Variable Coefficient Std. Error t-Statistic Prob.
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2006 0.92 0.64 | 20.441 | -1.056 | 3.47 4.359 5.33
2007 0.93 1.38 | 24.828 | -2.379 | 4.848 | 6.048 7.731
2008 1.05 2,71 | 28.679 | -3.327 | 5.353 | 7.629 9.283
2009 1.4 237 | 26.048 | -1.897 | 4.839 | 5.892 9.497
2010 1.43 253 | 32197 | -2.747 | 6.162 | 8.065 | 12.176
2011 1.52 325 | 39.337 | -3.541 | 8.855 | 8.803 | 15.613
2012 1.82 3.29 | 41271 | -4912 | 9.159 | 1159 | 19.781
2013 1.98 3.23 | 62.405 | -5.704 | 9.835 | 13.776 | 26.809
2014 2.9 3.36 | 53.66 | -3.695 | 8533 | 11.022 | 27.438
2015 3.71 3.19 | 48565 | -2.824 | 8.38 | 10.066 | 27.018
2016 3.91 349 | 5501 | -2.832 | 6.613 | 13.076 | 31.27
2017 4.35 325 | 58998 | -2.003 | 9.26 | 11.951 | 32.786
2018 4.59 299 | 65.556 | -2.044 | 10.379 | 12.68 | 37.706

% AT T g (1) (o) anl
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Date: 02M16/21 Time: 01:41

Sample: 2000 2018

Included observations: 18

Series; FDI GDP GOVR GOVEX GOVTD BOP
Lags interval; Mo lags

Selected (0.05 level*) Number of Cointegrating Relations by Model

Al Al (i die cifiad clpiial) ges oY didall Jalill O puilaga LIRS sl o

Dafa Trend: Mone Mong Linear Linear Cuadratic
TestType Molintercept  Intercept Intercept Intercept Intercept
Ma Trend Ma Trend Ma Trend Trend Trend
Trace 4 5 5 5 2
Max-Eig 0 0 0 0 0
*Critical values based on MacKinnon-Haug-Michelis (1999)
Information Criteria by Rank and Model
Data Trend: Mone Mone Linear Linear Quadratic
Rankor  Molintercept  Intercept Intercept Intercept Intercept
Mo. of CEs Ma Trend Ma Trend Ma Trend Trend Trend

Schwarz Criteria by Rank (rows) and Model (columns)
18.87553 18.87553 18.77452 18.77452
18.77669 18.93721 19.04642 19.10942
19.11602 19.40345 19.45757 19.55530
18.73375 2003599 2013410 20.38755
2069724 21.10258 21.16438 21.35780
2229902 22 31196 22 22588 22 54932
24 09487 2414321 2414321 2406538

mmamm—LH

18.98227
19.28210
20.09139
21.10206
2217831
24.06538

il g O puailign LAY galind) lgasils Al Luia)l) Clgadl) 330 iagh )y gual) o3
Jalsil) LIRS & dardicuall ddyhl) aad ISy i piial)
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Date: 02/16/21 Time: 02:00
Sample (adjusted): 2001 2018
Included observations: 18 after adjustments
Trend assumption: Quadratic deterministic trend
Series: FDI GDP GOVR GOVEX
GOVTD BOP
Lags interval (in first differences): No lags

Unrestricted Cointegration Rank Test (Trace)

Hypothesize
d Trace 0.05
Critical

No. of CE(s) Eigenvalue  Statistic Value Prob.**
None * 0.818652  112.6583  107.3466 0.0214
Atmost1* 0.803498  81.92624  79.34145 0.0315
Atmost2 0.672946  52.63877  55.24578 0.0833
Atmost3 0599980  32.52146  35.01090 0.0902
Atmost4 0572869  16.02913  18.39771 0.1040
Atmost5 0.039059  0.717154  3.841466 0.3971

Trace test indicates 2 cointegratingeqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesize
d Max-Eigen 0.05
Critical

No. of CE(s) Eigenvalue  Statistic Value Prob.**
None 0.818652  30.73206  43.41977 0.5726
Atmost1l 0.803498  29.28747  37.16359 0.3016
Atmost2 0.672946  20.11731  30.81507 0.5412
Atmost3 0599980  16.49233  24.25202 0.3745
Atmost4 0572869  15.31198  17.14769 0.0907
Atmost5 0.039059  0.717154  3.841466 0.3971

Max-eigenvalue test indicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level

% AT T g (1) (o) anl
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**MacKinnon-Haug-Michelis (1999) p-values

1 Cointegrating Log
Equation(s): likelihood -136.1560

Normalized cointegrating coefficients (standard error in
parentheses)
FDI GDP GOVR GOVEX  GOVTD BOP
1.000000 -0.184315 0.373349 -1.178698  0.198576  0.452346
(0.06298)  (0.28972)  (0.42083)  (0.05857)  (0.56429)

shystia o o Zasalll Clpiie o diida Jalss 4l Trace test gud JLas) dauii o Jaadly
Max ) gashe gilis JLid) Jalad alg cJushll Ja¥) (& (aral) \guars 2 55 g dgadll
Al asall lgy dinyg A8y JiS) piad Ally () Ll @ili (e ddlida Lgadlli oY Eigne
N ol dide JalSi 3gag Ao

BA I E\AM

Covariance Analysis: Ordinary

Date: 02/16/21 Time: 03:11
Sample: 2000 2018

Included observations: 19

Correlation
Probability|LFDI LGDP LGOVR LGOVEX LGOVTD LBOP

LFDI 1.000000

LGDP 0.955964 1.000000
0.0000  -----

LGOVR 0.920700 0.976241 1.000000
0.0000 0.0000  -----

LGOVEX [0.952593 0.992032 0.981940 1.000000
0.0000 0.0000 0.0000  -----

LGOVTD [0.692510 0.789209 0.751290 0.777192 1.000000
0.0010 0.0001 0.0002 0.0001 = -----

s Y ] ) %
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LBOP 0.882284 0.852317 0.853399 0.875775 0.550424  1.000000
0.0000 0.0000 0.0000 0.0000 0.0146  -----

:\,'\,\,u.d\ LA J\IVEN

Pairwise Granger Causality Tests
Date: 02/16/21 Time: 03:15
Sample: 2000 2018
Lags: 1

F-
Null Hypothesis: Obs Statistic Prob.

LGDP does not Granger Cause
LFDI 18 5.188450.0378
LFDI does not Granger Cause LGDP 0.95698 0.3435

LGOVR does not Granger Cause
LFDI 18 7.949700.0129
LFDI does not Granger Cause LGOVR 0.36922 0.5525

LGOVEX does not Granger Cause
LFDI 18 5.153930.0384
LFDI does not Granger Cause LGOVEX 0.07913 0.7823

LGOVTD does not Granger Cause
LFDI 18 1.058820.3198
LFDI does not Granger Cause LGOVTD 7.868830.0133

LBOP does not Granger Cause
LFDI 18 0.759050.3974
LFDI does not Granger Cause LBOP 4.14118 0.0599

LGOVR does not Granger Cause
LGDP 18 4.702520.0466
LGDP does not Granger Cause LGOVR 0.81836 0.3800

LGOVEX does not Granger Cause
LGDP 18 2.647480.1245
LGDP does not Granger Cause LGOVEX 0.48724 0.4958

LGOVTD does not Granger Cause 18 0.378550.5476

% AT T g (1) (o) anl
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LGDP
LGDP does not Granger Cause LGOVTD 7.07458 0.0178

LBOP does not Granger Cause
LGDP 18 0.280530.6041
LGDP does not Granger Cause LBOP 2.93358 0.1073

LGOVEX does not Granger Cause
LGOVR 18 1.082220.3147
LGOVR does not Granger Cause
LGOVEX 9.26114 0.0082

LGOVTD does not Granger Cause
LGOVR 18 0.332740.5726
LGOVR does not Granger Cause
LGOVTD 5.10317 0.0392

LBOP does not Granger Cause
LGOVR 18 0.118310.7357
LGOVR does not Granger Cause LBOP 5.36114 0.0352

LGOVTD does not Granger Cause
LGOVEX 18 1.271750.2772
LGOVEX does not Granger Cause
LGOVTD 4.89263 0.0429

LBOP does not Granger Cause
LGOVEX 18 0.451540.5118
LGOVEX does not Granger Cause LBOP 4.22139 0.0578

LBOP does not Granger Cause
LGOVTD 18 1.936970.1843
LGOVTD does not Granger Cause LBOP 0.00970 0.9228
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