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Analysis of The Causal Relationship Between Direct Foreign Investments and 
Economic Freedom: An Evidence on OECD Countries 

 
Abstract 

In this study, the causality relationship between FDI and economic freedom and selected variables in 26 OECD countries, including 
Turkey, is analyzed using annual data for the 1996-2019 period. Dumitrescu Hurlin panel causality test is used as a method in the 
study. According to DH (2012) panel causality test statistics; It is concluded that there is a one-way causality relationship between 
FDI and economic freedoms, labor force and GDP growth rate, while there is a bidirectional causality between FDI and gross fixed 
capital formation and trade. According to the results, it can be said that policy makers should expand financing opportunities, 
encourage competition and entrepreneurship, and provide an efficient financial environment in order to increase foreign direct 
investment inflows. In addition, countries should attach importance to the improvement and development of economic freedom and 
encourage both internal and external FDI. 
Keywords: Economic freedom, foreign direct investment, Dumitrescu Hurlin panel causality test. 
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Tablo 1. Homojenlik Testi 

Test   Prob 

 

-7.927 0.000*** 

adj -9.504 0.000*** 
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logfdi 11.18 0.000*** 

logef 34.14 0.000*** 

loggdpgrw 50.06 0.000*** 

logtrade 50.29 0.000*** 

loglabor 54.43 0.000*** 

loggfcapital 14.08 0.000*** 
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Tablo 3.  

   
 Sabitli Sabit+Trendli Sabitli Sabit+Trendli 
logfdi -2.211 * -2.419  -3.697*** -3.852*** 
logef -2.110 * -2.351  -2.392*** -2.697** 
loggdpgrw -2.669 *** -2.739** -3.057*** -3.116 *** 
logtrade -2.085 * -2.327  -1.659  -1.853 
loglabor -2.262 ** -2.118  -2.123* -2.101 
loggfcapital -2.047  -2.393  -1.913 -2.088 

 logfdi -4.107*** -4.051*** -5.408*** -5.511*** 
 logef -3.142*** -3.131*** -4.672*** -4.660*** 
 logtrade -2.947*** -3.113*** -3.593*** -3.754*** 
 loglabor -2.787*** -3.044*** -3.545*** -3.760*** 
 loggfcapital -3.116*** -3.244*** -3.707*** -3.770*** 

Not: ve 
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Panel   

 W-bar istatistik  Z-bar istatistik k 

logef 0.8068 -0.6964 0.4862 

logfdi 7.0201 3.2573*** 0.0011 

logtrade 7.9062 4.6860*** 0.0000 

logfdi 7.5346 4.0869*** 0.0000 

loglabor 1.5020 1.8101* 0.0703 

logfdi 1.1629 0.5873 0.5570 

loggfcapital 10.1767 8.3472*** 0.0000 

logfdi 11.4866 10.4593*** 0.0000 

 loggdpgrw 1.0335 0.1207 0.9040 

logfdi  6.2631 2.0367** 0.0417 
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