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Abstract

The study discussed the impact of foreign investment on economic growth in both Libya and Malaysia according to the
comparative approach, during the period 1993-2021. The methodology followed in this study was the fully modified
least squares (FMOLS) and DOLS methods for both the Libyan and Malaysian case models due to the sample size in
both cases and due to the stability of the time series of variables of the same order. The study found a very small impact
of foreign direct investment in the Libyan case, while the impact was significant in the Malaysian case. This was due to
the fact that the Kingdom of Malaysia enjoys an attractive and stimulating investment environment for foreign
investment through frequent amendments to investment incentives in accordance with development requirements. This
is in contrast to the Libyan case, which was characterized by a weak and stagnant investment environment, as no
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amendments have been made to the investment law since 2010, despite all the developments that the Libyan state has
undergone. The study also demonstrated the weakness of investment environment indicators such as the transaction
transparency index and the shareholder strength index. The study recommended the need to review and update the Libyan
investment law to serve the new phase of the Libyan state. It is also necessary to work to improve the investment
environment by working to combat corruption and raise the quality of institutions related to investments, which
constitutes an element of attraction and security for investors. The Malaysian experience can be benefited from by
adopting a policy of continuously amending the structures and nature Of incentives in light of national development
needs and goals.
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