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Abstract:

The relationship between trade openness and economic growth is ambiguous from both
theoretical and empirical point of view, while some theoretical assumptions reveal that trade
openness leads to greater economic efficiency, market imperfections, and differences in
technology may lead to a negative impact of trade openness on economic growth, especially
in developing countries.

Several studies have shown that the association of GDP growth with trade openness cannot
be explained in many cases by the fact that the degree of openness has led to growth in
output. Rather, the opposite may be true, as GDP growth may be a reason for trade
openness, not a result of it, and vice versa.

Therefore, this study attempts to research the relationship between trade Openness and
economic growth in Syria.

This study employed Granger causality to determine the direction of causality between trade
openness and economic growth in the short run, while co-integration and the error
correction model is (ECM) employed to determine the relationship between trade openness
and economic growth in the long run. The study uses annual time series data from 1991 to
2017, obtained from the Central Bureau of Statistics

The result of the Granger causality test shows that trade openness Granger causes
economic growth, while economic growth doesn't, Granger causes trade Openness in the
short run. The result of error correction model shows a unidirectional causality from trade
openness to economic growth in the long run.

Thus it can be concluded that changes in trade openness will have a significant effect on

changes in the rate of growth in the short and long run.
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) (ginal)
Null Hypothesis: OPEN has a unit root
Lag Length: 0 (Automatic — based on SIC, maxlag=6)

t—Statistic Prob. *
Augmented Dickey—-Fuller test statistic
-1.303787
1% level -2.656915
0.1727
Test critical values: 5% level -1.954414
10% level -1.609329
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Null Hypothesis: D(OPEN) has a unit root
Lag Length: 0 (Automatic — based on SIC, maxlag=6)

t—Statistic Prob.*
Augmented Dickey—Fuller test statistic
-5.217228
1% level -2.66072 0
Test critical values: 5% level -1.95502
10% level -1.60907
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Null Hypothesis: GDP has a unit root
Lag Length: 1 (Automatic — based on SIC, maxlag=6)

t—Statistic Prob. *
Augmented Dickey—Fuller test statistic
-0.742086
1% level -2.66072
0.3848
Test critical values: 5% level -1.95502
10% level -1.60907
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Null Hypothesis: D(GDP) has a unit root
Lag Length: 0 (Automatic — based on SIC, maxlag=6)

t—Statistic Prob.*
Augmented Dickey—Fuller test statistic
-3.014737
1% level -2.66072
0.0041
Test critical values: 5% level -1.95502
10% level -1.60907
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OPEN = B + BGDP. +u, s AN dnal) —-1-5-9

u, =OPEN - 3, — B,GDP, sl 21k
c e JalSs PlalSia il Gs$ U, [1d (0) Lo (ggial sie gy ol dlulis cal< 1)
OPEN =9.41(10) °GDP + 0.06 p ol o ARl 2D pamy
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Null Hypothesis: RO has a unit root
Lag Length: 0 (Automatic — based on SIC, maxlag=6)

t—Statistic Prob. *
Augmented Dickey—Fuller test statistic
-2.260173
1% level -2.656915
0.0256
Test critical values: 5% level -1.954414
10% level -1.609329
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AOPEN, =3.29(10) *AGDP, —0.065, ,—0.016 ,7~<0
PROB (0.49) (0.72) (0.32) R>=0.02
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Null Hypothesis: RG has a unit root
Lag Length: 0 (Automatic — based on SIC, maxlag=6)

t—Statistic Prob.*
Augmented Dickey—Fuller test statistic
-2.121058
1% level -2.656915
0.0349
Test critical values: 5% level -1.954414
10% level -1.609329
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Pairwise Granger Causality Tests
Sample: 1991 2017 Lags: 2

Null Hypothesis: Obs | F-Statistic Prob
OPEN does not Granger Cause GDP 25 10.9443 Probl | 0.0006
GDP does not Granger Cause OPEN 3.0931 Prob2 | 0.0675
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year 1991 1992 1993 1994 1995
OPEN 0.7356 0.6844 0.6647 0.6922 0.6143
GDP Per Capita | 43760.6108 | 48694.6878 | 50083.7435 | 51720.1565 | 57004.7316
year 1996 1997 1998 1999 2000
OPEN 0.6056 0.6355 0.5836 0.6531 0.6528
GDP Per Capita | 58475.6143 | 57865.1013 | 59694.3634 | 57381.1134 | 55430.3309
year 2001 2002 2003 2004 2005
OPEN 0.7032 0.7034 0.5949 0.7339 0.7800
GDP Per Capita | 56156.6388 | 59120.0234 | 58046.0969 | 60768.1897 | 63315.6807
year 2006 2007 2008 2009 2010
OPEN 0.7510 0.7562 0.7452 0.5546 0.6075
GDP Per Capita | 64918.6301 | 66974.4796 | 68291.3916 | 70600.2724 | 71279.0683
year 2011 2012 2013 2014 2015
OPEN 0.4051 0.2589 0.2760 0.2658 0.2766
GDP Per Capita | 72769.8826 | 52327.2794 | 37643.1724 | 35321.8485 | 33149.7341
year 2016 2017
OPEN 0.2766 0.2766
GDP Per Capita | 32083.1651 | 31024.7005
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