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Foreign Direct Investment, Financial Market Development and
Economic Growth in Selected West Asian Countries

Abstract
Economic growth has important purposes in the micro-economy of each country; hence many
factors can be involved for obtaining economic growth.

On this basis, Foreign Direct Investment (FDI) which relates internal economy to global
economy is an effective and determinant factor on the economic growth; provided that the
absorbent conditions exist in a country. One of the prerequisites of this evolution is existence of
developed financial market. In fact this rule cannot be ignored by developed countries, which
have experience in using FDI to achieve sustained economic growth which the rule of financial
markets in such countries cannot be denied. In this research, our purpose is to assess the role of
FDI and financial market development on economic growth in selected west Asian countries,
including Iran, in the period between 1995-2011. In the form of a cross effect of FDI and
financial development with economic growth model is studied.

The results which are earned from estimation of economic growth pattern using panel data
method show that FDI has a positive and meaningful effect on economic growth if financial
market development is existed in this counties.

These keywords: Economic Growth, Foreign Direct Investment (FDI), Financial Market
Development, Panel-Data models.



