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Methodology

• Sample Size and Sample Period: 2001-2012 for 8 CAREC Countries 
namely, Afghanistan, Azerbaijan, Tajikistan, Georgia, Mongolia, 
Pakistan, Kazakhstan and Kyrgyz Republic. 

Type of Dataset: Un balanced Panel Data. 

Estimation Technique: System Generalized Methods of Moment 
(GMM)



Model Specification

𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪 𝑶𝑶𝑶𝑶𝑶𝑶𝑶𝑶𝑶𝑶𝑶𝑶𝑶𝑶 𝑭𝑭𝑭𝑭𝑭𝑭 = 𝜶𝜶𝒐𝒐 + 𝜷𝜷𝟏𝟏𝑮𝑮𝑮𝑮𝑮𝑮𝒊𝒊,𝒕𝒕 + 𝜷𝜷𝟐𝟐𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝒊𝒊,𝒕𝒕+ 𝜷𝜷𝟑𝟑𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝒊𝒊,𝒕𝒕+    

                                          𝜷𝜷𝟒𝟒𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰 𝑸𝑸𝑸𝑸𝑸𝑸𝑸𝑸𝑸𝑸𝑸𝑸𝑸𝑸𝒊𝒊,𝒕𝒕+𝜷𝜷𝟓𝟓 𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵 𝑹𝑹𝑹𝑹𝑹𝑹𝑹𝑹𝑹𝑹𝑹𝑹𝑹𝑹𝑹𝑹𝑹𝑹𝒊𝒊,𝒕𝒕+µi,t                   (1) 

𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪𝑪 𝑶𝑶𝑶𝑶𝑶𝑶𝑶𝑶𝑶𝑶𝑶𝑶𝒅𝒅 𝑭𝑭𝑭𝑭𝑭𝑭 = 𝜶𝜶𝒐𝒐 + 𝜷𝜷𝟏𝟏𝑮𝑮𝑮𝑮𝑮𝑮𝒊𝒊,𝒕𝒕 + 𝜷𝜷𝟐𝟐𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝑻𝒊𝒊,𝒕𝒕+ 𝜷𝜷𝟑𝟑𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝒊𝒊,𝒕𝒕+ 𝜷𝜷𝟒𝟒𝑰𝑰𝑰𝑰 ∗ 𝑵𝑵𝑵𝑵𝒊𝒊,𝒕𝒕 +                    

µi,t                                                                                                                                                      (2) 



Results

Table 1: Regression Estimates for Main Specification 
Variables Model 1 (Panel A) Model 2 (Panel B) 

 Coefficient Prob.  Coefficient Prob.  
LGDP 0.812 0.002*** 1.010 0.000*** 
NR 0.0463 0.050** ---- ---- 
IQ -0.112 0.324 ---- ---- 
NR*IQ ---- ---- 0.0284 0.001*** 
TO 0.016 0.125 0.0138 0.143 
INF 0.0173 0.010** 0.0163 0.010** 

                      Note: Dependent Variable: Log of Chinese FDI inflows 
                     Lag 1 of the dependent variable is used for empirical estimations and was found significant. 
                    ** and *** denote 5% and 1% level of significance, respectively.  
                     Source: Authors’ Estimations 



Table 2: Regression Estimates with the Dummy Variable for Landlocked Countries 
Variables         Model 1 (Panel A) Model 2 (Panel B) 

 Coefficient Prob.  Coefficient Prob.  
LGDP 0.540 0.093 0.958 0.001 
NR 0.0505 0.034 ---- ---- 
IQ -0.116 0.309 ---- ---- 
NR*IQ ---- ---- 0.0277 0.003 
D1 2.142 0.132 0.450 0.749 
TO 0.0198 0.071 0.0147 0.137 
INF 0.0200 0.004 0.0170 0.012 

                               Note: Dependent Variable: Log of Chinese FDI inflows 
                              Lag 1 of the dependent variable is used for empirical estimations and was found significant. 
                             ** and *** denote 5% and 1% level of significance, respectively. 
                            Source: Authors’ Estimations 
 



                              Table 3: Regression Estimates for Rest of the World 
Variables  

 Coefficient Prob.  

LGDP 0.001 0.003*** 

NR -4.121 0.036** 

IQ -22.897 0.418 

TO 1.160 0.008*** 

INF 7.297 0.091* 

Note: Dependent Variable: Log of Chinese FDI inflows 
         Lag 1 of the dependent variable is used for empirical estimations and was found significant. 
         *,** and *** denote 1%, 5% and 1% level of significance, respectively.  
Source: Authors’ Estimations 
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