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The Effect of Foreign Direct Inves tment on Employment 
in Selected Oil-Exporting Countries of the Persian Gulf

Abs tract
Employment, as one of the factors of development, has a significant impact on economic 
growth, poverty reduction, and social welfare. Foreign direct inves tment flows in the world 
in the las t two decades have had a noticeable impact on the labor market in developed 
and developing economies. The impact of foreign direct inves tment on employment levels 
can vary depending on the economic conditions and s tatus of each country, as well as 
the type and amount of inbound inves tments. This current article evaluates the impact of 
foreign direct inves tment on employment levels during the period 2019-2000 in 6 selected 
countries in the Persian Gulf region, including Iran, Saudi Arabia, Qatar, Kuwait, Bahrain, 
and Iraq, using panel data methodology. The results show that foreign direct inves tment 
has a positive and significant impact on employment. Additionally, gross domes tic product 
has a positive and significant impact on employment. Oil revenues, human capital, and 
ins titutional quality have a negative and significant impact on employment. Based on the 
results of the article, attracting FDI can be proposed as a s trategy to increase employment 
levels in these countries. In other words, foreign direct inves tment and gross domes tic 
product can significantly contribute to increasing employment and improving the economic 
and social conditions of countries in the Persian Gulf region.
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1.‌Introduction
The‌Impact‌of‌Foreign‌Direct‌Inves‌tment‌on‌Employment‌is‌one‌of‌the‌important‌
and‌widely‌s‌tudied‌topics‌in‌the‌economy‌of‌the‌countries‌in‌the‌Persian‌Gulf‌region.‌
Given‌the‌abundant‌oil‌resources‌in‌this‌area,‌foreign‌inves‌tments‌are‌considered‌
as‌one‌of‌the‌main‌sources‌of‌capital‌for‌these‌countries.‌This‌type‌of‌inves‌tment‌
can‌have‌ a‌ significant‌ impact‌ on‌ employment‌ and‌ the‌overall‌ economy‌of‌ these‌
countries.‌With‌the‌increase‌in‌foreign‌direct‌inves‌tment,‌creating‌job‌opportunities‌
for‌the‌local‌population‌is‌among‌the‌important‌effects‌of‌these‌activities.‌This‌type‌
of‌ inves‌tment‌ usually‌ leads‌ to‌ an‌ increase‌ in‌ local‌ workforce‌ and‌ employment‌
by‌ es‌tablishing‌ and‌ expanding‌ production‌ and‌ service‌ units.‌Additionally,‌ these‌
inves‌tments‌ can‌ contribute‌ to‌ technology‌ transfer,‌ upgrading‌ the‌ skills‌ of‌ local‌
workers,‌ and‌ developing‌ regional‌ business‌ insights.‌ The‌ main‌ objective‌ of‌ this‌
article‌is‌to‌inves‌tigate‌the‌impact‌of‌foreign‌direct‌inves‌tment‌on‌employment‌in‌
selected‌countries‌ in‌ the‌Persian‌Gulf‌ region‌(Iran,‌Saudi‌Arabia,‌Qatar,‌Kuwait,‌
Bahrain,‌and‌Iraq)‌using‌data‌from‌the‌period‌2000‌to‌2019.

2.‌Theoretical‌Framework
The‌ type‌ of‌ activities‌ carried‌ out‌ by‌ Foreign‌ Direct‌ Inves‌tment‌ (FDI)‌ can‌ also‌
influence‌ its‌ impact‌ on‌ employment.‌For‌ example,‌ in‌ some‌ indus‌tries,‌FDI‌may‌
lead‌to‌an‌increase‌in‌employment,‌while‌in‌other‌indus‌tries,‌it‌may‌have‌no‌positive‌
or‌negative‌impact.‌On‌the‌other‌hand,‌some‌economic‌literature‌sugges‌ts‌that‌FDI‌
may‌not‌affect‌employment.‌FDI‌could‌have‌a‌neutral‌impact‌because‌its‌relationship‌
with‌other‌sectors‌of‌the‌economy‌may‌be‌complex‌and‌diverse.‌For‌ins‌tance,‌if‌FDI‌
in‌a‌specific‌sector‌leads‌to‌an‌increase‌in‌demand‌for‌other‌products‌and‌services,‌
its‌positive‌effects‌on‌employment‌in‌other‌sectors‌of‌the‌economy‌may‌be‌observed.‌
However,‌in‌some‌cases,‌these‌relationships‌may‌have‌neutral‌effects.

3.‌Methodology
The‌ topic‌ of‌ inves‌tigating‌ the‌ impact‌ of‌ Foreign‌ Direct‌ Inves‌tment‌ (FDI)‌ on‌
Employment‌ in‌ selected‌ oil-exporting‌ countries‌ in‌ the‌Persian‌Gulf‌ region‌ is‌ of‌
interes‌t.‌To‌examine‌these‌effects,‌the‌panel‌data‌methodology‌is‌considered‌as‌a‌
suitable‌analytical‌approach.‌This‌method‌allows‌for‌the‌consideration‌of‌temporal‌
and‌spatial‌variations‌in‌the‌data‌and‌manages‌fixed‌and‌random‌effects.‌By‌using‌
this‌approach,‌the‌effects‌of‌FDI‌on‌employment‌over‌time‌and‌in‌different‌countries‌
can‌ be‌ s‌tudied,‌ and‌ various‌ factors‌ that‌ may‌ influence‌ this‌ relationship‌ can‌ be‌
controlled.‌This‌method‌is‌of‌great‌importance‌in‌analyzing‌the‌economic‌and‌social‌
effects‌of‌foreign‌direct‌inves‌tment‌on‌employment‌in‌this‌region.

4.‌Discussion
The‌ article‌ discusses‌ the‌ results‌ of‌ a‌ s‌tudy‌ on‌ the‌ impact‌ of‌ Foreign‌ Direct‌
Inves‌tment‌ (FDI)‌ on‌ Employment‌ in‌ six‌ selected‌ countries‌ in‌ the‌ Persian‌ Gulf‌
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region,‌including‌Iran,‌Saudi‌Arabia,‌Qatar,‌Kuwait,‌Bahrain,‌and‌Iraq,‌during‌the‌
period‌of‌2000-2019.‌Employment‌is‌considered‌a‌crucial‌factor‌for‌development,‌
significantly‌influencing‌economic‌growth,‌poverty‌reduction,‌and‌social‌welfare.‌
The‌flows‌of‌FDI‌worldwide‌have‌had‌a‌considerable‌impact‌on‌the‌labor‌market‌in‌
both‌developed‌and‌developing‌economies‌in‌recent‌decades.‌The‌effect‌of‌FDI‌on‌
employment‌can‌vary‌depending‌on‌the‌economic‌conditions‌of‌each‌country‌and‌
the‌type‌and‌amount‌of‌ incoming‌inves‌tments.

The‌s‌tudy‌utilized‌panel‌data‌methodology‌to‌evaluate‌the‌relationship‌between‌
FDI‌and‌employment‌ levels‌ in‌ the‌selected‌Gulf‌countries.‌The‌ results‌ indicated‌
a‌ positive‌ and‌ significant‌ impact‌ of‌ FDI‌ on‌ employment.‌ Additionally,‌ Gross‌
Domes‌tic‌Product‌(GDP)‌had‌a‌positive‌and‌significant‌effect‌on‌employment,‌while‌
oil‌revenues,‌human‌capital,‌and‌ins‌titutional‌quality‌had‌negative‌and‌significant‌
effects‌on‌employment.‌Based‌on‌the‌findings,‌attracting‌FDI‌could‌be‌considered‌a‌
s‌trategy‌to‌increase‌employment‌levels‌in‌these‌countries.‌In‌other‌words,‌Foreign‌
Direct‌Inves‌tment‌and‌GDP‌can‌significantly‌contribute‌to‌increasing‌employment‌
and‌improving‌the‌economic‌and‌social‌conditions‌in‌the‌Persian‌Gulf‌countries.

By‌ addressing‌ these‌ challenges‌ and‌ implementing‌ targeted‌ policies,‌ such‌ as‌
improving‌human‌capital,‌economic‌diversification,‌and‌ins‌titutional‌quality,‌GCC‌
countries‌can‌fully‌harness‌the‌potential‌of‌foreign‌inves‌tment‌to‌s‌timulate‌economic‌
development‌and‌create‌permanent‌job‌opportunities.

5.‌Conclusion‌and‌Sugges‌tions
The‌s‌tudy‌examined‌the‌impact‌of‌Foreign‌Direct‌Inves‌tment‌(FDI)‌on‌Employment‌
levels‌ in‌ selected‌ countries‌ in‌ the‌ Persian‌Gulf‌ region‌ over‌ the‌ period‌ of‌ 2000-
2019.‌The‌results‌revealed‌a‌positive‌and‌significant‌relationship‌between‌FDI‌and‌
employment,‌ indicating‌ that‌ attracting‌ FDI‌ can‌ be‌ a‌ viable‌ s‌trategy‌ to‌ increase‌
job‌opportunities‌in‌these‌countries.‌Additionally,‌Gross‌Domes‌tic‌Product‌(GDP)‌
was‌found‌ to‌have‌a‌positive‌effect‌on‌employment,‌highlighting‌ the‌ importance‌
of‌economic‌growth‌in‌driving‌job‌creation.‌On‌the‌other‌hand,‌factors‌such‌as‌oil‌
revenues,‌human‌capital,‌and‌ins‌titutional‌quality‌were‌identified‌as‌having‌negative‌
effects‌on‌employment,‌sugges‌ting‌the‌need‌for‌targeted‌policies‌to‌address‌these‌
challenges.

Promoting‌FDI‌Inflows:‌Governments‌in‌the‌Persian‌Gulf‌countries‌should‌focus‌
on‌creating‌a‌ conducive‌environment‌ to‌ attract‌more‌FDI.‌This‌ can‌be‌achieved‌
through‌policy‌reforms,‌infras‌tructure‌development,‌and‌inves‌tment‌incentives.‌In‌
conclusion,‌the‌findings‌of‌this‌s‌tudy‌underscore‌the‌importance‌of‌FDI‌in‌driving‌
employment‌ growth‌ in‌ the‌ Persian‌ Gulf‌ countries.‌ By‌ implementing‌ targeted‌
s‌trategies‌to‌attract‌FDI,‌inves‌ting‌in‌human‌capital,‌diversifying‌the‌economy,‌and‌
improving‌ins‌titutional‌quality,‌these‌countries‌can‌harness‌the‌potential‌of‌foreign‌
inves‌tment‌to‌enhance‌employment‌opportunities‌and‌fos‌ter‌sus‌tainable‌economic‌
development.
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