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ABSTRACT

This research explored the current situation of Egypt’s foreign trade with European Union (EU) countries. Moreover, the
research tried to find out the determinants of Egyptian exports and imports with these countries.The research used the Gravity
Model as a modern methodology in analyzing the trade theory; where this technique takes into consideration the largest number
of variables that can determine the trade size between countries. In this research the Gravity model has been estimated using the
cross sections and panel data of EU-27 over the period 2000-2013. In this study, the Gravity model has been used to analyze the
determinants of total trade (exports + imports) between Egypt and EU-27 countries, determinants of Egypt’s exports to EU-27
countries and determinants of Egypt’s imports from EU-27 countries. There are six independent variables have been utilized to
see their impact on the dependent variable. These independent variables are Egypt’s gross domestic product (GDP) (in current
prices), EU-27’s gross domestic product (GDP), Egypt’s population, EU-27 population, the distance of Egypt’s capital (Cairo)
and the capital of European countries and dummy variable takes the value one or zero if Egypt has maritime borders with the
European country or not. The data of this research were extracted from Central Agency for Public Mobilization and Statistics
(CAPMAS) and from the United Nations National Accounts Main Aggregates Database.The results of this research indicated
that:Egypt’s exports to EU-27 countries were mainly with eight countries during the period 2000-2013. These countries are Italy,
Spain, UK, France, Germany, Belgium, Greece and Cyprus. The average value of Egyptian exports to these countries were EGP
10 billion, EGP 4.8 billion, EGP 3.9 billion, EGP 3.7 billion, EGP 2.4 billion, EGP 1.7 billion, EGP 1.2 billion and EGP 250
million; respectively. These export values represent 31.5%, 15.3%, 12.3%, 11.7%, 7.7%, 5.5%, 3.9% and 1.8%; respectively of
Egypt’s total annual average exports to EU-27 countries, which amounted to EGP 31.5 billion during the same period.Egypt’s
imports from EU-27 countries were mainly with ten countries during the period 2000-2013. These countries are Germany, Italy,
France, UK, Spain, Belgium, Sweden, Greece, Finland and Denmark. The average value of Egyptian exports to these countries
were EGP 19.5 billion, EGP 13 billion, EGP 8 billion, EGP 5.5 billion, EGP 5.4 billion, EGP 4 billion, EGP 3 billion, EGP 2.2
billion, EGP 1.9 billion and EGP 953 million; respectively. These export values represent 25.7%, 17.2%, 11%, 7.3%, 7.2%,
5.3%, 4%, 2.9%, 2.5% and 1.3%; respectively of Egypt’s total annual average imports from EU-27 countries, which amounted to
EGP 75.6 billion during the same period.The six variables that have been used as independent variables in the Gravity model
explain about 71% of the determinants of Egypt’s total trade with EU-27 countries. Increasing the value of these six variables by
1 percent will change Egypt’s total trade value with EU-27 countries by 7%, 0.64%, 162.4%, 0.32%, 0.82% and 0.83%;
respectively.Regarding the gravity model in Egypt’s total exports to EU-27, the independent variables explain 69% of the
determinants of Egypt’s exports to EU-27 countries. Increasing the value of these six variables by 1 percent will change Egypt’s
exports value to EU-27 countries by 4.7%, 1.6%, 30.2%, 0.51%, 2.5% and 1.2%; respectively.Regarding the gravity model in
Egypt’s total imports from EU-27, the independent variables explain 61% of the determinants of Egypt’s imports from EU-27
countries. Increasing the value of these six variables by 1 percent will change Egypt’s imports value from EU-27 countries by
9.3%, 0.47%, 260.7%, 0.53%, 52% and 52%; respectively.
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