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Abstract

The research aims to verify the relationship between FDI, exports and economic
growth; in order to estimate the quantitative relationships, and the causal trends
between these variables in Egypt, Tunisia and Morocco. This aim can be achieved
by studying the relationship between these three variables in the economic
literature; studying the development of these variables over the last four decades,
and then using the Johansen co-integration approach and the VECM to estimate
the long-run relations. Finally, the causality relations are estimated, using Granger
causality test, to verify the causal relationships among the variables.

The development of the external sector in the three countries under study
illustrates the relative weakness of FDI inflows to these countries on both the
internal and external level, even though these FDI inflows increased in the last
two decades after the application of economic reform programs. Therefore, the
role of the FDI inflows to the three countries was very limited and cannot achieve
the development goals in these countries, which is reflected in low exports as a
percentage of GDP in Egypt, Morocco and Tunisia, compared to the regional
levels. Therefore, the level of economic performance in the three countries was
low, represented by the low rate of real output and the average output per capita,
as well as its decline over time.

The results of the causal relationships in the short term illustrate the important
effect of the FDI inflows and the exports on economic growth in the three
countries under study, which confirms their importance in achieving economic
growth in these countries. Moreover, the effect of economic growth and exports
on the FDI inflows is proved in Egypt and Tunisia, but such effect has not proved
in the case of Morocco.

The results of the causal relationships in the long term illustrate the importance of
economic growth and exports as determinants of FDI inflows in both Egypt and
Tunisia, while, the FDI inflows cause exports in Morocco. In addition, the
hypothesis that exports lead economic growth has been verified in both Egypt and
Morocco, whereas the economic growth leads exports in Tunisia. Therefore,
policies should focus on the real sector in Tunisia in order to increase the economic
growth rate, while in Egypt and Morocco, care must be taken to increase exports
and fix the problems they face, and this in turn contributes to increase the rate of
economic growth.
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9.048 5.798 10.595 Mean
9.065 6.599 10.609 Median
10.893 9.357 12.296 Maximum
6.994 -3.507 8.947 Minimum
1.033 2.975 0.922 Std. Dev.
-0.304 -1.641 -0.177 Skewness
2.561 5.127 2.100 Kurtosis s
0.961 1.244 1.596 Jarque-Bera
0.619 0.537 0.450 Probability
1.000 LnGDP
1.000 0.230 LnFDI
1.000 0.259 0.226 LnEX
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0.302 0.661 0.304 Probability
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1.000 0.912 LnFDI
1.000 0.906 0.997 LnEX
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8.812 5.118 10.159 Median
10.414 7.940 11.423 Maximum
6.548 -0.598 8.283 Minimum
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JAd gl
HQ SC AlIC FPE LR Lag )
6.121 6.205 6.075 0.087 NA 0
-0.108* 0.225* -0.292 0.000* 232.593 1
0.195 0.778 -0.127 0.000 9.564 2 ra
0.148 0.981 -0.312* 0.000 18.455* 3
1.761 1.846 1.715 0.001 NA 0
-2.510* -2.172* -2.695 0.000 161.569 1 -
-2.274 -1.682 -2.506 0.000 11.645 2 i
-2.359 -1.513 -2.819* 0.000* 19.149* 3
4.043 4127 3.997 0.011 NA 0
-0.268* 0.065* -0.452* 0.000* 167.386* 1 il
0.199 0.782 -0.123 0.000 4.470 2 :
0.374 1.207 -0.086 0.000 12.228 3
* indicates lag order selected by the criterion.
LR: sequential modified LR test statistic (each test at 5% evel).
FPE: Final prediction error. AIC: Akaike information criterion.
SC: Schwarz information criterion , HQ: Hannan-Quinn information criterion.
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