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Abstract:

This study aims to test the hypothesis of an asymmetric impact of
workers’ remittances and foreign direct investment (FDI) on carbon
emissions in Egypt during the period (1977-2020). The study also
seeks fto fill the gap in the current literature related to Egypt by
analyzing the role of these financial flows in increasing carbon dioxide
emissions by utilizing the nonlinear autoregressive distributed lag
(NARDL) model.

The results of the economeftric analysis showed that both
remittance and FDI inflows increase carbon emissions and hence
cause environmental degradation, which supports the “pollution
haven” hypothesis in Egypt. The effect of remittances on carbon
emissions was asymmetric, while the effect of FDI on carbon
emissions was symmetrical.

The study provides a set of recommendations that policy—makers
can benefit from, the most important of which is the necessity of
using official channels to send remittances from workers abroad and
directing them {fowards supporting green technology. Regarding
foreign direct investment, this type of investment should be attracted
fo environmentally friendly projects. Hence, remittances and FDI
inflows can help reduce carbon emissions and environmental
degradation, and thus promote sustainable development goals .

Key Words: Workers’® remittances, foreign direct investment,

asymmetric impact, environmental degradation, Egypt.
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ARDL (1, 1,2, 1)

NARDL (2, 2, 0, 2, 3, 3)

A Standard A Standard
Panel (A) Coefficients S Coefficients o
Short run coefficients
constant -4.018*** 0.6408 -7.369*** 0.9599
trend 0.009*** 0.0016 0.0010* 0.0005
AENG -0.146 0.1850 0.3159* 0.1799
AFDI 0.005* 0.0033
AFDI,_4 -0.00584* 0.0034
AREM 0.0050* 0.0029
AC02,_, 0.2115** 0.1019
AENG,_, -0.5570** 0.2213
AFDI~ -0.0039 0.0048
AFDI;_; -0.0120** 0.0043
AREM* 0.0003 0.0041
AREM_; -0.0243*** 0.0047
AREM;_, -0.02437*** 0.0051
AREM™ 0.02481*** 0.0051
AREM[ -0.00537 0.00513
AREM_, 0.01689*** 0.00409
ECTy; -0.8963*** 0.1418 -0.807*** 0.1424
Panel B
Long run coefficients
ENG 0.532%** 0.101 0.7836*** 0.1612
FDI 0.017*** 0.0043
REM -0.00019 0.0031
FDI" 0.0125**= 0.0039
FDI” 0.0127*** 0.0044
REM " 0.0219** 0.0088
REM"~ 0.0129* 0.0065
Diagnostic tests
Breusch-Godfrey x*(2) =0.51 x*(2) = 4.45
Serial correlation test P value (0.77) P value (0.11)
Breusch- Pagan 2o 2 _
A x2(9) = 11.65 x?(18) = 14.12
Heteros;i?ast|C|ty P value (0.23) P value (0.72)
Fungf‘ong;?ﬁorm F (1,31) = 0.16 F (1,20) = 3.45
test P value (0.68) P value (0.14)
Jarque-Bera Jarque-Bera = 2.26 Jarque-Bera = 2.44
Normality test P value (0.32) P value (0.29)
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Null hypothesis

2

. x*(1) = 0.001

Symmetric effect of FDI on CO, P value (0.97)
2

. ¥2(1) = 4.61
Symmetric effect of REM on CO, P value (0.03)
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