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Estimation of the impact of foreign direct investment on
unemployment in the Tunisian economy using the
Autoregressive distributed lag model ( ARDL) for the period
(1991-2017)
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Abstract

As a developing country< Tunisia needs support from other countries to achieve
economic growth. This is achieved through the receipt of large foreign direct investment
(FDI)« which contributes to raising the employment rate< which in turn raises the
standard of living among Tunisians and increases their gross domestic product (GDP).
This study aims to determine the impact of FDI inflows as well as other variables in
reducing unemployment in the Tunisian economy over the short and long term by using
the ARDL model presented by Pesaran & et al 2001. The empirical results revealed a
long-term relationship between FDI and the unemployment rate. The relationship was
inverse« which meant that the increase in foreign direct investment inflows contributed
to the reduction of unemployment. In the error correction model« the error correction
coefficient (-0.626264) Which means that about 63% of the short-term deviation from
the long-term balance is restored in the following year. One of the most important
recommendations of the study is that economic policies in Tunisia should aim to attract
foreign direct investment to the country to achieve several gains¢< the most important of
which is the reduction of unemployment.

Keywords: foreign investment< unemployment« Tunisia <the Autoregressive distributed
lag model.
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