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The impact of economic complexity on FDI in Egypt
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Abstract:

This research investigates the impact of economic
complexity on inward foreign direct investment in Egypt. The
methodology employs time series data on inward FDI as a
dependent variable and economic complexity, trade openness,
and government size as explanatory variables from 1995 to 2021.
Findings based on two dynamic regression models show that
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economic complexity and trade openness positively impact
inward foreign direct investment. On the other hand, Government
size negatively impacts inward foreign direct investment. This
research adds value to the literature by adding a new determinant
of FDI in Egypt as an emerging market.
Keywords:
Economic complexity, Product space, Foreign direct investment.
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-International Trade Center, Trade maps.
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research, Harvard University.

-International Trade Center, Trade maps.
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Source: -The Atlas of Economic Complexity, Harvard's growth Lab's
research, Harvard University.
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Dependent Variable: FDI(1) Js¥) G'U"'m ) G,“L"'

Method: Least Squares

Date: 01/07/24 Time: 13:56

Sample (adjusted). 2001 2021

Included observations: 21 after adjustments

Variable Coefficient Std. Error t-Statistic Prob.

PCI 0.019738 0.004163 4753686 0.0002

OFEN 0.508595 0.064600 7.873041 0.0000

GSIZE -0.025662 0.005561  -4.614575 0.0002
C -0.429953 0211875  -2.029275 0.0584
R-zguared 0.889038 Mean dependentvar 0.347638
Adjusted R-squared 0.869456 S.D. dependentvar 0.087618
S.E. of regression 0.031657  Akaike info criterion -3.898055
Sum squared resid 0.017037  Schwarz criterion -3.699098
Log likelihood 44 92958 Hannan-Guinn criter. -3.854876

[ AE ARATT

Dependent Variable: FDI{-1)

Method: Least Squares

Date: 01/05/24 Time: 1640

Sample (adjusted): 1996 2021

Included observations: 26 after adjustments

A NE3NET

Fharkim (Afmbe nm bad

Aal G.}J.Aﬁ\ D) milid

Variable Coeflicient Std. Errar t-Statistic Frob.
ECI 0402222 0.072692 5111200 0.0000
GSIZE -3.089387 0.582663 -5.319344 0.0000
OPEN 0577612 0077623 7441276 0.0000
c 0.457900 0.0627a3 7.930510 0.0000
R-zquared 0.829250 Mean dependentvar 0228046
Adjusted R-squared 0.805966 5.D. dependentwvar 0.0858991
3.E. of regression 0.038200 Akaike info criterion -3.499638
Sum squared resid 0.033806 Schwarz criterian -3.306085 e "‘ SS > ‘.._“ 1 - ‘ ;'.u
Log likelihood 49.49529  Hannan-Quinn criter. -3.443902 ? S é"
F-statistic 35.67448 Durbin-Watson stat 1.882968  icity Test Breusch-Pagan-Godfrey
Prob(F-statistic) 0.000000 i Homoskedasticity
1.430858 Prob. F(3,22) 0.2607
F-statistic 1.024307 Prob. F(3,22) 0.4010 Obs*R-squared 4244807 Prob. Chi-Square(3) 0.2362
Obs"R-squared 3.186543 Prob. Chi-Square(3) 0.3637 Scaled explained 55 2482897 Prob. Chi-Square(3) 0.4784
Scaled explained 58 2.842795 Prob. Chi-Square(3) 0.4165
' Test Equation:
TestEquation: Dependent Variable: RESID*2
Dependent Variable: LRESID2 Method: Least Squares
Methad: Least Squares Date: 01/05/24 Time: 17:08
Sample 18982021 sample 1995 2021
Intlutled obsenations: 26 Included observations: 26
Variable Coeficlent St Eror  tStaisic  Prob. Variable Coefcient St Eror  bStafistc  Prod
c _3.089357 31422048 -0.902780 03764 v C 0.003839 0.002647 1.450330 01611
ECI 3909746  4.289245 0911523 03719 ECI 0005879 0003318 1772026 00902
CEIZE 3360007 3175871  -1.080814 02002 G3IZE -0.006331 0.024566  -0.257724 0.7990
OPEN 0781942 4230912 0088639 09478 OPEN -0.000985 0003273 -0.300831  0.7664
R-squared 0122559 Mean dependentvar 7857445 R-squared 0163262 Mean dependentvar 0.001300
Adjusted R-squared 0002908 5.D. dependentvar 2139757 Adjusted R-squared 0.049161 3. dependentvar 0.001695
S.E. of regression 2136643 Akaike info criterion 4496987 S.E. ofregression 0.001653  Akaike info criterion -9.832105
Sum squared resid 100.4354 Schwarz criterion 4.690540 Sum squared resid B6.01E-05  Schwarz criterion -9.638551
Log likelihood -54 46083 Hannan-Quinn criter 4FRIT724 Log likelihood 131.8174 Hannan-Quinn criter. -0.776368
F-statistic 1024307 Durbin-Watson stat 2 684837 F-statistic 1.430858 Durbin-Watson stat 2765442
Prob(F-statistic) 0.400991 Prob(F-statistic) 0.260653
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J ¥ z3salll Heteroskedasticity (i seiadl Uadd) aa oyt il
Az galll
Serial correlation (Jadd) Jalsi Y1 Al Ll ilis

Breusch-Godfrey Serial Correlation LM Test:
Mull hypothesis: No serial correlation at up to 2 lags

F-statistic 0.965577 Prob. F(2,20) 03978 s N .

Obs*R-squared 2289437 Prob. Chi-Square(2) 03183 ‘JJY‘ céﬂ‘
R

Test Equation:

Dependent Variable: RESID

Method: Least Squares

Date: 01/05/24 Time: 16:46

Sample: 1996 2021

Included observations: 28

Presample missing value lagged residuals set to zero.

Wariable Coefficient Std. Error t-Statistic Prob.

ECI 0.039101 0.090725 0.430073 0.6711

GEIZE -0.037942 0584295  -0.064947 0.9429
OPEN 0.047053 0.086551 0.543650 0.5927

c -0.000223 0.063245  -0.146773 0.2848
RESID(-1) 0.005141 0234260 0.021945 09327
RESID(-2) -0.354614 0259375  -1.367186 0.1867
R-squared 0.088055 Mean dependentvar -4 00E-17
Adjusted R-squared -0.138931 S.D. dependentvar 0.036773
S.E. of regression 0.039262 Akaike info criterion -3.437968

i ennarad r rhwears eritarinn ~2147RAA

a acir nnanaga e
Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation at up to 2 1ags

F—stetlsnc 2230558 Prob. F(2,15) 01409 Heteroskedasticity Test. Breusch-Pagan-Godfrey
Obs*R-squared 4.828836 Prob. Chi-Square(2) 0.0894 Null hypothesis: Homoskedasticity
" F-statistic 0.508837 Prob. F(3,17) 0.6815
E?ptei%i?tlifgnable RESID Obs"R-squared 1730317 Prob. Chi-Square(3) 0.6302
Method: Least Squares Scaled explained S8 1.208389 Prob. Chi-Square(3) 0.7510
Date: 01/07/24 Time: 14:45
Sample: 2001 2021
Included observations: 21 Test Equation:
Presample missing value lagged residuals set to zero. Dependent Variable: RESID"2
lethod: Least Squares
Variable Coefiicient  Sid. Error  t-Statistic  Prab. Date: 01/07/24 Time: 14:46
Sample: 2001 2021
FCI 0.001106 0.003925 0.231885 07819 Included observations: 21
OPEN 0.045388 0.064374 0.705066 0.4916
GEIZE 0.000136 0.005206 0.026103 0.9795 WVariable Coefficient Std. Errar t-Statistic Prob.
c -0.069809 0200684  -0.347856 07328
RESID(-1) -0.069315 0229873  -0.301538 07671 c -0.001120 0.008440  -0.132753 0.8959
RESID(-2) -0.539583 0.255369  -2.112952 0.0518 PCI 4 50E-05 0.000168 0.271404 0.7893
OPEN 0.002765 0.002573 1.074707 0.2975
R-squared 0229945 Mean dependentvar 21E17 GSIZE -0.000112  0.000222 -0503%40 06208
Adjusted R-squared -0.026741 S.D. dependentvar 0.029187
S.E. ofregression 0.029574  Akaike info criterion -3.968872 R-squared 0.082396 Mean dependentvar 0.000811
Sum squared resid 0.013120  Schwarz criterion -3.670437 Adjusted R-squared -0.079534 S.D.dependentvar 0.001214
Log likelihood 47.67315  Hannan-Quinn criter. -3.904104 S.E. of regression 0.001261 Akaike info criterion -10.34418
Festafisic 0.895824  Durbin-Watson stat 2.326570 Sum squared resid 270E-05 Schwarz criterion -10.14522
Prob(F-statistic) 0508611 Log likelihood 1126138 Hannan-Quinn criter -10.30100
F-statistic 0508837 Durbin-Watson stat 2393053
ProbiF-statistic) 0.629616 Probi(F-statistic) 0.681467
=
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Multicollinearity
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Variance Inflation Factors
Diate: 01/05/24 Time: 16:47
Sample: 1995 2021
Included observations: 26

Coeflicient  Uncentered Centered

Variable VWariance VIF WIF
ECI 0.006193 5947365 1127608

GSIZE 0.339497 71.08405 1.184036

QPEM 0.006025 2283863 1.081405
C 0.003942 G6.69321 A

A C.'A‘g.e.m
Wariance Inflation Factors

Diate: 010724 Time: 14:43
Sample: 2000 2021
Included observations: 21

Coefficient  Uncentered Centered

Variable Variance WVIF VIF
PCI 1.73E-05 G30.1256 1.482086
OPEN 0.004173 2014294 1103777
GSIZE 3.08E-05 3047923 1617634
c 0.044391 940.6607 A
VoYY Sl o al ) saall e i aladl)
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Saries: Residusls
8 Sample 19952021
7 Cbssrvations 26
B
5 hdean -4.00=-17
Median 0.001E33
4 rAasimum 0.055705
3 Mdinimuem -0LOROSET
7 Std. Dew. 0.035775
Skewness -0.51E551
1 Kurtosis 1.633825
o
-0.10 -0.05 0.00 0.05 jarqueterm 1310391
probabifity  0.512340
Sl z? gal)
5
Sories: Residuals
5 Sample 2001 2021
Ohzervations 21
a
Klean 21117
3 Mzdian 0003083
Maximum 0059509
2 Minimum  -0.063350
Std. Des. 0429187
1 Shemamass -0.246035
. Kurtosis 3.131337
]
-0.05 larque-Bera 0226959
Prabability 0892723
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