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Abstract

This study aims to test the relationship between trade,
foreign direct investment and economic growth with a VAR model
using time series data from 1995-2021. It was found that only the
level of delay of trade at lag 1 order and the foreign direct
investment in Lao PDR at lag 2 order have a statistical significance
level of 0.01 and 0.05 respectively. The gross domestic product that
affects foreign direct investment in the same direction with a
statistical significance level of 0.1 and trade and foreign direct
investment is related to the gross domestic product in the same
direction with a statistical significance level of 0.01 and 0.05
respectively. In addition, the Granger correlation analysis shows that
foreign direct investment affects trade, but trade does not affect
foreign direct investment and gross domestic product does not affect
trade, but trade affects gross domestic product (one-way
relationship). Gross domestic product has an effect on foreign direct
investment and foreign direct investment also has an effect on gross

domestic product (two-way relationship).
Keywords: Trade, Foreign Direct Investment, Gross Domestic
Product
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P > Chi2 0.0000 0.0000 0.0000
R? 0.9868 0.6252 0.9793
Log likelihood 6.571275
Sigma 0.0001186
AIC 1.154298
HQIC 1.438272
SBIC 2.178154
Number of obs 25

(1011919 2: Gunuiingsy Granger Causality

Equation Excluded chi2 df Prob > chi2
LnFDI 5.4862 2 0.064***
LnTr LnGDP 0.23552 2 0.889
ALL 12.064 4 0.017**
LnTr 1.2677 2 0.531
LnFDI LnGDP 4.8622 2 0.088***
ALL 7.5331 4 0.110
LnTr 16.599 2 0.000*
LnGDP LnFDI 5.4384 2 0.066***
ALL 21.186 4 0.000*
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