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The objective of this thesis contributes to the empirically study the effect of trade
volatility and foreign direct investment volatility on economic growth. Using panel data in 98
countries from 1980-2004 are used to estimate in Standard Growth Regression, this paper finds
that a statistically signification negative relation between trade volatility and foreign direct
volatility on the economic growth which we use various measure the volatilities. Also the impact
is difference among countries. Especially in developing countries, the results are robust across
various models but in the developed countries the volatilities are not statistically signification on
economic growth. In addition, when we compare the results of trade volatility and foreign direct
investment volatility which result point out that size of coefficient trade volatility greater than the
size of coefficient foreign direct investment volatility around 2 times.

For developing countries, we find that if trade volatility and foreign direct investment
volatility increase by 1 percent, it will be correlated with a 0.2671 to 0.3124 and 0.1018 to 0.1473
percent to reduce per capita GDP growth respectively. Then we consider relationship the other
variable on economic growth is as expected and consistent with Barro (1996: 1-55). For example
the coefficient of conditional convergence rate and secondary enrollment ratio, investment share
to GDP are always statistically significant negative (positive) on capita GDP growth. Then,
government consumption expenditure share to GDP and inflation rate are robust statistically
significant negative on the per capita GDP growth. But government consumption expenditure is
statically significant especially in developed country. Finally, the export share to GDP is statically

significant positive on per capita GDP growth



