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EGYPTIAN FOREIGN TRADE WITH MAJOR ARAB
COUNTRIES USING GRAVITY MODEL AND ITS FUTURE
OUTLOOK '

Fayyad, Sh. M. S.

Agric. Economic Dept., Soclo-economic Division.,Desert Res. Center

ABSTRACT

Arab makes are one of the major markets for the Egyptian Exports. This is
due that the Arabian market consider one of the promoted markets especially the nn-
guif markets like the Syrian and Libyan and Sudanese Markets. Alliance Economy is
one the major econcmic phenomena in the world, thus Arabian integration Economy
and the alliance economy with the Arab countries in addition with the integration and
alliancé economy with the African countries are the only two ways for Egypt to
integrate in the international economy.

The study shows the reduction in the percentage of Egyptian exports to
Saudi Arabia and Libya from the total Egyptian Exports to the Arab world, indeed the
increasing in the total Egyptian value exports. The study shows that the percentage of
the Egyptian exports increased mainly to Lebanon, Jordon and UAE, and some less
to Syria and Sudan. But the percentage of the Egyptian Exports remain fixed to the
rest of the Arab world during the studying period that is form 1990 till 2009. Also, the
study shows the diversity in distribution in Egyptian Exports, this diversity in
distribution increased in the third and the fourth period of the study.

Indeed Egyptian value import mainly from Saudi Arabia, during the four
periods of the study, but the ratio for Saudi Arabia from total Egyptian imports
reduced. This ratio was 50% in the first period of the study till it reach 39.8% in the
fourth period. Also, the study shows the reduction in the contribution for the Egyptian
Imports value from Lebanon during the four studying periods. The contribution of the
Egyptian Imports value was increased from Kuwait (especially in the last period),
Algeria and UAE. This can shows the Egypt trade is trying following an import
diversity policy from the Arab countries, But stifl there is concentrate in the Egyptian
imports for three Arab countries as an average to each period.

The study shows instability in the Egyptian foreign trade with some Arabian
countries such as UAE, Sudan and Libya, since the study shows a surplus in the trade
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balance with these three countries in the first period. Then this surplus reduced with

Sudan in the second period, and deficit happened in the Egyptian foreign trade

batance with UAE and Libya in the second period. Then it became deficit with the

Egyptian foreign trade balance with Sudan in the third period, and surplus with Libya

and UAE, till it became again surpius with the three countries in the fourth period. The

can shows that there is no strategy vision in dealing with the foreign trade with these
countries, pitting in consideration that these three countries are a major trade partner
with Egypt.

Using gravity model on the major Arab countries that Egypt deals with in the
foreign trade, the results of the study shows that the increase in the real Egyptian and
the Arabian countries DGP will cause an increase in the Egyptian exports to these
countries. The increase in the distance between the Egypt and the Arab couniries will
cause a reduction in the Egyptian exports to these countries, also, a reduction in the
demand on the Egyptian commodity imports when the real income increase in the
Arab countries. The study shows that the main Arabian countries that cause the
Egyptian export to the Arab worild to be reduced is Syria, but the reset of the Arab
countries it's demand respond the Egyptian Exports when the real individual income
increase. In the import case the sfudy shows that both Saudi Arabia and Libya
participate in increasing the Egyptian imports from the Arab countries. Egyptian
imports from Arab counties reduce when individual income increase in these counties.

Using ARIMA model to estimate the Egyptian exports and imports from the
major Arab countries that Egypt deal with them in the foreign trade level till 20186, the
results shows the Egyptian export values to the major Arabian countries wiil increase
in 2018 comparing to 2009, except Egyptian exports to Syria it will reduce in 2016
comparing to 2009. For Egyptian imports the results of ARIMA model shows the
Egyptian imports will increase in 2016 comparing to 2009 form all Arabian countries
under study. The study shows in this part that there wifl be surplus in the Egyptian
foreign trade balance between Egypt and Arab countries under study, except in the
Egyptian foreign trade balance between Egypt and both Saudi Arabia and UAE. Thus
Egypt has to take care and try to increase its exporis to especially to the Arabian
countries in the gulf area, in addition to decrease its imports from these courtiers.
Thus the study recommends the following:

1. To enhance the transportation between Egypt and the Arab countries especially
with Libya and Sudan, and to increase the Egyptian exports to the Arabian north
African countries (Tunisia, Algeria and Morocco)

2. Increasing the Egyptian Exports especialfy form the Agricultural products that
have highly additional value. This will make the increase the value of the Egyptian
exports, in addition more real investments and more labor opportunities.

3. Increasing the Egyptian industrial agricultural exports especially to the Arabian
qulf countries, since these countries have a high purchasing power form cne side,
form the other side it is expected that Egypt will make a deficit with these
countries by 2016.

4. Creating a join investment zone between Egypt and Arab countries. Also
increasing the Arabian investments through giving an economic intensives to the
Arabian investors especially who invest in the sectors that create job
opportunities and increase the exports especially that do not drain the natural
resources particular water resources,

5. We have to study the Arabian tastes and the Arabian market, especially in quality

requests.
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