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A stract: This study investigates the dynamic relationships among financial 
development, globalization, foreign direct investment (FDI), investment rates, and 
economic performance in 27 non-OECD developed economies over the period 
1995–2024. Anchored on the endogenous growth framework, the study employs 
panel econometric techniques including pooled ordinary least squares (POLS), fixed 
effects (FE), Pesaran Cross-sectional Dependence (CD) tests, and the Dynamic 
Common Correlated Effects (DCCE) estimator to account for heterogeneity and 
cross-sectional dependence. Descriptive statistics indicate relatively high levels of 
globalization and financial development across the sampled economies, while the 
Pesaran CD results confirm significant cross-sectional dependence among all 
variables at the 1% significance level. The POLS results reveal that investment rate, 
financial development, and globalization positively and significantly influence GDP 
per capita, whereas FDI exhibits a negative short-run effect. Under the fixed effects 
model, human capital and investment rate maintain significant positive effects on 
growth. However, the DCCE estimation shows that investment rate remains 
positively significant, while financial development exerts a weak negative effect after 
accounting for dynamic heterogeneity and common global shocks. The lagged GDP 
per capita coefficient (1.0115) further confirms strong growth persistence across 
countries. Sensitivity analysis demonstrates that the estimated relationships remain 
stable after excluding crisis periods, indicating robustness of the findings. The study 
concludes that financial deepening, productive investment, and globalization remain 
important determinants of economic performance, although their effects depend 
significantly on institutional quality, macroeconomic stability, and the capacity of 
economies to absorb external shocks. The study recommends stronger financial 
sector regulation, investment-friendly policies, institutional strengthening, and 
coordinated macroeconomic frameworks to sustain long-run growth in non-OECD 
developed economies.  
 
Ke  ords: Financial Development; Foreign Direct Investment; Economic Growth; 
Cross-Sectional Dependence; Dynamic Common Correlated Effects. 
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1. Introduction 
The increasing interdependence of national economies through trade openness, 
foreign direct investment (FDI), and financial integration has intensified scholarly 
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interest in understanding the channels through  hich these factors influence gro th 
outcomes. Early theoretical and empirical contributions established that 
globalization can stimulate productivity, capital accumulation, and technological 
diffusion, thereby enhancing long run economic gro th (Borensztein et al., 1998; 
Dreher,     a). More recent studies emphasize that financial development 
improves resource allocation efficiency and strengthens the absorptive capacity of 
economies to benefit from foreign capital inflo s (Chen & Kim,     ; He & You, 
    ).  
The relationship bet een FDI and economic gro th has generated extensive 
empirical debate across different regions and income groups. Several studies argue 
that FDI contributes positively to economic gro th through technology transfer, 
managerial spillovers, and increased productivity (Nguyen,     ). Similarly, Makki 
and Som aru (    ) contend that trade openness and foreign investment jointly 
stimulate economic expansion  hen supported by appropriate domestic investment 
conditions. Ho ever, empirical findings remain mixed, as some studies suggest that 
the benefits of FDI depend on the  uality of financial institutions, human capital, and 
investment climate conditions (Abor et al.,     ; Yao et al.,     ). Although prior 
studies have concentrated largely on developing or emerging economies, limited 
attention has been devoted to non OECD developed economies despite their 
increasing participation in global financial markets. This creates an important 
research gap concerning  hether financial deepening and foreign capital inflo s 
exert similar effects in relatively advanced but institutionally heterogeneous 
economies. 
Globalization has also emerged as a significant determinant of economic 
performance through its influence on trade, capital mobility, and technological 
advancement. Dreher (    a) demonstrates that globalization positively affects 
gro th by facilitating economic openness and international integration,  hile Shittu 
et al. (    ) argue that governance  uality mediates the gro th effects of 
globalization. Contemporary evidence further suggests that globalization enhances 
competitiveness and financial efficiency  hen accompanied by sound institutional 
frame orks (Petrakos & Topaloglou,     ; Qamruzzaman & Jianguo,     ). 
Nonetheless, globalization may produce uneven economic outcomes due to 
structural disparities across countries, especially in economies exposed to external 
shocks and volatile capital movements. Existing literature has predominantly 
examined globalization gro th relationships using conventional panel estimation 
techni ues that often ignore cross sectional dependence and heterogeneity. There 
remains inade uate understanding of ho  global interconnectedness affects GDP 
per capita in non OECD developed economies  hen cross country 
interdependencies are properly accounted for. 
Another important concern in panel macroeconomic analysis is the existence of 
cross sectional dependence arising from global economic shocks, financial 
contagion, and interconnected trade structures. Economies integrated through 
financial and trade channels are likely to exhibit correlated disturbances, making 
traditional estimation methods potentially biased and inconsistent. Recent 
methodological advances recommend the use of dynamic common correlated 
effects (DCCE) estimators to address cross sectional dependence and slope 
heterogeneity in panel datasets (Chen & Kim,     ; He & You,     ). Despite these 
developments, many studies on financial development and globalization continue 
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to rely on first generation panel techni ues that assume cross sectional 
independence.  
The present study seeks to achieve three major objectives. First, the study 
examines the impact of financial development, globalization, foreign direct 
investment, and investment rates on GDP per capita in non OECD developed 
economies. Second, it investigates the presence of cross sectional dependence 
and long run dynamic relationships among macroeconomic and financial variables 
across the selected countries. Third, the study evaluates the robustness and 
sensitivity of the estimated gro th relationships using alternative estimation 
techni ues and crisis period exclusions. These objectives are motivated by the 
need to provide more reliable evidence on the macroeconomic implications of global 
integration and financial deepening in economies that are often overlooked in 
comparative gro th literature. By focusing specifically on non OECD developed 
economies, the study contributes to the gro ing literature on heterogeneous gro th 
experiences under globalization and financial openness. 
 

 

 . Literature Revie  
The relationship bet een financial deepening and economic performance has 
remained one of the central discussions in development economics. Financial 
deepening refers to the expansion, efficiency, and accessibility of financial 
institutions and markets that facilitate productive investment and economic 
transactions. Qiu (    ) argues that financial deepening enhances gro th by 
improving credit allocation efficiency and reducing financial frictions in emerging 
economies operating under currency board systems. Similarly, Oyadeyi (    ) finds 
that financial sector development strengthens monetary policy transmission and 
supports macroeconomic stability through improved capital mobilization. In high 
income economies, Szücs and Tóth (    ) reveal that developed financial systems 
significantly attract foreign direct investment by reducing investment uncertainty and 
transaction costs. Ofori Sasu et al. (    ) further demonstrate that financial 
globalization and digital financial systems contribute positively to  ealth 
accumulation and economic productivity.  
Foreign direct investment has e ually received considerable attention as a catalyst 
for economic gro th and structural transformation. Borensztein et al. (1998) 
maintain that FDI promotes economic gro th through technology diffusion and 
managerial spillovers, especially  here recipient countries possess sufficient 
absorptive capacity. Ben Mim et al. (    ) extend this argument by emphasizing the 
role of industrialization and institutional preparedness in maximizing the 
developmental benefits of FDI inflo s. Like ise, Li and Tanna (  19) sho  that FDI 
contributes to productivity enhancement by facilitating innovation and technological 
upgrading in domestic industries. Contemporary evidence by Fazaalloh (    ) 
indicates that FDI positively affects economic gro th in Indonesia through 
employment generation and industrial expansion. In addition, Chaplyuk et al. (    ) 
report that foreign investment significantly improved Algeria’s economic 
performance through capital accumulation and increased productive activities. 
These studies collectively reinforce the argument that FDI serves as an important 
mechanism for stimulating economic gro th and competitiveness. 
Globalization has become increasingly important in explaining variations in 
economic gro th across countries.  
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Several empirical studies have examined the nexus among globalization, financial 
development, and foreign investment  ithin broader gro th frame orks. 
Muhammad and Khan (   1) report that globalization and FDI jointly stimulate 
economic gro th through increased trade integration and financial openness. 
Like ise, Qamruzzaman and Jianguo (    ) find that financial development 
strengthens the positive impact of globalization on FDI inflo s and long run 
economic performance. Taşdemir (    ) also demonstrates that financial 
globalization positively influences gro th  hen supported by strong governance 
structures and efficient domestic financial systems. In another study, Tsimisaraka et 
al. (    ) establish that financial inclusion and globalization contribute significantly 
to sustainable economic gro th through improved access to financial resources. 
The relationship bet een trade openness, globalization, and foreign investment has 
also received gro ing scholarly attention. Rahman and Alam (    ) argue that trade 
openness encourages FDI inflo s by improving market accessibility and reducing 
transaction barriers for multinational firms. Similarly, Kgomo and Zhanje (    ) find 
that trade liberalization significantly enhances South Africa’s attractiveness to 
foreign investors by expanding export opportunities and improving market 
integration. Nguyen (    ) e ually demonstrates that trade and FDI exert 
complementary effects on economic gro th in Asian economies. Furthermore, 
Makki and Som aru (    ) reveal that economies  ith higher levels of trade 
openness and investment integration experience stronger gro th performance due 
to increased efficiency and technological transfer. Zhang et al. (    ) additionally 
observe that institutional  uality moderates the relationship bet een globalization 
and FDI inflo s, implying that openness alone may not guarantee sustainable 
economic outcomes.  
Another important dimension in the literature concerns the environmental and 
sustainability implications of globalization and foreign investment. Ahmad et al. 
(    ) argue that globalization and information communication technology influence 
environmental sustainability through changes in industrial production and energy 
consumption patterns. Similarly, Gök et al. (    ) find that FDI inflo s significantly 
affect carbon emissions depending on the environmental regulations and industrial 
structures of host economies. Rjoub et al. (    ) also identify a strong relationship 
among globalization, rene able energy investment, and foreign capital flo s in 
promoting sustainable development. Yu et al. (    ) further maintain that FDI 
contributes to sustainable development  hen directed to ard environmentally 
responsible sectors and innovation driven industries. In Belt and Road economies, 
Jijian et al. (   1) reveal that trade and foreign investment increase environmental 
pressures  hile simultaneously supporting industrial modernization. These findings 
suggest that globalization and financial openness possess both developmental and 
environmental conse uences that policymakers must balance carefully. 
The determinants of globalization and foreign investment have e ually generated 
substantial academic interest. Naz and Ahmad (  18) identify institutional  uality, 
political stability, and technological advancement as major drivers of globalization 
across developing economies. Like ise, Faru  (    ) emphasizes that 
macroeconomic stability, market size, and infrastructural  uality significantly 
influence FDI inflo s in emerging Asian economies. Adeosun and Ajibola (    ) 
further sho  that FDI enhances economic complexity by promoting industrial 
diversification and technological upgrading in emerging economies. Kurnia ati 
(    ) also finds that information communication technology strengthens the 
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positive effects of globalization on economic gro th by facilitating digital connectivity 
and innovation. Ok u et al. (    ) report that foreign investment contributes 
positively to gro th in integrated economies  ith favorable business environments.  
Methodological issues remain central to empirical debates on globalization, financial 
development, and economic gro th. Traditional panel estimation techni ues often 
assume cross sectional independence despite increasing global 
interconnectedness among economies. He and You (    ) argue that financial 
convergence and gro th dynamics are better captured through advanced panel 
methods that account for heterogeneity and interdependence. Chen and Kim (    ) 
similarly demonstrate that threshold effects and directional heterogeneity 
significantly influence the relationship bet een financial integration and gro th.  
 

 

 . Methodolo   
This study is grounded in the endogenous gro th theory,  hich posits that long run 
economic gro th is driven by internal economic mechanisms such as financial 
development, investment accumulation, technological innovation, and human 
capital formation. The theory argues that globalization and foreign direct investment 
facilitate productivity enhancement through technology transfer and capital mobility 
across economies. Empirical studies by Borensztein et al. (1998), Li and Liu (    ), 
and Qamruzzaman and Jianguo (    ) support the vie  that financial openness 
and FDI stimulate gro th  hen supported by efficient domestic institutions and 
financial systems. The theoretical relationship underlying the study is expressed 
through the augmented endogenous gro th function: 

(1) 

The estimable panel gro th e uation is subse uently specified as: 
 

 

 ( ) 

 here GDPKrepresents GDP per capita, FNDVdenotes financial development, 
NFDIcaptures net foreign direct investment inflo s, GLOBmeasures globalization, 
INVRrepresents investment rate, HCAPdenotes human capital development, and 
UPOPcaptures urban population gro th. The parameters μ_iand λ_trepresent 
country specific and time specific effects respectively,  hile ε_itis the stochastic 
error term. The selected variables are justified by previous empirical studies 
emphasizing their relevance in explaining gro th performance across globally 
integrated economies (Makki & Som aru,     ; Ofori Sasu et al.,     ; Szücs & 
Tóth,     ). 
The study utilizes balanced annual panel data covering    non OECD developed 
economies over the period 199 –    , yielding a total of 81  observations. Data 
for GDP per capita, investment rate, urban population, and net FDI inflo s are 
sourced from the World Development Indicators database of the World Bank. 
Financial development indicators are obtained from the International Monetary Fund 
Financial Development Database,  hile globalization indicators are sourced from 
the KOF Globalization Index developed by the S iss Economic Institute. Human 
capital data are extracted from the Penn World Table and Barro Lee educational 
attainment datasets. These databases are  idely used in empirical gro th literature 
due to their consistency, reliability, and comparability across countries.  
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To determine stationarity properties, the Fisher type Augmented Dickey Fuller 
(ADF) panel unit root test is employed because it accommodates heterogeneous 
autoregressive structures across cross sectional units. The Fisher ADF statistic is 
expressed as: 

 ( ) 

 here represents the probability value of the individual unit root test for country 

. The adoption of panel unit root testing is consistent  ith the approaches of Chen 
and Kim (    ) and He and You (    ),  ho emphasize the importance of 
stationarity testing in dynamic panel estimation. 
To examine the presence of cross sectional dependence arising from globalization 
and integrated financial markets, the study employs the Pesaran Cross sectional 
Dependence (CD) test. The test is particularly appropriate because economic 
shocks in one country may spill over to other countries through trade, financial, and 
investment linkages. The Pesaran CD statistic is specified as: 

      (4) 

 here  denotes the pair ise correlation coefficient of residuals across countries. 

The results reported in  
To estimate the gro th model, the study initially employs pooled ordinary least 
s uares (POLS) and fixed effects (FE) estimators as benchmark models. The 
pooled OLS estimator assumes homogeneous slope coefficients across countries, 
 hereas the fixed effects estimator controls for unobserved country specific 
heterogeneity that may bias the estimated relationships. The fixed effects model is 
represented as: 
 

 

  ( )  

The DCCE model incorporates cross sectional averages of the dependent and 
explanatory variables to control for uni ue shocks and interdependencies across 
economies. The DCCE specification is expressed as: 

 ( ) 

 here denotes the lagged dependent variable, represents the vector of 

explanatory variables, and captures cross sectional averages accounting for 

unobserved common effects. To ensure robustness and reliability of the estimated 
relationships, post estimation diagnostic tests and sensitivity analyses are 
conducted. The Durbin Watson statistic is employed to examine serial correlation, 
 hile the Jar ue Bera statistic evaluates the normality of residual distributions. 
 

 

 . Results and Im lications 
 
 .1. Results 
The descriptive statistics and panel unit root results reported in Table 1 provide 
important preliminary insights into the macroeconomic and financial characteristics 
of the sampled non OECD developed economies. The mean value of GDP per 
capita indicates that the selected economies maintain relatively high income levels 
despite their exclusion from the OECD category. This supports the argument 
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advanced by Han (    ) that several non OECD developed economies have 
achieved substantial economic advancement through export oriented 
industrialization and financial openness. The average globalization index suggests 
strong integration into global trade and financial systems, reflecting increasing 
economic interconnectedness consistent  ith the findings of Cevik (    ) and 
Petrakos and Topaloglou (    ).  
The Fisher ADF panel unit root results indicate that most variables are stationary at 
conventional significance levels, except GDP per capita and urban population, 
 hich initially appear non stationary. The stationarity of financial development, 
globalization, investment rate, and FDI suggests stable long run relationships 
among these variables, supporting the arguments of He and You (    ) and Chen 
and Kim (    ) regarding convergence dynamics in financially integrated 
economies. The non stationary behavior of GDP per capita may reflect persistent 
gro th trajectories and structural changes associated  ith globalization and long 
term development processes. 
 

Figure 1 presents the long run trends of the principal variables used in the study 
bet een 199  and     . The financial development index (FNDV) displays a 
generally up ard trajectory, rising from approximately  .   in the mid 199 s to 
around  .   by the end of the sample period. This trend reflects the gradual 
deepening of financial systems and increased integration of non OECD developed 
economies into global financial markets, consistent  ith the arguments of Ofori 
Sasu et al. (    ) and Taşdemir (    ). GDP per capita (GDPK) also records 
sustained gro th over time, increasing steadily despite temporary slo do ns 
around global crisis periods.  
There is notable variation in foreign direct investment inflo s (NFDI), investment 
rate (INVR), human capital (HCAP), and urban population (UPOP). NFDI fluctuates 
considerably across the sample period,  ith sharp increases during periods of 
stronger global capital mobility and abrupt declines during episodes of external 
instability. This volatility supports the findings of Khan et al. (    ), Yao et al. (    ), 
and Zhang et al. (    ),  ho emphasize that institutional  uality and investment 
climates strongly influence the direction and stability of international capital flo s. 
By contrast, HCAP and UPOP display smooth and persistent up ard movements, 
indicating gradual improvements in educational attainment and urbanization across 
the sampled economies. Such trends reinforce the endogenous gro th arguments 
of Li and Liu (    ),  hich identify human capital accumulation as a critical channel 
for productivity enhancement and technological absorption. The investment rate 
exhibits moderate cyclical fluctuations but remains relatively stable overall. 
 

Ta le 1: Descriptive Statistics and Panel Unit Root Tests 
Varia le Mean Std. Dev.  isher AD   χ²   -value 

FNDV  .  9  . 19   .    .     
GDPK   818.  18  9.1  1.    .     
NFDI  .  8 9.    1 1.9   .     
GLOB  9.  9 8.    8 . 1  .     
INVR   .     .8 9   . 9  .     
HCAP  .1    .      .    .  9  
UPOP   . 9  1 .9   1 .    .81   

Source: Author (    ) 
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Table   strongly reject the null hypothesis of cross sectional independence for all 
variables at the 1% significance level. The high CD statistics for globalization, 
financial development, and GDP per capita indicate that shocks affecting one 
economy are rapidly transmitted across other economies  ithin the sample. This 
outcome reflects the increasing interconnectedness of global financial and trade 
systems emphasized by Wang et al. (    ) and Qamruzzaman and Jianguo (    ). 
Financial integration and capital mobility often create synchronized economic 
responses, particularly among countries exposed to common global market 
conditions and geopolitical risks.  
 

Table 2: Cross-Sectional Dependence Test (Pesaran CD) 

Varia le CD Statistic  -value 

FNDV 1 .8 8  .     
GDPK 1 . 98  .     
NFDI  .  1  .     
GLOB 18.     .     
INVR  .1 9  .  1  
HCAP 1 .     .     
UPOP 8.     .     

Source: Author (    ) 
 

The pooled OLS results presented in Table   indicate that investment rate (INVR), 
financial development (FNDV), and globalization (GLOB) exert positive and 
statistically significant effects on GDP per capita. The positive coefficient of 
investment rate confirms the traditional gro th theory proposition that higher 
domestic investment stimulates capital accumulation and productivity expansion. 
This finding supports the empirical evidence of Makki and Som aru (    ),  ho 
argue that investment accumulation enhances productive capacity and long run 
gro th performance. Like ise, Nguyen (    ) and Dab or et al. (    ) observe 
that economies characterized by higher investment intensity and trade openness 
tend to experience stronger gro th outcomes. The significant positive relationship 
bet een globalization and GDP per capita also suggests that economic integration 
improves market access, technological diffusion, and productive efficiency. This 
result is consistent  ith Dreher (    a), Muhammad and Khan (   1), and 
Kurnia ati (    ), all of  hom conclude that globalization stimulates economic 
expansion through enhanced trade and financial connectivity.  
The positive and highly significant effect of financial development under the pooled 
OLS model demonstrates that financial deepening remains a critical determinant of 
economic performance in non OECD developed economies. The magnitude of the 
coefficient suggests that improvements in financial systems significantly raise GDP 
per capita through enhanced access to credit, increased investment financing, and 
greater financial intermediation efficiency. This finding supports the arguments 
advanced by Qiu (    ), Oyadeyi (    ), and Orebiyi et al. (    ),  ho emphasize 
that financial sector expansion promotes gro th by improving capital allocation and 
facilitating productive investments. Furthermore, Szücs and Tóth (    ) argue that 
developed financial systems strengthen investor confidence and attract foreign 
capital inflo s, thereby reinforcing domestic gro th processes.  
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The fixed effects estimation results provide additional insights by controlling for 
unobserved country specific heterogeneity. Under the fixed effects model, human 
capital becomes strongly positive and statistically significant, indicating that 
improvements in education and skill development substantially enhance economic 
performance. This finding supports the endogenous gro th perspective advanced 
by Li and Liu (    ),  hich identifies human capital as a crucial mechanism through 
 hich economies absorb technological spillovers and improve productivity. 
Similarly, Adeosun and Ajibola (    ) argue that human capital facilitates economic 
complexity and industrial diversification in globally integrated economies. The 
continued significance of investment rate under the fixed effects specification further 
reinforces the role of domestic capital accumulation in sustaining gro th. 
Nevertheless, the coefficient of globalization loses statistical significance under 
fixed effects estimation, suggesting that the impact of globalization may vary 
considerably across countries depending on institutional structures and policy 
environments. Rodrik (    ) similarly contends that globalization does not 
automatically produce positive outcomes unless supported by appropriate domestic 
economic policies and governance  uality. 
The Dynamic Common Correlated Effects (DCCE) results provide the most robust 
estimates because they account for cross sectional dependence and dynamic 
heterogeneity across countries. The inclusion of the lagged GDP per capita variable 
 ith a coefficient exceeding unity indicates strong persistence in economic gro th 
trajectories among the sampled economies. This finding supports the convergence 
arguments of He and You (    ),  ho observe that gro th dynamics in financially 
integrated economies exhibit substantial persistence due to structural 
interdependencies. The DCCE results further reveal that investment rate remains 
positively significant, indicating that domestic investment continues to stimulate 
gro th even after controlling for common global shocks and heterogeneous country 
effects. Ho ever, financial development becomes  eakly negative under the DCCE 
model, suggesting that excessive financial expansion may create inefficiencies or 
speculative distortions in certain economies. Similar concerns are raised by 
Taşdemir (    ) and Wang et al. (    ),  ho caution that rapid financial 
globalization  ithout ade uate regulatory frame orks may increase systemic 
vulnerabilities and reduce productive efficiency. 
The DCCE estimates also indicate that foreign direct investment exerts a positive, 
though  eakly significant, effect on GDP per capita after accounting for cross 
sectional dependence. This outcome suggests that the adverse effects observed 
under pooled OLS may largely reflect omitted common shocks and heterogeneous 
structural conditions. The positive long run contribution of FDI supports the findings 
of Fazaalloh (    ), Chaplyuk et al. (    ), and Yu et al. (    ),  ho argue that 
foreign investment enhances gro th through technological transfer, employment 
generation, and industrial upgrading  hen macroeconomic conditions remain 
stable. The  eak significance of globalization under the DCCE model may imply 
diminishing marginal returns to global integration among highly open economies. 
According to Cevik (    ), economies deeply integrated into global systems may 
become increasingly vulnerable to geopolitical disruptions and external financial 
volatility.  
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Table 3: Main Estimation Results – Dependent Variable: GDP per Capita (gdpk) 

varia les Pooled OLS  i ed E  ects DCCE 

HCAP  9  .     (  .  ) 18  9.18  *** 
(1 .  ) 

   . 8   (  .9 ) 

INVR  8 .91  *** ( .  )  91.    *** ( .  ) 1 .   8* (1.8 ) 
FNDV   8 1.   1*** 

(  .  ) 
118 1.8 8 *** ( . 8)    9.   9* ( 

1.9 ) 
GLOB   8.    *** (9.89)   .99   ( .8 ) 9.91   (1.  ) 
NFDI  1 9.    ** (  .  )   . 9 9 (1.  )   .88 1 (1.  ) 
GDPK_LAG
1 

  1. 11 *** 
(   .  ) 

Constant    1  .  89*** ( 
9. 1) 

 .     ( .  )   9.9 9  ( . 9) 

R s uared  . 8    .  11  .99   

Notes: t statistics in parentheses. *** p< . 1, ** p< .  , * p< .1. 
Source: Author’s (    ) 
 

The post estimation diagnostic results reported in Table   provide important 
evidence regarding the statistical ade uacy of the estimated models. The Durbin 
Watson statistics for financial development and FDI are close to the benchmark 
value of t o, indicating the absence of serious serial correlation problems  ithin the 
residual structure. This suggests that the estimated coefficients are relatively stable 
and unbiased over time. Ho ever, the Jar ue Bera statistics indicate that the 
residuals deviate from normality at the 1% significance level, reflecting the presence 
of ske ness and kurtosis  ithin the data distribution. Such outcomes are not 
uncommon in macro panel studies involving heterogeneous economies exposed to 
global shocks and financial crises. Ahmad et al. (    ) and Gök et al. (    ) 
similarly report non normal residual distributions in globalization and investment 
related studies due to structural asymmetries and external disturbances. 
 

Ta le  : Post Estimation Diagnostics 

De endent Varia le Serial Correlation  DW  Normalit   JB  

FNDV  .1    8 . 9*** 
NFDI 1.999   8  .  *** 
GDPK 1. 9  1  11.  *** 

Source: Author’s (    ) 
 

Figure   illustrates the  uantile coefficient estimates for the explanatory variables 
across different points of the conditional GDP per capita distribution. The 
coefficients for financial development (FNDV) remain positive across all  uantiles 
and increase substantially at higher  uantiles, indicating that financial deepening 
exerts a stronger gro th enhancing effect among economies  ith relatively higher 
income levels. This outcome supports the findings of Qiu (    ) and Szücs and 
Tóth (    ),  ho argue that developed financial systems improve capital allocation 
efficiency and reinforce long run productivity gro th. Similarly, globalization (GLOB) 
demonstrates increasingly positive coefficients across higher  uantiles, implying 
that economies  ith stronger structural and institutional capacity benefit more from 
global integration.  
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The  uantile estimates for investment rate (INVR) and foreign direct investment 
inflo s (NFDI) reveal additional heterogeneity in the gro th process across the 
sampled economies. INVR coefficients become increasingly positive to ard the 
upper  uantiles, indicating that domestic investment contributes more strongly to 
gro th among higher performing economies  ith greater absorptive and productive 
capacity. This finding supports Makki and Som aru (    ) and Dab or et al. 
(    ),  ho argue that investment accumulation stimulates productivity and long 
run output expansion. Conversely, NFDI coefficients are predominantly negative 
across most  uantiles, particularly at higher  uantiles, suggesting that foreign 
investment may generate uneven benefits or short run adjustment costs in 
advanced non OECD economies.  

  
 i ure 1: Long run trends of the principal variables 
Source: Author’s plots (    ) 
 

 
 i ure  : Quantile coefficient estimates for the explanatory 
Source: Author’s plots (    ) 
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 . . Polic  Im lications 
The findings of this study imply that policymakers in non OECD developed 
economies should prioritize policies that strengthen financial sector efficiency and 
deepen domestic financial markets. The positive relationship bet een financial 
development and GDP per capita under the baseline estimations suggests that 
efficient financial systems enhance capital allocation, improve investment financing, 
and stimulate productive economic activities. Governments should therefore 
promote financial inclusion, strengthen banking sector supervision, and encourage 
innovation in digital financial systems to improve access to credit for productive 
sectors. Regulatory frame orks that enhance transparency, investor confidence, 
and financial stability are e ually necessary to prevent excessive speculative 
financial expansion that may  eaken long run gro th outcomes. These policy 
directions are consistent  ith the recommendations of Ofori Sasu et al. (    ), 
Oyadeyi (    ), and Szücs and Tóth (    ),  ho emphasize that sustainable 
financial deepening re uires balanced regulatory oversight and institutional 
strengthening to maximize gro th enhancing benefits  ithin globally integrated 
economies. 
The study also demonstrates that investment accumulation remains an important 
driver of economic performance across non OECD developed economies. 
Conse uently, governments should adopt investment friendly macroeconomic 
policies capable of stimulating both domestic and foreign investment activities. 
Public investment in infrastructure, technology, energy systems, and industrial 
modernization can improve productivity and cro d in private sector investment. In 
addition, maintaining macroeconomic stability through prudent fiscal and monetary 
policies may reduce uncertainty and encourage long term capital formation. Similar 
policy recommendations have been advanced by Makki and Som aru (    ), 
Fazaalloh (    ), and Rahman and Alam (    ),  ho argue that stable investment 
environments and trade openness significantly improve productive efficiency and 
economic competitiveness in integrated economies. 
The mixed findings regarding foreign direct investment suggest that policymakers 
should focus not only on attracting foreign capital but also on improving the 
absorptive capacity of domestic economies. The transition from negative to positive 
FDI effects across alternative estimation techni ues indicates that the benefits of 
foreign investment depend heavily on institutional  uality, human capital 
development, and industrial readiness. Governments should therefore implement 
policies that encourage technology transfer,  orkforce training, and linkages 
bet een multinational corporations and domestic firms. Strengthening governance 
institutions, reducing bureaucratic inefficiencies, and improving legal certainty may 
also increase the developmental impact of foreign investment inflo s. These 
implications align  ith the arguments of Abor et al. (    ), Khan et al. (    ), and 
Yao et al. (    ),  ho maintain that economies  ith stronger institutional 
environments are better positioned to convert foreign capital inflo s into sustainable 
productivity gains. 
Finally, the robustness and sensitivity results indicate that the relationships among 
globalization, financial development, and economic performance remain relatively 
stable even during crisis periods. This finding suggests that non OECD developed 
economies should continue pursuing out ard oriented development strategies 
 hile simultaneously strengthening institutional resilience and economic 
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diversification. Policies aimed at improving human capital, technological innovation, 
and digital transformation can further enhance the capacity of economies to adapt 
to global market fluctuations and technological changes. Moreover, governments 
should encourage sustainable development strategies that balance economic 
integration  ith environmental and social stability. Such approaches are 
increasingly important given the gro ing interaction bet een globalization, 
investment flo s, and sustainability challenges. Similar conclusions are reached by 
Ahmad et al. (    ), Yu et al. (    ), and Petrakos and Topaloglou (    ),  ho 
argue that long run economic competitiveness depends on the integration of 
innovation, institutional  uality, sustainability, and globalization oriented 
development policies. 
 
 . Conclusions 

This study examined the dynamic relationships among financial development, 
globalization, foreign direct investment, investment rates, and economic 
performance in non OECD developed economies using advanced panel estimation 
techni ues. The empirical findings revealed that financial deepening, investment 
accumulation, and globalization remain important determinants of GDP per capita, 
although the magnitude and direction of these relationships vary across estimation 
approaches. The DCCE estimator revealed that once cross sectional dependence 
and heterogeneity are properly accounted for, the effects of financial development 
and globalization become more nuanced, reflecting the complex structural realities 
of globally integrated economies.  
The results further sho ed that cross sectional dependence is highly significant 
across all variables, indicating strong interconnections among non OECD 
developed economies through trade, financial markets, and investment channels. 
This outcome confirms the increasing synchronization of macroeconomic dynamics 
under globalization and supports the assertions of Wang et al. (    ) and Cevik 
(    ) that global economic shocks are rapidly transmitted across countries through 
integrated financial and production systems. The positive contribution of investment 
rates to GDP per capita across all estimations also emphasizes the continuing 
importance of domestic capital formation in sustaining long run gro th. In addition, 
the eventual positive effect of foreign direct investment under the DCCE frame ork 
suggests that the developmental benefits of foreign capital inflo s become more 
evident  hen unobserved common factors and heterogeneity are properly 
controlled for.  
Despite these contributions, the study ackno ledges certain limitations that provide 
opportunities for future research. Future research may also extend the analysis by 
incorporating environmental sustainability, digital transformation, and institutional 
governance indicators into the gro th frame ork. Recent studies by Ahmad et al. 
(    ), Rjoub et al. (    ), and Gök et al. (    ) demonstrate that globalization and 
financial openness increasingly interact  ith environmental and technological 
dimensions of development. Conse uently, understanding ho  digital financial 
systems, rene able energy transitions, and governance  uality influence the 
finance gro th nexus may provide more comprehensive policy insights for non 
OECD developed economies. Furthermore, comparative analyses bet een OECD 
and non OECD developed economies could help identify structural differences in 
globalization outcomes, institutional resilience, and financial efficiency. 



Analele Universităţii din Oradea. Seria ştiinţe economice 

TOM XXXV, 1st Issue, July 2026 

431 

 . Ac no led ements 
The author ackno ledges Adedeji Gbadebo for his support throught the drafting of 
the article.  
 

 

Re erences 
1. Abor, J.Y., Dwumfour, R.A., Agbloyor, E.K. and Pan, L. (2024) 'Foreign direct 
investment and inclusive finance: Do financial markets and institutional quality 
matter?', Empirical Economics, 67, pp. 773–815. https://doi.org/10.1007/s00181-
024-02567-2. 
2. Adeosun, O.T. and Ajibola, A. (2023) 'Foreign direct investment and economic 
complexity in emerging economies', Economic Journal of Emerging Markets, 14(2), 
pp. 156–171. https://doi.org/10.20885/ejem.vol14.iss2.art9. 
3. Ahmad, M., Kuldasheva, Z., Nasriddinov, F., Balbaa, M.E. and Fahlevi, M. (2023) 
'Is achieving environmental sustainability dependent on ICT and globalization?', 
Environmental Technology & Innovation, 31, 103178. 
https://doi.org/10.1016/j.eti.2023.103178. 
4. Ben Mim, S., Hedi, A. and Ben Ali, M.S. (2022) 'Industrialization, FDI and 
absorptive capacities', Economic Change and Restructuring, 55(3), pp. 1739–1766. 
https://doi.org/10.1007/s10644-021-09369-8. 
5. Borensztein, E., De Gregorio, J. and Lee, J.W. (1998) 'How does FDI affect 
growth?', Journal of International Economics, 45(1), pp. 115–135. 
https://doi.org/10.1016/S0022-1996(97)00033-0. 
6. Cevik, S. (2025) 'Long live globalization: Geopolitical shocks and trade', 
International Economics and Economic Policy, 22(2), p. 32. 
https://doi.org/10.1007/s10368-024-00634-1. 
7. Chaplyuk, V.Z., Akhmedov, F.N., Zeitoun, M.S., Abueva, M.M.S. and Al Humssi, 
A.S. (    ) 'The impact of FDI on Algeria’s economic gro th', in Proceedings 
published by Springer. Cham: Springer. https://doi.org/10.1007/978-3-030-97064-
4_21. 
8. Chen, C. and Kim, Y. (2023) 'Financial integration and economic growth: 
Directional heterogeneity and threshold effect', Digital Economy and Sustainable 
Development. https://doi.org/10.1007/s44265-023-00017-y. 
9. Dabwor, D.T., Iorember, P.T. and Yusuf Danjuma, S. (2022) 'Globalization and 
growth in Nigeria', Journal of Public Affairs, 22(2), e2393. 
https://doi.org/10.1002/pa.2393. 
10. Dreher, A. (2006a) 'Does globalization affect growth?', Applied Economics, 
38(10), pp. 1091–1110. https://doi.org/10.1080/00036840500392078. 
11. Faruq, A.O. (2023) Determinants of FDI in emerging Asia. SSRN Working Paper. 
12. Fazaalloh, A.M. (2024) 'FDI and economic growth in Indonesia', Journal of 
Economic Structures, 13(1), p. 3. https://doi.org/10.1186/s40008-023-00316-1. 
13. Gök, A., Ashraf, A. and Jasinska, E. (2024) 'Carbon emissions and FDI nexus', 
Sustainability, 16(13), 5550. https://doi.org/10.3390/su16135550. 
14. Han, Y. (2025) 'South Korea and globalization experience', Journal of Current 
Social Issues Studies, 2(5), pp. 316–321. 
15. He, Z. and You, Y. (2024) 'Financial development convergence and growth 
dynamics', Open Economies Review, 35, pp. 779–799. 
https://doi.org/10.1007/s11079-024-09767-4. 

https://doi.org/10.1007/s00181-024-02567-2
https://doi.org/10.1007/s00181-024-02567-2
https://doi.org/10.20885/ejem.vol14.iss2.art9
https://doi.org/10.1016/j.eti.2023.103178
https://doi.org/10.1007/s10644-021-09369-8
https://doi.org/10.1016/S0022-1996(97)00033-0
https://doi.org/10.1007/s10368-024-00634-1
https://doi.org/10.1007/978-3-030-97064-4_21
https://doi.org/10.1007/978-3-030-97064-4_21
https://doi.org/10.1007/s44265-023-00017-y
https://doi.org/10.1002/pa.2393
https://doi.org/10.1080/00036840500392078
https://doi.org/10.1186/s40008-023-00316-1
https://doi.org/10.3390/su16135550
https://doi.org/10.1007/s11079-024-09767-4


Analele Universităţii din Oradea. Seria ştiinţe economice 

TOM XXXV, 1st Issue, July 2026 

432 

16. Jijian, Z., Twum, A.K., Agyemang, A.O., Edziah, B.K. and Ayamba, E.C. (2021) 
'FDI, trade and emissions in Belt and Road countries', Energy Reports, 7, pp. 7591–
7600. https://doi.org/10.1016/j.egyr.2021.08.150. 
17. Kgomo, D.M. and Zhanje, S. (2024) 'FDI and trade in South Africa', International 
Journal of Research in Business & Social Science, 13(7), pp. 367–378. 
https://doi.org/10.20525/ijrbs.v13i7.3304. 
18. Khan, H., Dong, Y., Bibi, R. and Khan, I. (2024) 'Institutional quality and FDI', 
Journal of the Knowledge Economy, 15, pp. 10547–10591. 
https://doi.org/10.1007/s13132-023-01508-1. 
19. Kurniawati, M.A. (2020) 'ICT, globalization and growth', Journal of Science and 
Technology Policy Management, 11(2), pp. 193–215. 
https://doi.org/10.1108/JSTPM-03-2018-0032. 
20. Li, C. and Tanna, S. (2019) 'FDI and productivity', Economic Modelling, 80, pp. 
453–466. https://doi.org/10.1016/j.econmod.2018.11.012. 
21. Li, X. and Liu, X. (2005) 'FDI and endogenous growth: The role of absorptive 
capacity', World Development, 33(3), pp. 393–407. 
https://doi.org/10.1016/j.worlddev.2004.07.001. 
22. Makki, S.S. and Somwaru, A. (2004) 'Trade, foreign direct investment, and 
economic growth: Evidence from developing countries', American Journal of 
Agricultural Economics, 86(3), pp. 795–801. https://doi.org/10.1111/j.0002-
9092.2004.00657.x. 
23. Muhammad, B. and Khan, M.K. (2021) 'Globalization, FDI and growth nexus', 
Environmental Science and Pollution Research, 28(39), pp. 55643–55654. 
https://doi.org/10.1007/s11356-021-14439-1. 
24. Naz, A. and Ahmad, E. (2018) 'Determinants of globalization', Business & 
Economic Review, 10(1), pp. 133–158. https://doi.org/10.22547/BER/10.1.7. 
25. Nguyen, H.H. (2020) 'FDI and trade effects on growth', Journal of Asian Finance, 
Economics and Business, 7(3), pp. 323–331. 
https://doi.org/10.13106/jafeb.2020.vol7.no3.323. 
26. Ofori-Sasu, D., Boachie, C., Tetteh, J.E. and Kwablah, A. (2024) 'Financial 
globalization, digital financial systems and economic wealth in Africa', Research in 
Globalization, 9, 100243. https://doi.org/10.1016/j.resglo.2024.100243. 
27. Okwu, A.T., Oseni, I.O. and Obiakor, R.T. (2020) 'FDI and growth in global 
economies', Global Journal of Emerging Market Economies, 12(2), pp. 217–230. 
https://doi.org/10.1177/0974910120937696. 
28. Orebiyi, P.A., Udofia, M.A., Bassey, E.E. and Kalu, A.N. (2025) 'The impact of 
financial globalization on financial development in Nigeria', International Journal of 
Research. Available at: https://ijrjournal.com/index.php/ijr/article/view/2074. 
29. Oyadeyi, O.O. (2024) 'Financial development, monetary policy and transmission 
mechanism: An asymmetric ARDL analysis', Economies, 12(8), 191. 
https://doi.org/10.3390/economies12080191. 
30. Petrakos, G. and Topaloglou, L. (2023) 'Globalization and competitiveness', 
Regional Studies. https://doi.org/10.1080/00343404.2023.2187654. 
31. Qamruzzaman, M. and Jianguo, W. (2023) 'Globalization, financial development 
and FDI', Heliyon, 9(5), e15823. https://doi.org/10.1016/j.heliyon.2023.e15823. 
32. Qiu, Y. (2024) 'Financial deepening and economic growth in emerging markets 
with currency board systems', arXiv. Available at: https://arxiv.org/abs/2406.00472. 
33. Rahman, M.M. and Alam, K. (2024) 'Trade openness and FDI', Economic 
Analysis and Policy, 81, pp. 456–470. https://doi.org/10.1016/j.eap.2024.01.011. 

https://doi.org/10.1016/j.egyr.2021.08.150
https://doi.org/10.20525/ijrbs.v13i7.3304
https://doi.org/10.1007/s13132-023-01508-1
https://doi.org/10.1108/JSTPM-03-2018-0032
https://doi.org/10.1016/j.econmod.2018.11.012
https://doi.org/10.1016/j.worlddev.2004.07.001
https://doi.org/10.1111/j.0002-9092.2004.00657.x
https://doi.org/10.1111/j.0002-9092.2004.00657.x
https://doi.org/10.1007/s11356-021-14439-1
https://doi.org/10.22547/BER/10.1.7
https://doi.org/10.13106/jafeb.2020.vol7.no3.323
https://doi.org/10.1016/j.resglo.2024.100243
https://doi.org/10.1177/0974910120937696
https://ijrjournal.com/index.php/ijr/article/view/2074
https://doi.org/10.3390/economies12080191
https://doi.org/10.1080/00343404.2023.2187654
https://doi.org/10.1016/j.heliyon.2023.e15823
https://arxiv.org/abs/2406.00472
https://doi.org/10.1016/j.eap.2024.01.011


Analele Universităţii din Oradea. Seria ştiinţe economice 

TOM XXXV, 1st Issue, July 2026 

433 

34. Rjoub, H., Odugbesan, J.A. and Adebayo, T.S. (2023) 'Globalization and 
renewable energy-FDI nexus', Renewable Energy, 205, pp. 1325–1336. 
https://doi.org/10.1016/j.renene.2023.01.054. 
35. Rodrik, D. (2007) One Economics, Many Recipes: Globalization, Institutions, and 
Economic Growth. Princeton, NJ: Princeton University Press. 
36. Shittu, W.O., Yusuf, H.A., El Moctar El Houssein, A. and Hassan, S. (2020) 
'Globalization, governance and growth', Journal of Economic Studies, 47(7), pp. 
1733–1755. https://doi.org/10.1108/JES-04-2019-0174. 
37. Szücs, T. and Tóth, G. (2024) 'Financial development and FDI in high-income 
economies', Journal of International Studies, 17(1), pp. 88–104. 
https://doi.org/10.14254/2071-8330.2024/17-1/6. 
 8. Taşdemir, F. (    ) 'Financial globalization and gro th: The impacts of financial 
development and governance', World Journal of Applied Economics, 9(1), pp. 99–
111. https://doi.org/10.22440/wjae.9.1.5. 
39. Tsimisaraka, R.S.M. et al. (2023) 'Financial inclusion, globalization and growth', 
Sustainability, 15(8), 6534. https://doi.org/10.3390/su15086534. 
40. Wang, H., Sua, L. and Dolar, B. (2025) 'The impact of trade and financial 
openness on banking efficiency and growth', arXiv. 
https://doi.org/10.48550/arXiv.2512.05148. 
41. Yao, S., Zhang, H. and Wang, R. (2023) 'Investment climate and FDI', 
International Economics, 176, pp. 54–71. 
https://doi.org/10.1016/j.inteco.2023.08.004. 
42. Yu, J., Majeed, A. and Liu, Y. (2025) 'FDI and sustainable development', 
Sustainability, 17(8), 3757. https://doi.org/10.3390/su17083757. 
43. Zhang, Y., Li, J. and Chen, X. (2024) 'Globalization, institutions and FDI inflows', 
Review of World Economics, 160(2), pp. 311–337. https://doi.org/10.1007/s10290-
023-00491-8. 

  

https://doi.org/10.1016/j.renene.2023.01.054
https://doi.org/10.1108/JES-04-2019-0174
https://doi.org/10.14254/2071-8330.2024/17-1/6
https://doi.org/10.22440/wjae.9.1.5
https://doi.org/10.3390/su15086534
https://doi.org/10.48550/arXiv.2512.05148
https://doi.org/10.1016/j.inteco.2023.08.004
https://doi.org/10.3390/su17083757
https://doi.org/10.1007/s10290-023-00491-8
https://doi.org/10.1007/s10290-023-00491-8

