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Abstract

The study seeks to find out how dependent upon foreign

capital is economic growth in some Arab countries.

Accepting the general framework of the two gapmodel,
the paper is addressed to the problem of determining stati-
stically which of the two constraints is dominant. The
objective of the study is to determine the inflow of exte-
rnal capital required to sustain a given increase of the
GUP, The basic approach "is to define for each country a
prospective saving gap and a procpective'trade gap corres-
ponding to thé rate of growth and the economic structure

assumed.

Estimates of saving, investment and trade functions
were carried out by means of the ordinary least squaré
regreésion method. The time series date of the macTro
economic variables were obtained from the statistical

World Tables of the World Bank for the period (1970-81).

The study reveals that most of the arab countries
studied appear.to have been subject primerily to a trgde
constraint. Sudan was exceptionally dominated by a saving

gap. It is found that economic growth is highly dependent



in these countries upon foreign capital and is likely to

remain so for a long time. The study leads to the conclu-

sion that long term independence from foreign capital could -

“be more attained by export promotion and import substilu-~

tion rathér than by raisihg more domestic savings.



