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Summary

The phenomenon of foreign direct investment (FDI) has been widely increased during the
last two decades, as many countries have various success stories in attracting and soliciting
foreign investments, while others have failed. However, and as an growing phenomenon all
over the world, a debate between its supporters and opponents is being rising greater than

ever.

According to my knowledge, this investigative study could be the first ever study in probing
the impact of foreign direct investment on GDP of the Palestinian economy as one of the
important measurement of economic indicators. Moreover, the study focus on comparing
enterprises with the most important attractive economic indicators to foreign direct

investment and those enterprises with only domestic investment.

This study sheds light on impact of FDI on the value added to enterprises working in the
Palestinian territories particularly in GDP, and on selected indicators such as stock of paid
capital, productivity, and employment. The methodology is based on examining economic
theory to choose the most appropriate economic model, by using the statistical methods to
serve the study main goal as of multiple regression and hypothesis testing procedures. Cobb-
Douglas function was taken up to estimating the model of this study by using multiple
regression method where a natural logarithm of the value added in FDI enterprises is a
dependant variable, while the natural logarithm for both labor, stock of paid capital are
independent variables, to demonstrate combined effect of some value added determinants in
enterprises working in the Palestinian territories. Needless to mention that the study mainly
used data of foreign investment survey 2012 implemented by the Palestinian Central Bureau
of Statistics in cooperation with Palestinian Monetary Authority, in addition to economic

series surveys of 2012.

The results showed that the total value added of FDI enterprises in working in the Palestinian
territories is amounted up to USD 594 million representing 5% of Gross Domestic Product
(GDP) in the Palestinian territory and 9% of the total value added of enterprises operating in

the Palestinian territories, as the financial and insurance sector amounted up to 51%.

Moreover, the results showed that the value added per worker amounted to USD 65 thousand
for FDI enterprises, while in private sector enterprises amounted up to USD 18 thousand or
approximately by the third. FDI enterprises operated 2.4% only of the total number of

workers in the private sector.
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By comparing the main economic indicators of private sector enterprises and foreign direct
investment enterprises for main economic variables, the results also showed that foreign
investment enterprises generated more of value added compared to private sector enterprises,
since the labor productivity in those enterprises exceeded by three times the amount in private
sector enterprises due to the skilled labor and modern techniques used, at the same time, the
paid capital productivity didn’t exceed the half because of the huge capital invested in FDI
enterprises compared to paid capital invested in private sector enterprises in average. Also,
FDI enterprises considered as capital intensive enterprises compared to private sector ones but

both kinds of them are considered as labor intensive enterprises.

Applying the economic model of this study, a positive impact of both stock of paid capital
and labor on the value added is being shown, as the impact was statistically significant for all
independents variables. The estimated elasticity's showed that FDI stocks are more efficient in
generating the value added in the enterprise compared to domestic investment (capital) stocks.
the value of (R?) showed that 75% of changes in the value added is due to the changes of

independents variable together, so that the model used in the study is significant.

The study is an important and comprehensive document to serving the economic policy
makers in general, and the Palestinian economy in particular, which suffered a structural
deformation. It exemplified and illustrated a complete picture of the impact of foreign direct
investment on Palestinian economy and presennt the characteristics of FDI enterprises in

details.

Finally, The author does urge government and PMA to improve fiscal and monetary policies
by ensuring that regulations are encouraging and channeling FDI towards productive sectors,

as well as decreasing outflow of local resources of Palestinian economy.

By concluding, we call up on official institutions and decision-makers to use study results and

recommendations to uphold foreign direct investments issues in the Palestinian territories.
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