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Abstract: 
Foreign direct investment is an important factor in achieving the 

economic growth of all countries of different types  This study aims to 

study the role of foreign direct investment in the growth of the industrial 

sector in Egypt for the period from 1977 to 2017. To achieve this 

objective we analyze the long-term relationship between the following 

variables: the added value of the industrial sector as a percentage of 

GDP as a dependent variable and foreign direct investment and 

domestic investment as independent variables (all as a percentage of 

GDP). The JOHMS method was used, as well as VECM. The results of 

the study showed that foreign direct investment had an insignificant 

negative impact on industrial sector in Egypt, an insignificant positive 

effect for domestic investment on the growth of the industrial sector in 

the short run with a significant relationship from independent variables 

to industrial output in the long- run. The study recommended that the 

government should shift its focus and guidance from the extractive 

sector (petroleum and natural gas) To the manufacturing sector because 

there is an increase in domestic production and consequently in the 

added value of the national economy and increase exports and reduce 

imports. Also, there is a need to improve strategies to enhance the 

competitiveness of the Egyptian industrial sector in attracting foreign 

direct investment. 

Keywords: Foreign Direct Investment-Value Added Industry -Cointegration - 

VECM.
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تنميةفيالمباشرالاجنبيالاستثمارلأثرقياسيةدراسةثانيًا:
 : (2017-1977) خلال الفترة المصريالصناعيالقطاع
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ADFADF

P-Value 
P-Value

P-ValueP-Value
P-ValueP-Value

IVA 0.7386 0.13180.07080.00000.00000.0000

FDI 0.0758 0.03610.13220.00000.0000 0.0047 

GFCF  0.25520.8508 0.15390.0000 0.0002  0.0018 
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33.76199

935.0930

18.15548

19.33947

18.70746

La

g 

LogL LR FPE AIC SC HQ 

0 -419.7274 NA  56953.13 22.30144 22.47382 22.36277 

1 -331.0741 153.9768 1251.647 18.47759   19.33947* 18.78424 

2 -308.9542   33.76199*   935.0930*   18.15548* 19.70688   18.70746* 

3 -294.2448 19.35449 1082.316 18.22341 20.46432 19.02071 
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R=0R>0 0.403147 37.5507 29.79707 20.12729 21.13162 

R=1R>1 0.346291 17.42341 15.49471 16.57865 14.2646 

R=2R>2 0.021428 0.844765 3.841466 0.844765 3.841466 
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ECTt-1=Yt-1 - jXt-1 -  βmRt-1  

yt=

 

Cointegrating Eq:  CointEq1 CointEq2 

IVA(-1) 1.000000 0.000000 

FDI(-1) 0.000000 1.000000 

GFCF(-1) 

-0.539166 0.045552 

(-0.10008) (-0.07533) 

[ 5.38745] [ 0.60469] 

C -44.203350 -3.488266 

 :      Eviews 10

Standard errors in () & t-statistics in  

ECTt-1= IVA t-1   GFCF t-1    44.2  
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Probt-StatisticStd. ErrorCoefficient

0.0004 -3.910887 0.148864 -0.582189 C(1)_ECT 

0.0157 2.54849 0.165794 0.422525 
C(3)_D(IVA(-1)) 

0.3313 -0.986015 0.231752 -0.22851 C(4)_D(FDI(-1)) 

0.1539 1.45943 0.137889 0.20124 C(5)_D(GFCF(-1)) 

0.6043 0.523228 0.308264 0.161292 C(6)_C 

0.19442     Mean dependent var 0.346236 R-squared 

2.20217     S.D. dependent var 0.247181 Adjusted R-squared 

4.273471     Akaike info criterion 1.910716 S.E. of regression 

4.529404     Schwarz criterion 120.4775 Sum squared resid 

4.365298     Hannan-Quinn criter. -77.33269 Log likelihood 

1.610268     Durbin-Watson stat 3.49539 F-statistic 

0.012068 Prob(F-statistic) 
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∆ IVA t-1= -0.582 ECTt-1+0.422 ∆IVA t-1 -0.228 ∆FDI t-1 +0.2 ∆GFCF t-1 + 0.161  
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Inverse Roots of AR Characteristic Polynomial

Root Modulus 

1.000000 1.000000 

0.510814 - 0.453332i 0.682965 

0.510814 + 0.453332i 0.682965 

0.314915 - 0.177606i 0.361546 

0.314915 + 0.177606i 0.361546 

-0.334488 0.334488 
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Lags LM-Stat Prob 

1 14.84096 0.0954 

2 12.25873 0.1991 

   Joint test: 

Chi-sq df Prob. 

83.99046 60 0.0522 

Component Jarque-Bera df Prob. 

1 5.256103 2 0.0722 

2 3.093542 2 0.2129 

3 0.443263 2 0.8012 

Joint 8.792907 6 0.1856 
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0.0108 6.494802 

0.3241 0.972225 

0.1444 2.129937 
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Variance Decomposition of IVA: 

 

Period 
S.E. IVA FDI GFCF 

1 
1.9107

2 
100.00000 0.00000 0.00000 

2 
2.5242

5 
98.57422 0.80244 0.62334 

3 
2.7414

2 
91.76383 2.02626 6.20991 

4 
2.9007

6 
82.69095 3.07222 14.23683 

5 
3.0799

5 
73.40747 5.60673 20.98580 

 Variance Decomposition of FDI: 

 

Period 
S.E. IVA FDI GFCF 

1 
1.6022

6 
3.85472 

96.1452

9 
0.00000 

2 
2.0620

3 
2.39974 

96.4608

4 
1.13943 

3 
2.2268

5 
3.18748 

94.6814

7 
2.13105 

4 
2.2617

7 
3.88514 

93.4197

8 
2.69507 

5 
2.2648

8 
3.96528 

93.1811

8 
2.85354 

 Variance Decomposition of GFCF: 

 

Period 
S.E. IVA FDI GFCF 

1 
2.4968

3 
1.20616 

39.9390

3 
58.85481 

2 
3.0926

4 
10.39409 

39.7331

0 
49.87282 

3 
3.8945

0 
10.90332 

46.0123

7 
43.08431 

4 
4.5499

5 
10.86234 

49.6823

6 
39.45531 

5 
5.1493

4 
10.31464 

52.1987

2 
37.48664 
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 الخلاصة : 

 أولًا النتائج  :

1. 

2. 
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3. 

4. 

5. 

 صيات  :ثانيًا التو
1. 

2. 

3. 
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 الملحق الإحصائي:

  
 

 24.70188 0.727581 22.39126 

 26.1684 2.148072 26.99953 

 34.72936 6.749429 29.38705 

 35.09123 2.392955 24.62266 

 31.28132 3.39975 32.09875 

 30.04542 1.061543 27.38689 

 28.58647 1.582368 31.48835 

 28.76582 2.146357 29.28861 

 29.59517 3.015277 28.78847 

 27.88662 2.951091 29.75283 

 25.94175 2.342602 28.58874 

 27.44967 3.401932 34.12711 

 26.58961 3.144613 31.16597 

 27.40605 1.707814 27.29875 

 32.13333 0.676691 27.06604 

 31.41121 1.096617 23.29497 

 31.14691 1.058425 21.09034 

 30.50286 2.420133 22.8656 

 30.2451 0.994028 22.55941 

 29.51874 0.940415 23.9269 

 28.99962 1.135376 25.75434 

 28.64509 1.268437 21.34607 

 28.40085 1.174393 20.81401 

 30.75187 1.236997 18.94996 

 30.89886 0.522267 17.72562 

 32.18176 0.736363 17.81776 

 33.37059 0.286284 16.31212 

 34.66792 1.589571 16.39316 

 34.14873 5.993819 17.91205 

 36.15474 9.343527 18.7374 

 34.98617 8.873538 20.85686 

 36.21255 5.831413 22.28193 

 35.81645 3.551442 18.91549 

 35.78452 2.917287 19.21326 

 35.95172 -0.20453 16.70676 

 39.2513 1.001422 14.69327 

 39.88695 1.452668 12.98711 

 39.89033 1.509575 12.4456 

 36.6302 2.081527 13.65479 

 32.45596 2.435002 14.46958 

 33.75076 3.140471 14.82159 
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