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Abstract:

The research aims to estimate the relationship between foreign
direct investment and environmental degradation (carbon dioxide
emissions) and to test the pollution haven hypothesis in the
Egyptian economy. To achieve the study’s objective, the
researcher employed the cointegration methodology (ARDL) to
estimate the long-term relationship during the period from 1985
to 2023. The study found a positive relationship between foreign
direct investment and environmental degradation in Egypt, as
well as a negative and significant relationship between gross
capital formation and environmental degradation. This indicates
that the Egyptian economy serves as a pollution haven. The study
concluded with the necessity of diversifying the energy mix used,
enhancing environmental and climate-related investment in
Egypt, and encouraging investments in less-polluting sectors
instead of investments in extractive industries.
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