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Estimating the Investments Required for the Development Plan and the Resource Gap
Using the Harrod-Domar Model
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ABSTRACT

Egypt is facing a great challenge to achieve economic development, and for this purpose, the Egyptian Strategic
Development goals 2030 have been launched. The strategic vision for economic development in Egypt until 2030 is that the
Egyptian economy is a stable economy characterized by stable macroeconomic conditions and capable of achieving sustainable
growth. Being Knowledge based economy as well as active player in the global economy, Egyptian economy has become able to
adapt to global changes and ranked as middle-income countries according to per capita GDP indicator. The problem of the study
is that the Egyptian economy faces challenges that pose significant pressure on development and economic growth rates, such as
having low domestic saving rates and consequently reduced domestic investment rates to achieve an appropriate economic
growth rate, as well as a decline in hard currency deposits due to the dramatically low level of tourism. The local currency
devaluation, which has led to the scarcity of foreign currencies required to obtain intermediate production inputs, is prompting
the state to depend on foreign investment and loans from international organizations to bridge the gap and to support economic
development process. The research aims to assess the current situation of the most important economic variables affecting
development rates. Consequently, it seeks to predict the most important economic variables affecting growth as well as the size
of the gap in local resources in order to reach the targeted growth rate necessary to advance development. The research depends
on quantitative and descriptive approaches which include estimating time-series equations for the variables during the period
(1990-2016), forecasting the economic variables studied until 2030, and applying the Harrod-Domar model. The results showed
that capital, savings, investment, exports and national imports have taken a generally significant positive trend with an annual
growth rate of about 11%, 9.6%, 12%, 11% and 11.5%, respectively. However, the marginal coefficient of capital / output was
almost constant at 5.5 during the study period. The population growth rate was estimated to be 1.9%, while the GDP growth rate
has fluctuated between 1.07% & 7.15% in 1991 and 2008 respectively with an average of about 4.28% during the same period.
The results showed that the GDP growth rate has been significantly affected during period 2011-2014 due to the economic and
political conditions experienced by the country. Forecasting results indicated that GDP, national capital, savings, investment and
the value of exports and imports are expected to increase ; however, the marginal coefficient of capital/ output to be constant
during the forecast period. Results also showed that the development and investment rates dropped to 4% and 16% respectively
.Therefore, the recourses gap increased from 161 billion pounds in 2017 to 256 billion pounds in 2030, besides the foreign trade
gap increased from 143 billion pounds in 2017 to 229 billion pounds in 2030.
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