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Abstract

The present study aims to analytically examine the impact of health on foreign direct investment in
developing countries using a modeling approach. Accordingly, given that the general health of
communities plays a key role in attracting foreign investments, this research attempts to assess the
relationship between the state of health and treatment and the amount of FDI using data from 6 selected
developing countries (Iraq, Jordan, Turkey, Qatar, Egypt, and Iran) during the period 1990-2021 and
using the panel econometric method. The research findings show that the variable of degree of trade
openness (1.78%), gross domestic product (2.5%), and health indicators such as mortality rate (2.1%),
life expectancy (17.95%), and health costs (0.35%) can have a positive and significant effect on
foreign direct investment by improving health status. It should be noted that the positive effect of
mortality rate on increasing FDI could be due to the fact that an increase in this variable increases the
need for investment in the healthcare and treatment sectors, and therefore increases the attraction of
foreign investment in this sector. Finally, the coefficient of inflation rate (0.75%) and interest rate
(0.25%) had a negative and significant effect on foreign investment. Accordingly, it was found that
most of these variables have positive and significant effects on attracting foreign direct investment.
These findings show that public health and health indicators not only affect the quality of life and
social welfare, but also can contribute to the country's economic development and growth through
their impact on economic factors and investment attraction. In fact, the results of this research indicate
that countries that pay special attention to improving health and welfare indicators can attract more
investment through these improvements and thereby achieve sustainable growth.
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Extended Abstract
Introduction

Today, countries are seeking to attract financial resources through efficient methods to
achieve economic growth and development. One of the most important of these methods
is attracting capital through foreign direct investment (FDI).In addition to meeting
financial needs in the host country, foreign capital directly leads to increased investment,
production, employment, exports, and lower prices.

In addition to the role and importance of foreign direct investment, in recent years,
policymakers and many economic institutions and organizations have emphasized the
importance of population health and human capital formation, especially in developing
countries. Thus, improving population health and, subsequently, creating human capital
has received special attention as one of the effective factors in increasing the
attractiveness of countries to attract private capital, both domestic and foreign.

Accordingly, health is considered a key component of human capital that affects labor
productivity and economic growth.On the other hand, disease and the resulting mortality
can increase production costs and reduce foreign direct investment.Today, the role and
position of foreign capital as an effective factor in advancing economic goals for countries
facing a shortage of production capital is significant and significant.

Although the negative or positive effects of the entry of each foreign capital can be
examined separately, the most effective method for the entry of foreign capital into a
country, which usually brings with it production technology and employment, is foreign
direct investment. Therefore, there is extensive competition among many countries in the
world to attract foreign capital. The main challenge in relation to foreign direct investment
is to create the necessary domestic and international conditions to facilitate its entry into
developing countries.

According to the World Health Organization's Commission on Macroeconomics and
Health (2001), a healthy workforce is very important for attracting foreign direct
investment. In recent years, many international organizations have made similar
statements regarding the impact of health on foreign direct investment inflows.It is clear
that such statements have further strengthened the role and position of health in the global
development agenda, such that they have placed great emphasis on improving population
health and subsequently creating human capital as one of the effective factors in
increasing the attractiveness of countries to attract private capital, both domestic and
foreign.

There are various reasons why population health affects the attraction of foreign direct
investment.Evidence has shown that health is an integral part of human capital that
increases labor productivity and economic growth. A high level of human capital in the
workforce, when other factors are held constant, makes a country more attractive to
foreign investors.In contrast, high rates of absenteeism or frequent worker turnover due
to illness and resulting mortality can increase health and production costs, which in turn
can deter foreign direct investment.

If foreign investors see their health and their portfolios in a region as being at risk due
to high disease rates, they may refrain from investing in that region and the flow of foreign
direct investment into that region may decrease.Many studies have been conducted on
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foreign direct investment and the factors affecting it, and in this regard, the relationship
between foreign direct investment and various variables has been examined.However, the
relationship between population health as one of the main components of labor
productivity and foreign direct investment inflows has not been examined in the empirical
literature for developing countries.

Overall, this article is important for two reasons: First, developing countries face
severe resource constraints and must include huge health costs in their budgets.Second,
the prominent and important role of foreign direct investment for the international
economy must be fully understood by researchers and policymakers.Therefore, the
present study aims to examine the health status of the population on foreign direct
investment in developing countries during the period 1990 to 2023.

Methodology

The present study aims to examine the relationship between the health status of the

community and foreign direct investment inflows in developing countries, including

(Iraq, Jordan, Turkey, Qatar, Egypt, and Iran), using an analytical approach.This study

has been measured and examined from time series data over the period 1990-2023 using

the panel econometric method, and the source of all data collection is the World Bank

and the International Monetary Fund.

The form measurement of the pattern is in the form of the following equation:

FDIi: = a+B:Gdpir+ B2LEXi + BsMRti: + BaGHE;; + Bs Infii + Bv Openit + Bg RiRjt + it

Where:
— FDIit; Foreign Direct Investment of country i in period t

— Gdpit: Gross Domestic Product per capita of country i in period t

— LEXxit: Healthy Life Expectancy at Birth of country i in period t

— MRUtit: Under-5 Mortality Rate of child in country i in period t

— GHEit: Total Government Health Expenditure in country i in period t

— Openit: Economic Liberalization of country i in period t

— Infi: Inflation Rate of country i in period t

— RIiRit: Interest Rate of country i in period t

Research findings

The coefficient of degree of trade openness (LOPEN) shows that a 1 percent increase in
this variable leads to a 1.87 percent increase in FDI.The probability value close to zero
and the high t-statistic indicate a strong significance of this variable. This positive and
significant relationship indicates that trade openness acts as a key factor in attracting
foreign direct investment.

The positive coefficient of the mortality rate indicates that every 1 percent increase in
the mortality rate causes a 1.2 percent increase in FDIL.This result may be because an
increase in mortality rate increases the need for investment in the health and medical
services sectors and hence, foreign direct investment is attracted to these sectors. A
probability value of less than 0.05 indicates the significance of this relationship.The
positive coefficient of life expectancy indicates that with a 1% increase in life expectancy,
FDI increases by 17.95% on average.The probability of 0.04 is less than 0.05, indicating
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that this relationship is significant at the 5% level. Increased life expectancy is usually
associated with improved quality of life and general health, which is more attractive to
foreign investors.

Health expenditure (LHEALTH_EXPENDITURE) shows that every 1 percent
increase in this variable leads to a 0.35 percent increase in FDI.The very low probability
value (0.0014) indicates a high significance of this relationship. This positive and
significant relationship suggests that increasing health spending helps attract foreign
investment, as investors seek countries with adequate health infrastructure and a healthy
workforce.

Also, the positive GDP coefficient indicates that a 1 percent increase in GDP leads to
a 2.5 percent increase in FDI.The probability close to zero and the high t-statistic indicate
a very strong significance of this relationship. This result indicates that high GDP
indicates high economic potential and attractiveness for foreign investment.

A negative coefficient on the inflation rate indicates that a 1-point increase in the
inflation rate leads to a 0.75-point decrease in foreign direct investment (FDI). Given that
the coefficient is negative, this relationship means that as the inflation rate increases,
foreign direct investment (FDI) decreases.And finally, the negative coefficient of the
interest rate indicates that a 1-point increase in the interest rate leads to a 0.25-point
decrease in FDI. This negative relationship indicates that as the interest rate increases,
foreign direct investment (FDI) decreases.

High interest rates increase financing costs for investors. When interest rates are high,
foreign investors have to pay more to finance their projects in the destination country.
This increased financing cost can reduce the incentive to invest abroad.

Conclusion

Based on the results, it was found that most of these variables have positive and significant
effects on attracting foreign direct investment. These findings show that public health and
health indicators not only affect the quality of life and social welfare, but also can
contribute to the country's economic development and growth through their impact on
economic factors and investment attraction.

In fact, the results of this research indicate that countries that pay special attention to
improving health and welfare indicators can attract more investment through these
improvements and thereby achieve sustainable growth.
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