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Abstract

Throughout history, the world has witnessed various changes in the
principles and approaches aimed at achieving economic development.
Foreign direct investment (FDI) is considered one of the most significant
sources of capital that has recently attracted remarkable attention. The
primary focus has been on achieving pure economic development to
stimulate economic growth. FDI has played a vital role by linking labor
markets and capital markets, increasing wages, and creating employment
opportunities that enhance productivity. This, in turn, contributes to
increasing the host countries’ reserves of foreign currencies. This study
adopts both the descriptive-analytical and econometric approaches. The
econometric method was employed to estimate a model testing the
relationship under investigation using time series data over the study period
to achieve the stated objectives. The findings indicate that there were
fluctuations in the rates of economic development in Libya during the study
period. The results further reveal that there is no short-run relationship
between foreign direct investment and real gross domestic product (GDP),
suggesting a unidirectional causality where FDI influences GDP but not
vice versa.
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