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"The impact of the accumulation of public debt on economic growth

is the same as the Egyptian economy"
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Abstract:

Sustainable growth is one of the main goals of any
government. Likewise, the accumulation of public debt has
positive or negative effects on growth. This places a lot of burden
on policy-makers in dealing with the causes of public debt and
the problems resulting from its simultaneous accumulation,
taking into account the priority of each problem. This prompted
researchers to pay attention to levels of public debt as a necessary
determinant of growth.

This study aims to evaluate and analyze the effect of total
public debt on economic growth, by evaluating and analyzing the
impact of public debt in its two parts: internal and external on
economic growth in the long and short terms, using the ARDL
model applied to the Egyptian economy during the period. 1990-
2016.

The study concluded that resorting to public debt has positive
effects on economic growth in the short term. As a result of the
flow of loan funds into the national economy, which helps the
government to increase public investment spending and thus
increase the volume of aggregate demand, and at the same time it
has negative effects in the long term when the general budget
begins to bear the cash flows to serve the external and internal
debt, and it turns into a risk if it comes to borrowing The
government to make debt service payments. When analyzing
public debt into its main components of internal public debt and
external public debt, it was found that each of them had a
negative impact after they passed the critical stage. However,
despite the negative impact of both sides of the public debt,
resorting to external public debt leads to a decline in economic
growth at a greater rate than resorting to internal public debt.

Key words: Egyptian public debt - internal public debt -
external public debt - self-regression for distributed slowdown
periods (ARDL).
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Augmented Dickey-Fuller Phillips-Perron
GDPP -3.29 | (-3.24)*** | 1(0) -3.65 (-2.98)** (1)
Pd 557 | (-3.72* | 1)) | -557 (-3.72)* I(1)
DD -4.60 | (-3.72* | 1)) | -457 (-3.72)* I(1)
ED -3.00 (-2.98)** 1(1) -3.14 (-2.98)** 1(1)
Inv -460 | (-3.75)* (1) | -5.92 (-3.72)* I(1)
HC 440 | (-3.72* | 1)) | -4.93 (-3.72)* I(1)
Pop 473 | (-3.73) [ 1) | -2.68 | (-2.62)*** 1(0)
M3 -5.00 | (-3.75)* | 1(0) | -1.93+ [ (-1.60)** I(1)
Opn -3.49 | (-2.98)* | I(1) -3.54 (-2.98)** [H)

Bd 3.83 | (372 | I(1) | 3.77 | (3.72f I(1)
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Wald Test :(Y) Js>

Test Statistic Value df Probability
F-statistic 5.882216 (8,7) 0.0153
Chi-square 47.05772 8 0.0000
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Variable Coefficient Std. Error t-Statistic Prob.
GDPP -1.003480 0.304727 -3.293045 0.0132
PD -0.802816 0.297402 2.699426 0.0307
BD -0.318705 0.209828 1.518888 0.1726
INV 0.097790 0.051798 1.887889 0.1010
M3 -2.752733 0.737243 -3.733819 0.0073
OPN 0.609629 0.202193 3.015078 0.0195
POP -0.975840 0.416537 -2.342743 0.0516
HC -0.457759 0.564411 -0.811039 0.4440
ECT -1.625242 0.691528 -2.350219 0.0352

Wald Test :(£) s>

Test Statistic Value df Probability
F-statistic 11.40891 (9, 5) 0.0077
Chi-square 102.6802 9 0.0000
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Variable Coefficient Std. Error t-Statistic Prob.
GDPP 0.198332 0.316507 0.626628 0.5584
DD -0.362061 0.102163 3.543959 0.0165
ED -1.153120 0.295509 3.902146 0.0114
BD -0.108273 0.124024 0.872997 0.4226
INV -0.049282 0.054081 -0.911261 0.4040
M3 -1.632275 0.406641 -4.014043 0.0102
OPN 0.338859 0.180782 1.874407 0.1197
POP -1.506816 0.438595 -3.435551 0.0185
HC 0.096025 0.416621 0.230485 0.8268

ECT -2.448097 1.130398 -2.165695 0.0495
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Case of Egyptian economy
Dr. Osama Mohamed Badr

Sustainable Economic growth is one of the main objectives of any
government. sometimes, public debt accumulation has positive or
negative effects on growth, which places a lot of burden on policy
makers when they deal with the causes of public debt and problems
arising from its accumulation, taking into account the importance and
priority of each problem. This prompted researchers to pay attention
to public debt levels and its effects as a necessary determinant of
growth.

This paper aim to evaluate and analyze the impact of public debt
on economic growth by assessing and analyzing the effect of both
domestic public debt and External public debt on economic growth in
the long and short term by using autoregressive distributed lag
(ARDL) technique applied to the Egyptian economy during the period
1990-2016.

The study concluded that using public debt to finance the financial
deficit has positive effects on economic growth in the short term due
to the loan funds flow to the national economy, which helps the
government to increase public investment spending and increase the
total demand volume. At the same time, has negative effects in the
long term when start to pay off and bear public budget the cash flows
to serve the external and internal debt. But it can become a high risk
situation, if government borrows to pay the debt service payments and
fall in debt trap.

Analyzing the public debt to its main components domestic public
debt and External public debt, both have found a negative impact after
passing the critical stage. But, using the external public debt leads to a
decline in economic growth at a higher rate than using the domestic
public debt.
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