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Abstract:

This study aims is to analyze the impact of trade openness on economic growth in the Middle East and North Africa region
(MENA) during the period 1970-2016. Based on the ARDL and ECM models, we found a long-term complementary
relationship between trade openness and FDI and the accumulation of physical capital towards economic growth. We
obtained that trade openness is negatively correlated with economic growth, an 1% increase in trade weakening growth

by 13%. Finally, there is a positive impact of FDI flows and the accumulation of physical capital on economic growth.
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ARDL Long Run Form and Bounds Test
Dependent Variable: D(Y)

Selected Model: ARDL(1, 4, 4, 0)

Case 2: Restricted Constant and No Trend
Date: 05/04/18 Time: 22:10

Sample: 1970 2015

Included observations: 42

Conditional Error Correction Regression

Variable Coefficient Std. Error t-Statistic Prob.

c 6.341256 103.120172 2.032342 0.0514



Jasd (Glida A} 2 (Slaa

Y(-1)* -1.279683 0.152007 -8.418583 0.0000
OPENS(-1) -0.165997 0.083025 -1.999364 0.0550
FDI(-1) 0.952478 0.479655 1.985756 0.0566
GCF** 0.323186 0.239369 1.350156 0.1874
D(OPENS) 0.241090 0.099702 2.418099 0.0221
D(OPENS(-1)) 0.453084 0.099959 4532715 0.0001
D(OPENS(-2)) 0.182242 0.098119 1.857363 0.0734
D(OPENS(-3)) 0.307720 0.100984 3.047205 0.0049
D(FDI) -0.220407 0.477078 -0.461995 0.6475
D(FDI(-1)) -0.207594 0.426434 -0.486815 0.6300
D(FDI(-2)) -0.190758 0.416760 -0.457715 0.6506
D(FDI(-3)) -1.620065 0.415763 -3.896608 0.0005
* p-value incompatible with t-Bounds distribution.
** Variable interpreted as Z = Z(-1) + D(2).
Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
OPENS -0.129717 0.061266 -2.117276 0.0429
FDI 0.744307 0.355784 2.092022 0.0453
GCF 0.252551 0.176548 1.430493 0.1633
C 4.955332 2.560387 1.935384 0.0627

EC =Y - (-0.1297*OPENS + 0.7443*FDI + 0.2526*GCF + 4.9553 )
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ARDL Error Correction Regression
Dependent Variable: D(Y)

Selected Model: ARDL(1, 4, 4, 0)

Case 2: Restricted Constant and No Trend
Date: 05/04/18 Time: 22:13

Sample: 1970 2015

Included observations: 42

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(OPENS) 0.241090 0.085773 2.810783 0.0088
D(OPENS(-1)) 0.453084 0.079196 5.721025 0.0000
D(OPENS(-2)) 0.182242 0.089964 2.025722 0.0521
D(OPENS(-3)) 0.307720 0.080381 3.828288 0.0006
D(FDI) -0.220407 0.345287 -0.638330 0.5283
D(FDI(-1)) -0.207594 0.363994 -0.570324 0.5729
D(FDI(-2)) -0.190758 0.309887 -0.615571 0.5430
D(FDI(-3)) -1.620065 0.304211 -5.325456 0.0000
CointEq(-1)* -1.279683 0.133078 -9.616023 0.0000
R-squared 0.843974 Mean dependent var -0.150225
Adjusted R-squared 0.806149 S.D. dependent var 3.996274
S.E. of regression 1.759498 Akaike info criterion 4.155343
Sum squared resid 102.1625 Schwarz criterion 4.527701
Log likelihood -78.26221 Hannan-Quinn criter. 4.291827

Durbin-Watson stat 1.854077

* p-value incompatible with t-Bounds distribution.

F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) 1(1)
F-statistic 16.25193 10% 237 3.2
k 3 5% 2.79 3.67
2.5% 3.15 4.08

1% 3.65 4.66
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