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Impact of Internal Finance of Government Deficit
On Private Investment in Egypt
From 2004/2005 to 2014/2015

Diaa Fathy EI-AdI

The research concludes that the existence and continuation of
the deficit in the government deficit with the government's
dependence on internal sources to finance that deficit provided the
local banking sector with opportunities to invest its assets for
lending government at higher profitability and less risk at the
expense of the share of private sector. The private sector's share in
bank financing fell to about half, while the government's share of has
almost doubled.

The research also concludes that the government has not
succeeded in compensating for the large shortfall in the private
investment rate by using it's funding to increase the rate of public
investment and maintaining the same level of growth possibilities.
Instead, it used finance for consumption purposes. There is a process
of reallocation of bank lending from investment to consumption
during the research period. This process led eventually to a decline
in the total investment rate and thus a decline in the economic
growth rate.

There is a need to work on eliminating the sources of
government deficit by rationalizing public expenditure and raising
the efficiency of the tax system so that we reach the balance between
the growth rate of per capita public expenditure and the growth rate
of per capita public revenues and linking this balanced growth rate
with the per capita income growth rate.

Also, there is a need to develop a clear policy for the
allocation of bank financing that favors investment, reduces the
concession of financing the consumption objectives of the
government, and is compatible with the economic development
strategy, where the productive activities of the private sector,
especially small and medium industries, are central.
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Model Summary®
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Watson Sig. F df2 | df1 F R of the sted
Change Change | Square | Estimate R
Change Squ
are
2.529 .000 9 1| 93.996 913 .7449( .903 913 .9552]1
a. Predictors: (Constant), x
b. Dependent Variable: y
ANOVA?2
Sig. F Mean Square Df Sum of | Model
Squares
.000P 93.996 52.155 1 52.155 | Regression
.555 9 4.994 | Residual
10 57.149 | Total
a. Dependent Variable: y
b. Predictors: (Constant), x
Coefficients?
95.0% Confidence Interval | Sig. T Standardized Unstandardized | Model
for B Coefficients Coefficients
Upper Lower Beta Std. B
Bound Bound Error
-.292- -6.359-| .035| -2.480- 1.341| -3.326- | (Constant)
1.457 .906 | .000 9.695 .955 122 1.182]x
a. Dependent Variable: y
4 aad) - 31 Alaall Ay el il Al g ¢ ganll Aaled) Adaal)
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Residuals Statistics?

N Std. Deviation Mean Maximum Minimum
11 2.2838 9.491 12.510 6.601 | Predicted Value
11 .7067 .0000 1.1903 -1.1189- | Residual
11 1.000 .000 1.322 -1.265- | Std. Predicted Value
11 .949 .000 1.598 -1.502- | Std. Residual
a. Dependent Variable: y
4 aad) - 31 Alaall Ay el il Al g ¢ ganll Aaled) Adaal)
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Correlations

Private Interest rate | Internal finance
Investment

-.766-" -.515- 1 | Pearson Correlation
.006 .105 Sig. (2-tailed) Internal finance
11 11 11N
.136 1 -.515- | Pearson Correlation
.689 .105] Sig. (2-tailed) Interest rate
11 11 11N

1 .136 -.766-" | Pearson Correlation
.689 .006 | Sig. (2-tailed) Private Investment

11 11 11N

**_Correlation is significant at the 0.01 level (2-tailed).
A Liay) Ao Galdd) et i L

Correlations

Total Private
Investment Investment
.956™ 1 | Pearson Correlation
.000 Sig. (2-tailed) Private Investment
11 11N
1 .956™ | Pearson Correlation
.000 | Sig. (2-tailed) Total Investment
11 11N

**_Correlation is significant at the 0.01 level (2-tailed).
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Correlations

Interest rate | Sum Investment
.299 1| Pearson Correlation
371 Sig. (2-tailed) Sum Investment
11 11N
1 .299 | Pearson Correlation
.371] Sig. (2-tailed) Interest rate
11 11N
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