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{common coefficients and intercept for cross-sections)

Dependent Variable: NSNU?

Method: GLS (Cross Section Weights)
Included observations: 7

Number of cross sections used: 22

Total panet (balanced) observation: 132
Convergence achieved after 23 iterations

Variable Coefficient Std-Error t-Statistic Prob
c 0.884210 0.164623 5371129 0.0000
A? 0.026507 0.007904 3.365207 0.0010
Y7 3.19E.05 5.56E.08 0.574147 0.5669
K? -0.063158 0.140504 0.449508 0.6538
AR(1) 0.825231 0.042408 19.46038 0.0000
Weighted Statistics
R-squared 0.905332 Mean dependent var 2425483
Adjusted R-squared 0.802350 S. D. dependent var 1.592847
S>E> of regression 0.497748 Sum squared resid 31.48462
F. statistic 303.6326 Durhin-Watson stat 2.096750
Prob {F- statistic) 0.000000
Unweghted Statistics
R_ squared 0.124844 Mean dependent var 1.321480
Adjusted R-squared 0.097280 5>D> dependent var 0.523884
S>E> of regression 0.497750 Sum squared resid 31.46483
Durbin-Watson stat 2.108182
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(A" Lol o) GLS g, & Jgl g 0,912 ¥ Jor
Common coefficients and intercept) with squared term (A°)

Dependent Variable NSNU?
Method-GLS (Cross Section Weights)
Sample: 1998 2002

Included observations: 7

Number of cross sections used: 22

Total panel (balanced) observations: 132
Convergence achieved after 39 iterations

Variable Coefficient Std. Error {-Statistic Prob
C 0.731366 0.199787 3661036 £.0004
A? 0.058454 0.014074 4.22433% €.0000
A27 0.000626 0.000276 2.266129 0.0251
Y2 68.42E-06 5.73E-06 1.120952 0.2644
K? 0.024176 0.136689 0.1768862 0.8599
AR(1) 0.837324 0.036902 22.68071 0.0000
Weighted Statstics
R. squared 0.849307 Mean dependent var 2.521480
Adjusted R-scuared 0.947295 3.D. dependent var 2.133149
S.E. of regression 0.489717 Sum squared resid 30.21764
F- statistic 471.9112 Durbin-Watson stat 2.102445
Prob (F-statistic) 0.000000
Unweghted Statistics
R-squared 0.159535 Mean dependent var 1.321460
Adjusted R-squared 0.126184 5.D. dependent var 0.523884
S.E. of regression 0.489717 Sum squared resid 30.21764
Durbin Watson stat 2.055427
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(with specific cross section coefficients for A variable)

Dependent Varabile: NSNU?

Method: GLS (Cross Section weights)
Sample: 1998 2002

Included observations: 7

Number of cross sections used: 22

Total panel (halanced) observations: 132
Convergence achigved after 39 iterations

Variable Coefficient Std. Error 1-Statistic Prob
c 0.638251 0112209 7.916048 0.0000
¥Y? 2.49E-06 3.69E-08 0.875226 0.5010
K? 0.107715 0.410759 0.262234 0.7936
FOCO-AFOOD 0.033684 0.006752 5.015306 0.0000
TCBACCC-- 0.054009 0.02490¢9 2.16B264 0.0324
ATOBACCO
TEXTILES-ATEXTILES 0.017889 0.004249 4.268862 0.0001
WEARING-AWEARING 0.007459 0.013440 0.566022 0.5800
TANNNG-ATANNNG 0.016709 0.004688 3.991141 0.0001
WOOD-AWO00 0.024185 0.010083 3.118306 0.0023
PAPER-AFAPER 0.007358 0.012731 0.577937 05845
PUBLISHING— 0.056964 0.027747 2.052833 0.0425
APUELISHING
CCKE--ACOKE 0.969344 0.6305609 3.159958 0.0021
CHEMIGALS-- 0.035496 0.020904 1.698071 0.924
ACHEMICALS
RUBBER-ARUBBER 0.011089 0011718 0.948313 0.3481
CTHER-ACTHER 0.006352 0.007615 0.077444 0.4598
METALS-AMETALS 0.094721 0.028314 3.231259 0.0016
FABRICATED-- 0.040048 0.011001 3.640488 0.0004
AFASRICATED
MACHINERY - 0.085695 0.012065 2.958686 0.0038
AMACHINERY
CFFICE-AQFFICE 0.085651 0.046331 2.024122 0.0440
ELECTRICAL 0.041905 0.018941 2.628965 0.0096
AELECTRICAL
RADIO-ARADIO 0.071538 0.035211 2.031683 0.0447
MEDICAL--AMECICAL 0.007153 0.0121889 0.583565 0.5608
MCTCE{--AMCTOR
TRANSPCRT-- 0.128357 0.065804 3.584648 0.0006
ATRANSPORT 0.045618 0.009083 3.820198 0.0002
FURNITURE
AFURNITURE-- 0.001415 0.048023 0.156198 0.8782
AFURNITURE
AR(1} 0.133969 0.048053 2787925 0.0063
Weighted Statstics
R. squared 0.901354 Mean dependent var 2.33306
Adjusted R-scuared 0.878088 S.D. dependent var 1.321180
S.E. of regression 0.451301 Sum squared resid 22 56864
F- statistic 38.74200 Durbin-Watson stal 1.625776
Prob (F-statistic) 0.000000
Unweghted Statistics
R-squared 0.372614 Mean dependent var 1.321460
Adjusted R-squared 0.224646 8.D. dependent var - 0.523084
S.E. of regression 0.461302 Sum squared resid ‘22 55670
Durbin Watson stat 1.685564
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The Spillover Effect of Direct
Foreign Investment (utility gap) on

Employment in Iran’s Factory Industries

Ali Hassan Zade (Ph.D.)”

Abstract:

The role of direct external investment in employment in the host
country is twofold: first, with the enterance of multi-nationality
corporations into the country, due to the high utility of these
corporations, the damand for skilled labor forces in that country
will increase. Second is the spillover effect. That is, compared to
the local corporations, multi-nationality ones have higher benefits.
Thus, trying to narrow the existing gap, the local corporations tend
to compete the foreign factories. Achieving this which needs
employing similar foreign technology and skilled labor force will
lead to the spillover effect of foreign corporations on local ones. In
this research, the spillover effect of direct foreign investment on
factory industries was tested using factory industries data
{segmented into two-digit groups [SIC) of the period 1997-2004
with the help of panel data combination method. Results showed
that, in contrast with other industries, the spillover effect of direct
foreign investment on oil-refated industries will emerge in form of
increase in demand for skilled labor forces.

Keywords: direct foreign investment, spillover effect, Iran,
employment, labor market
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