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Abstract

The current study aimed to identify and investigate the main
determinants of pollution haven hypothesis in Middle east and North Africa
countries MENA through analyzing number of economic variables like CO>
per capita, FDI per capita, GDP per capita, export, value added, in addition to
analyze the interactive effect of institutional variables like corruption,
Government effectiveness, political stability, Regulatory Quality, Voice and
Accountability. The fixed effect model was applied according to Housman
test. The results revealed the positive and significant impact of Economic
variables on CO> emission and it revealed also positive role of institutional
variable in Environmental dimension control for FDI.

Keywords: Foreign Direct Investment - Pollution Haven Hypothesis-
MENA- Fixed Effect Model.
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Regulatory Quality (RQ) 440 41.6780 2548 0.4808 87.5

Government Effectiveness (GE) 440 440802  24.97 0.4808 91.346

Role of Law (RL) 440 42.5006 2388 04785 88.442

dalial) Lala@Y) clpaiall ad B Cplil)l (e dsag Gilad) Jeaall e a3l

LS ¢ 3l dumidieg dlaugieg dadie Jso On Lo Al Joo DAY clldg adsia jel s

Jia Jgo dlia o anid gihiie o (Sl Lae Loncsiall B35al) & Liadd dusall Jgo cdlial

5 Jha (e died ol Jodll il — i (S3Y) sl o llaas Lygay 3hal

) bl Bl adsie ol sag Alebaally (ubiadl JEAY) 8 — oall 3a< 100
cdala glalgal) ellig dale dalaiall Jgo Waagdn

(ot (3 O JLEAY) ulas) il jlial el @)
Akaike Info. Criterion =
Schwarz Bayesian Criterion =
Hannan-Quinn Criterion =
Log-likelihood Criterion =
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+ el el | el |9 il | Junlad -Gl
1O gSull Basgll Jda sl (1)

O palil e agin (OLS) dulall (gpruall clasyall jlasi) 3sai i dasyha
SN L (Al 6l) il e o A3 Adeadi) cilysidl JSI (Variance) (plally Jawgiall
Dlaaiy) dlilee i b lgaes die (Bansll 3 o (g S (gl) ALl e o uiallé
ASle ye el col€ 13 b e Yay il Jlasil Jaxd Cige (OLS) diyla plasiuly
cel i) Jel€al) sl e sty of sty il @l o JaY) Abgh 3D i o
A ) A3l Jedledl olidl) Jubanl Tuas Uyl sangl) s L8 macaly cpoal) Glld 3i
Slyiiall paes cul€ 13 ¢ sl cllatl il e Aualial) il Aiyla HLAS) adiad Cas
Fixed effects 4 Pooled OLS 4k alaiiul ac 13gh 1(0) sl (e dlalSia (of AL
Baagll i Ao (gead clidll cul€ 13 o&ly (Random effects model i model
Jalsall alatiad aey 13gd 1(1) dapall (e dliSie gl Jo¥) Gl 38T vie A€l il
alasi) iy 58 1(1) ¢ 1(0) e Lanie alpuaiall il 13) Laiy o(CO-integration) & i)
.Panel ARDL

a3l Judlall (S (g2 Ao capaill (Unit Root Test) sassll jia jlodl) e
Ol Fuller (1976) b ¢ s LSy (o€l i axdis Al Gylall jgily sl
(Ba2xie s alaid Cenieall (ga 4dly (ROUDST) digh 8y yally Caed Bansll H3a ol L)
Levin, Lin jlaa) Laag mitill 868 (e (3aaill dalida cfjlid) G duhall aodiud Cagud el
Eigaall b Lalasi) €Y1 g yiey Cum PP — Fisher Las),ADF — Fisher jasls & Chut
feh WS agaagi (Sarg (sSad) e RSl gl

e gl JTsan sl s clylid) (e P ad o ADF-Fisher jlod) aeay dus
Gleladll 2o A N G 2N djs Slayy < e 4l i by ¢ galae ¥ LSS

r o il e 56K Al las ) Jlaa¥ly L il dagl b
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1=-2% loge (pi)
i=1

A g aall (pusall g ((S) Basgl) s JLosl p ded S (pi) G
drasall lgitlua 5 g — <o o) dblas e (PP LLLC) Hlos) ge DS adiay GlliS
1300 dxpall (LLC) Llaal 330y (DF or ADF)

n
AYje = o + pYieq + Z Pk AYj ek + 8;t + 0 + e
k=1

{(0r) (@) Ofcladd) DIa G dsajlly Apadaial) 2 JEY) lead) (3 38T
Unsall Jiial) dabea of iy il el idia Bang 3 dules 3gng dacash zdsall ik
(Hp ke saay 53 d5n5 pael) (b maary «Jodll e daslatia (555 (p) Basly 853
Jhasl Al 0 V)L (Hp £ p > 0) e sang s dsng aae il il Qe op = 0)
(LLC) _lia) gy (PP) laal gl 13 ¢Joall e duilaie (oS (p) 2 4 3 (4S5 (LLC)
AR aal JLea¥) 35l (sl e (Ypog) siiall dabeo gl asd
n
MYy = @+ Pl + ) O BYiy + 81t + i

K=1
Aalaall sl Caglisy o Laa o(i) A2 S siial dliaiia (ADF) sl o) g

ASle 2 bl JS o s padl (mb ey <ol i Jshy sl cilidsy
(Ho: p >0 for oSlussly yiie J81 e sagoadd s daadly «(Hg = p = 0 for all i)
(Joll (S Lslucia Zia)ll claaliall sae 6K of (PP) Llaa) i jiass .t least one i)
gy IS yxial Aleaiiall (ADF) La il i) e () dubloas) Jaugia o Joaanl] g
il Basgll ds bl it Jal) (2) Jeaad) gy o (E = 5 N tpi) sdauall i

Al £ 30
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Table (2): (Panel Unit root test results) saagll jia jLis) mil

Levin, Lin & Chut Lm, Pesaran & Shin ADF - Fisher PP - Fisher
jaxiable Intercept I;:i;:;st Intercept 1;::::’: Intercept 1;:::’: Intercept I;:eﬁr:gt
In CO3 damage capita -13.034 -6.1173 14835 182.18
(0.000y*=* (0.000y+=* (0.000y*=* (0.000y+=*
In FDI capita -2.4687 -10.133 177.82 206 69
(0.007y*=* (0.000y+=* (0.000y+=* (0.000y+=*
1n GDPe 390180 21939 77.449 30085
(0.000y*=* (0.014y+= (0.000y+=* (0.399)
In Electricity Prod. -6.9411 -6.0402 110,99 58.005
(0.000)*=* (0.000y+=* (0.000y+=* (0.000y+=*
ln Epports.sdn -2.4068 -1.8413 66.238 57.970
(0.000)y*=* (0.033)** (0.000y*=+ (0.051y*
In Value added..zdp -23963 -1.8095 70.855 74.181
(0.008)y*=* (0.035)* (0.006y*=* (0.003y*=+
Control of Corruption (CC) -5.3202 -5.3645 110.13 130.12
(0.000)*s* (0.000y+5* (0.000y+s+ (0.000y+s*
Political Stability (PS) 41472 28818 74.401 71.014
(0.000y*=* (0.002y+=* (0.003y+=+ (0.006y+=+
Voice and Accountability (VA)  -1.5854 -1.8909 76.722 27.050
(0.056)* (0.020y+= (0.002y+=* (0.000y+=*
Regulatory Cuality (RQ) -6.0704 -2.8640 76.212 84,362
(0.000y*=* (0.002y+=* (0.002y+=* (0.000y+=*
Government Effectiveness (GE) -1.9061 43160 05036 35011 51.835 83271 52377 79304
(0.028y%=  (0.000)*=* (0.307)  (0.000y*** (0.193)  (0.0003*=* (0.181)  (0.001y*=*
Role of Law (RL) -1.5505 -5.9568  -0.6898 34773 47364 83.131 49367 71282

(Q.056Y* (000 =+ (0.2475) (Q000y*F*+ (0.337) (0.0000*** (D261 (0.006)*=*

Notes: - *** ** and * are significant at the 1%, 5% and 10% levels respectively.
O cpedsl 38 sl bl Lartieaall claal BN o Jeaal) m8 Ge maai
Gsise die 1(0) dayall (e cplalSia Lagil (sf ¢(Level) (sl vie Al clysiall g
ooeiall o e gin cllaa¥) o dsall Jeday G L %10 %5 Yl didall Lgieall
ol olat¥ly il giall agag die Sl (FDI_capita, InCO2 damage_capita)
Lid il gall dgmg e ASle @il @lpaidl L Ly L(Constant & Trend)
5l Fixed effects model si Pooled OLS ik aladia) ey ¢llil 4553, .(Constant)
.Random effects model
AN Y sl aladials Al zigad ks (2)
(FEM) (Fixed effects model) Zull ,BY1 7 3sad alasiiasd o3 duahyl) 7 3gas il
Least-squares dummy Zueagll ) paiall aladiuly gruall Glajal) z3gah oo o
Al Y1z 3sal o (e s "Hausman test' laal e 3l ¢llyg (LSDV) variable
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B Gela G Al Jglaal) 8 iy WS ((REM) dglsiall ) 23505 «(FEM)
ol sl by ) ey Les Aexiadl z3lall (<) dally dsiee "Hausman' sl
5o Al B zises ol dindl Qs ol Ml coaliall sa Aglstall SEY) £3sa o
bl vie L) b aa Ul Lea eJgall Cdlialy culil) ghall Cdlisl iy (53 ¢ JuadY)
AL eJsall IS Aally A5 Joal) D alen (o (y2m i Ll LSl Ao JSI 2 ) iDL
V) claaliadl Ga culil) gal) (IR e sl e asl ) ey Al el sl sl ol
Tty s s Jallis ) CIAL Caliy Y 4l

Serial ) sl ch bl Lol V) A5 (o e Leaiiead) 23l (Y Tyl
PBISTIIPLRKrt Jae (Heteroscedasticity) lulall «ild axe 4<4a <l (Correlation
SAlsall bali)) Aia #3al el cwhite standard errors Sl plasnaly 4l JBY) #3sa
pladinly LBy Tisei i &4 i o(Cross—section dependence) Jgall (pm
2l man 8 Alled algY) ells (Y ellyy (Cross—section weights) dassall cile Usdl
ISy e alieY) Ky Adle 56US @l Aaalill Shsall o5& Mallsg (IS da ohe
Ayl Slaleal dalanll il b Lasdg ¢ S

Table (3): Estimate the effect of foreign direct investment on
pollution in MENA region during the period (1970-2018)

Dependent variable: Ln CO, damage capita
Method: 1-way fixed effects with (robust standard error & cross GLS weights)
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Reg (1)  Reg(l)  Rez(d) }léf.' () Reg(d)

I PO capite (47480 0.14252 012418 0.0E3d6 010544
['14_34'}*** l"?jjsl'}*** ['6234'}*** G.“‘;ﬂ*** {1553']*#*
InGDPe 2.2B473 212222 215380 244577
(0.05**  (2LOTI#S*F 1065+ (20 T3
I Eleciricify Prod 049015 0.3E480 [.53919% 034278
(5.B04yEs*  [IA4R)EEE  (2T0EEE (D T4 EE
In Exports (Tegelm) 0.10457 0.1E687 007353
(1967 [193Ey#* (1811
I Value Addad (Sapdn) 0.33546 0.B3300
[(533TyFs* (3 163+
cumuiyd _lower middle 6.37007
{12 200 F
drraniyl upper middla 403337
(9 B0TEE+
cmniyd #in FDI capiia -0.01377
{0407
eltrrannyd #ln FOI eaplta 004185
(0185653
Copstard 166762 -15.1014 -17.5366 -19.6533 -24.5111
(QIGE)FEE  (ATQLYFEF  (20010FFF (LT IEERE 24 ]y
Effects Spectficanon
Country FE Yar Yes Yas Yar Yes
Year FE MNa Mo Mo MNa Mo
Country GLS weights Yar Yer Yar Yar Yer
Country cluster Yar Yes Yz Yar Yes
Adipsted & %a32.2 %aB3.2 Sabd.6 ke 9833
Ficher tast (F-stat) (202 3)Fs* (471 &yFs+F (4R yFsF [A[D GFEF (4]0 FEEE
Ne. gf Counirizs 22 19 18 18 18
No. gff Obs. 058 717 568 470 470
Residual variarcs test [25.5EyF+* 20799k (1D RTYFEE (DD 2pEEE (D] AFpEEE
Brousch-Pagan test [2731p%+%  (13400%+¢  []140pe+#  (EL103)pFsF (594 e
Hausman test (3.167y* (10.88y*%  [10.25)* [FR09yFs* (40 25
Tins test {1359 {31770+ {1915} {2585} {26.63)

Notes: - *** ** and * are significant at the 1%, 5% and 10% levels respectively.
- Firm cluster; White cross-section std. err.

@l dilaie b Joall pnes o Jandl 38 Jo¥) z3sail) of Laady miledl Jgonll e 3 @
Bl (sl Bpgeall ¢l cpadl «bly) (o) (bl t R Jaus)
aad QL Ol (Gl (Glae s i LS bl (el ccaprall (sl

LUl dal) e 2l duhal) due s 38 ZasdU 23l Wl Ll jse ¢ jeaa
i) o0 DA Cual bawsiad s il dsas Gl Jasall 2l e iy @
2l 6 Sle cliled) e daalll Hhea) e i) Gl laugia e 858kl LY
Lue (Daaly (Robust) disis sjias dagill s3a o LS %1 disies (S5iune 2ie (5 KU
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Z ) b Ll LS dentieadl claalial) sae (DIEA) e Lgantty Loy Aeaiional) ool
coealall JYI

Ll aes dal o Baaagll Clpiiall agmg Qb (3 5 8 Gaaldll a1 of LDl e
(Ja daitiye Jodll 48 ag A (ghise can o Bac b Clesane SO ) Al
Jslly Jaall dhaugie Jsall e Liall danpall (Jaall dagia Joall (pe Llall dasydl)
Dlani) b Dl 3y 8 5 clidla) @llin Ja dijee dal e @llly lee J2a Liaitie
DY) e DAl Cual banigia o Balall LY GlLEWY) 0o DAl Cual Lanigie
Al e genal) o sSl 1Sl B e il e daalill
sl (e Liall Ayl &8 oo (dummy[_lower middle) sash el sy Cus
(A5l o3a (e Alsall il 13) aaly Aal) 8L Gua) Jaal) diaidie Joally Jaall dlacgie
(adummy?2_upper midale) assl) ssia) s Laiw o(<lly A i daill 3k
Oe Al cul€ 1)) asly dedl 3L Gun) Jaal) Aawgie Joall e Llall dasyill oo
Jaal) daipe Joall &8 jlae) e clly L (elld CdlAy Hha Aal) 23y claall dasyal)
(g Abiadll i) o mahAl ) ghal) Laaasll Cilpaiall o2 Jiaig daeayall Ll a
o VAl Cuaal Jaugie (G gl il Gy deals) dddelall chpsnal) i Ly
Loaasll chpiiall cOllaall sda iy dhall odgl HlaaiV) e lalee (bl
Ll stV dae ge mhal) of clidll sdgl jlaat¥) dae G a0 e Adelill
L3 Axiye Jsall A3 a5 Lna sl

L %1 (sine e Ligine dpatsll chariall o Gadlddl Jlaai¥) z8 Go iy @
Dsaall e gohaall giall (8 (A s dsag () e Les tdasine e Lo\l il
o VA ol hasgie aate sl dalae e LR Glegena (g L galall

Al Gligie oAl caliag Y Gl e callaiigy)
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M) aSal) Cipiie aladiuls duhall zisal il (3)

2l 6 5l clilas) yal e 5alad) Ruia) cillena) i (4) dsas peas
IV gz 3paill dcily 4l Jganll e daadly cand )l 28l cydge Gadss ) & CO, (o <
2ot 8 il aal e DA i Jacegia o il 2SS chase A Ay alalls
sl b A5 2y ) L) Gug L el ) dilal 53 CO; (sl
e (VA) deleadlly (Bl e il (gginas f(PS) osbsad) il ¢(GE) dasSall 50liS
Glasaall ¢ Joill Sa @ g oSl sl B sl el e Dl el Lasia
Al Jgo (A Sl (g s B Lilas] digine G dnssgall

el lasgie e yua duals) dilelill il i) Al 2 daliiall #3ledll Ay
oyl 8y dalia 8ygems (wil) ASall Ciie (e aiie IS & L) chlenal) e 2l
o DAl Cuaai Jaugiag Ll Giagieall puaial) e cilpsial) Gl sl 51 asag gl
e Lo Tolan] digine Lule 4Dl Lgmpan ijglil Cum (5080 apusl 6 Slilesl )yl
Milan] (ggina e OIS S0 L) sels (53 aalill 2 35aill & (FDI*VA) el jundl)

Table (4): Foreign direct investment, pollution and institutions in
MENA region during the period (1996-2018)

Dependent variable: Ln CO, damage capita
Method: 1-way fixed effects with robust standard error
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BReg [6} Beg(7}  Reg(®) Feg(¥}  Feg(ld) Feg(ll}  Reg(ll}

FiMlcapizz 907608 HECCES ST RECCTN HECTN PRGN LT
[ZXoape [ EART Lk e e e A N L Y U T T L W ) g
FOI eapita*CC 4850-06-
{-:{.I:-t'."l‘}_l"'"
FI3 eapize* 1S -1
ER ] |
FIIL capita* WA et
RN
. -l s
Fix *
capla* Rl L3
- A TR0
FOI capita®GE AL e
FIH capita*Rl. LT3 dh
{- LA e

CC A0 000 0005 000882 000810 00MES 000867
[GASDRRE LLEHIE AdG6 [LIBLT LER RLEGGR LAl

P A0ISEE 00095 0008 000196 00132 00217 00097
LA AR AT GGG LADLIIe  [ADDE[eR [ dgE)ee

VA 00 000TE 000Te 00M9 00061 00008 0000
PALATI LB [DBEN LB LB LB s

GEODOME2  LIAST BMSA BMEE 2R sl 01111448
(LFEF (ZAsipes [2oagpes (L13pe (234pe (2ARIR [ 30ddpes

GEsqure 67505 000015 000016 00006 000011 00000 00000
LEGS DO L3RG 3G LLIGHR  [L03LRe [Adsd)ee

RO 000006 DNSE DM A DS D030 (00410

PR [LEES) (LTIF (LMD (LMpe (Lsn [ 1sY

BL e iLiH442 {LIHI454 11:H1444 iLIHIE T ILiHI326 (LIHI545
[RIdEe [ LY i 111 [ 1014} 1475 [ 0058 [ 1348

Costant 51840 81304 ARG 46037 430160 45215 (40387
[4534Res (0B (AR (LGP [330Pe0 (2R30p | 2ganpes

EHet Sproificaten

Caniry FE Yoo Yoo Yoo Yoo Yig Yig Yig

Yoar FE - e He Hiv Hix Hiv Ho Hox

Country {rl.5 weights Hiv He Hiv Mo Hix Ho Hiv

Couniry chaser i Yis Y5 s Yk tiE i
Adjzed R N Bk Bl A S HikaS Bl
Fisher test (Fostat ) [2153ym== [EREper (ERLEper [ERLARr 2RDAPE [ZRREpER [ZR1EH
o of Cowrries n i1 P i P b 1
Mool Obs 434 424 424 424 424 424 424
Residual varizoee sest | 1205y TR | 1305y R ol |13 gyees NETR | 1Eng)tee
Breusch-I'agan test T e W E ) 1 L B Lk I R I N B G C 1
Hasman 1t (T IET ) et Y kN 00 Y N 1 Y S 11 S - 1

T test [P Rl - 1 | sk 0 G - 0 kN 0 N N 1 1 ) R A

Notes: - *** ** and * are significant at the 1%, 5% and 10% levels respectively.
- Firm cluster; White cross-section std. err.
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i Gl 1§ i M : G

ledis Jawsg¥) Byall Joal Sighill foadle dpzajd Jidas o Al duhal) s
il e 23es (i uxieS COy (oSl a6 clilas) by e sl L il
o el by (sla®V] gailly daia¥) Gl e LAl Cual bagia 8 Bpusial
o Aiaal) Lpscsal clpriall BLaYL e liall Lilad) doally clpbally (5)5ea¥) 3585l
Dl gl sabs —alatl) Baga — pubaedl Y] - dasSal) BUS — Sl 8 oSl
28l B Sle o A of ) Cona gl EE Y 2 dgai pladiulg ALl gl oo
z ) QIS g Ligies s dylay) 3Dle FDI Labudl oY) linayly COp (50
U e D i gt 8 galll Jane QIS cdie i) diliaal) Ladlly i leally el oSl
Lydli (i dsassgall chsiall JWao) diey 3S digina 135 gl GDP Jlaay) sl
sasall o lulas) 8l 5 ey 52850 L) Jawa b lye o AV (gyinally lad!
Gy Al aelsdlly daia¥) Chlaia¥) Bl 8)g pdas (ags Auhall Gl elld ey ¢ 4
Aihaie racad ¥ (i ¢ Apassdall ladla) DA (e Adla) dlsdll jsum s0lisg Ailsall ac)sd
Ayl jolas o slacy) Aglae @l ¢ 2l £l cleliall 1Dk Javg¥) @)al
s a8l alatinl e aalill Eighll Lales 4l ddva
dalaial) cludal) :ludla

Ll Joal Eslill e 5a8lgl) Agia¥) i) 530 e gsuall o) Gand) Lal
Ciaval Eaghil) Lucad Ny ¢ alai] sailly Hskiill Aufle 8l ddadl clelsl) of loel
Ll ad) cileag (63 Sl foadle zisad ok Kay 4t Hhal aila alaaly i
e cagisll Jull (aineS Jiaie A U] (8 Gl e galeai@®) gaill )b e
ekl 8 sl Apadl Aaiaa) sle)
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Correlation matrix (1) sl

O] @ @) ] () (6) Q]

In CO; damage capita 1
FDI capita (2) 04075 1
[ 13.70]+¢

Control of Corruption (CC)  (3) 0.5434 0.4497 1
[13.45]%% [ 10.42]+

Political Stability (PS) (4) 051 03298 0.6262 1
[12.69]**= [T228]**% [16.81]***

Voice and Accountability (V4) (5) 0.0995 02105 05336 00363 1
[19.597+* [4454]+*= [1320]** [0.759]

Regulatory Quality (RQ) (6) 0.5046 0.4663 08727 05231 05783 1
[1215]%% [1091]%* [3730]%%* [1201]** [14.84]%*

Government Effectiveness (GE)  (7) 05766 0.4668 09008 05927 05631 09077 1
[14.67]%== [1092]#*= [4345]**= [1330]**= [1426]**= [4526]**=

Role of Law (RL) (8) 0.5506 04133 0.9385 06069 05523 09044 09008
[13.71]%*= [0301]** [S687[*** [1598]*** [13.86]*** [4436]*** [4588]**

Notes: - *** ** and * are significant at the 1%, 5% and 10% levels respectively.
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