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Abstract: This article investigates the relationship between the size of the government
expenditure and economic growth and estimates the optimal size of the government
expenditure for Egypt by using the share of government consumption expenditure to
GDP as an indicator of government size. For this purpose, an augmented autoregressive
distributed lag (AARDL) bounds test for cointegration is applied using annual data from
1970 to 2022. Results show a non-linear relationship of the Armey curve in Egypt, with
the optimal share of government consumption expenditure to GDP being 13.2%. These
findings have some policy implications.
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**%5.600-  F*¥*5,654- 2.608- *2.601- opPY
*k%]18.532- *F¥*¥18.792-  *#¥*5214- **%5.151- GCFGY
*¥*%5020-  ***5,689- 1.091- 1.803- UNY
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<l pldeall JalSL Hllsn).5.3

ey &y T ¢y 2y Lia JolST 392 g Tal B gll y3o oyl (ya LAle Jguanll @3 Tl gL 2ag
ISLactel d pldealf JalSL yLoldnf L (3) Jgandl mdhdiayg 3 gaif s3a8T i glad Al JLaS T L) gy (30l
.augmented ARDL boundstest lc

augmented ARDL bounds test alaiuiuly ol yldeall JalSU Ll zalii:(3) Jgax

) Aaay (1) Al (%5) daall auill
1(1) 1(0) I(1) 1(0)
#x23().932  5.583 3.955 4.218 2.9 Foverall
#x%12.96-  4.79- 3.43- 4.19- 2.86- toy
#%%29 (28 5.81 3.46 4.25 2.45 Fipy
5 k
610230 e

EViews xali p aladluly Sl Mac): yuaall

@Al overall F-test yLolsf ()18 dax youlf @il Glaly latd g %1 d ginn (G 9louna (oAl putui (***) :dla gonlo
(adigilads yalidaidlaggedlevel variables GM'?SM' il poplal| ot (S 0 §1 3 ey
O g gluadl (2 Laall QLU pdilall (le 0§y oy G t-test LY duwdllyg Narayan (2005)
&l ppilall ol 0§l ) @y AIF-test )Lils o duwillyg Pesaranetal. (2001) (sa 33 gvla dax youl asdlf
&yl o uali adg .Sam et al. (2019) (5o Bigilo Aoyl @yl (31 (g glusall (o8 Bllasall AUATLucall
.unrestrictedinterceptand notrend . g 4L ALl (oLe oLy ML

sliy Llall sllay ¥ ol y28 Ll 85284.(0,3,2,0,1,3) (o8 gl JSI il sliay ¥l el s o Jgandl ydlay
aililas! o dblas! IS of dild Jgandl guagag 43 .Akaike Information criterion (AIC) jlisa (ic
il gl UL JSI a0 il s pd yady 8y af g dan ponll @l e W sl ¢ya ST ASME ol )Lt
Cri S Y Alygla ABMe I y 3T ey Figalll i le (v ey idia JalST 392 g oy g3 2o ¥l Jyaul

AT AN 2 g g ¢y 93 p AR il gl Ay JLaSTeul Jton Lo g 9!yt Lol
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iuadllg S glall Jo NS Me jyadl xilli.5.4
Fagilaslgasandll fales daid I A8 Wy Ja glall o173 gad i Malea j3ail il paias (4) Jgand

Jaglall Jo N padixilii:(4) Jgan

(Prob.) T-Statistic Ghaaall il 8aaal) dalaal) dod i)
(0-000) 4.074 0.645 #8267 Constant
(0.000) 5.173 0.102 *%%().528 GOV,
(0-000) 5.962- 0.003 #%%() 20— GOV?
(0-000) 3.738 0.007 *%%() 026 OP,
(0.000) 11.574 0.009 #5%(0).107 GCFG,
(0-000) 8.793~ 0.038 *¥%() 330 UN,

%13.2 GOV’
0.895 R?
0.853 Adj. R?
(0.000) 21.360 (Prob.) F-statistic

EViews gali y alain Loty o lilf Mac: yhuaadl

distall M (sa dile Jguanll 0 dogSanll Jla¥! aanandf %1 dygias g gilucs ol }pdi () :dla gnla
(GOV* = — 51/282) u

Jolaali Bylii g Liilas (lhigies dogSonll @ #1509 da gSandl aans lales o dith Jgaandl o iy
(o8 G uanll a8 o o) (oo dpua 3920 g Lo Lls 2897 AL S dulluu SN g i g2 J o
ol 3digaS (o ¥ lonall FN (i gusio (oS WAL | 50 9K FLAIYI @ladnTaaly Jaglall S 1
G JLa¥ Ao gl ans (Lo Jguasnll (3Say (tlalaall (338 )lddg Ladd e 13laicly dagSall
(883033 Luonua’ oS T8 laldiilf 8 da gl a v B30L) of Jill (sSag Lilamg Lia A5 %13.2 g glaucy
EL (0 %13.2 Jalan (oS ML (50 Sl FLAIM (5 glussd (> lld g juard (o9 G3LalS W] galll Jano
salll Jraa 8 adi Lale COiyltw dogSall s 33L1) Ol Golucall 130 2249 Lo N1 lonal
Abounoori and (2010) duuf) :{Lais ikl )3 Bac dlf Celua gl Lo po dadia AL EILLUN LS . gaLaldy
Hajamini and duul)3g (33l (-4 didasll Chen and Lee (2005) duulyag (3 (4 diidanll Nademi

Aalldl J 9alls yaddi UiFalahi(2013)
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(LU LAY ¢ ada g (4) U gl 8 Jaglall o1 (58 (655 31 g ppansd Tl 4y Tl Ay BlaTy Loy Lol
calayfghg ufyaluall ¢ gana Baby) of dlales Fun gy Cops (ilanlg Goiea JSdu G3Lali¥) gaill Jra o8 x5y
(oW1 lonall EIU 5 gaill Jaa Baly) N @355 Bag Basg akay e ¥l lonall EIU (ol Liguuia
Sy g3La BN galll Jaea oy 5 Jlall ul) (19SS Lo (53 galll Jaaa ¢yig B2 90.026 yaday LAsdall
(Aonall L o8 galll Jasa Baly) ol 6355 Balg Bas g yladay disly) ¢ dlolea Fudgy ops (oilnly gsine
GBI galll Jana o8 Litlug Ligias »id Alllayll Jaeo yld (339 Bax 9 0.107 yladey Aidal o ¥l
el EILU 3 galll Jrma (AlAR ol G335 Basly Basgy dlllagl Jaea Baby) of dlales guagy S
B3>90.332 yladay A A I

(o yuudd G l8Y| galll Jamo o8 ciyrdllf (po %89.5 i fua gl diayd (8 dyanill Joleay Glalylagdy
dpila>|dygies digigaill F dpilasdays (o pualyleS Figalll o9 doyrall AUBTucall o pd Tall SIS
%1dagiea g gluwa alc clldg, JSS

G (ECM) Ladnll gponia ghgald g2l il gy (5) Jgandl old spualll Yo ¥l caMalea (o guain Lol
) Hlali By1d 399 aa Lislonyl dudly ML) AN o ¥ lonall Ei 8 galll Jroa o gualy
lilyg Basmg e} jalsti B yL8 292 g pag kel ByAl (udd YU ¢ kol LAY Lirba »3lE3g (i 2i8 g
() $lalici 818 392 g aa Libaurg dopda 31 8 )LAl (i M Lol yuly (5395 (lan] (o9 galll Janay Lislony
L ByTAN (udi IWS oW1 Anall EI (o (S AL (0 9Kl BTN dpaaaly 05315 (4SI i id g

.

a5 (AU EILLN AS 5y Lo (Apilass | dygins 939 dllun B )Ll Jaon dil Ladull monati o> Jales (4o (riiils oS
Uas (0 %244 N> o mualyd diad oo Lol (3 galll cifyidlo fn clyldia JolS 292> 63 Lol Jua o-Llf

A gaas ey (31 g L
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PUPS-TNER (PUTV-Af T C) PP

(Prob.) T-Statistic Seaall Uil 5ydiall daleall dagd il
(0.000) 7.046 0.099 *#%(.835 AGDPG(-1)
(0.000) 4.457 0.069 **#(0.365 AGDPG(-2)
(0-287) 1.081 0.166 0.362 AGOV
(0.053) 2.005- 0.021 *0.049- Aop
(0.035) 2.191- 0.023 *%0.059- AOP(-1)
(0.000) 3.955 0.01 *%%(.052 AGCFG
(0.000) 7.350- 0.015 #%#(.140- AGCFG(—1)
(0.000) 6.197~ 0.012 +%+(0.087- AGCFG(-2)

(0-000) 14.564~ 0.167 #%%0.439- ECT (-1)
0.901 R®
0.879 Adj. R?
(0.000) 40.454 (Prob.) F-statistic

EViews ali yalain Loty Sl Mac: yauaadl

ket gl (e %71:%5 : %10 ot g0 (§ gulaasd (ol putesai (***) o(**) o(*) :dlhia gl

dia ALl o )i 9.5.5

T g3 G Apua AL Lol W1 (40 3AC oy (kg o AN Tawall 73 gaddl UL das Ma g 48 520 (e ASTLU
Cro Al Clidn y 181 AT (yo ASTIU Sl guealf Lo Snlf any L2 TS Lia AMUS .l )LL) Aoy LS (6) Jgand
Sl Al olg il gdealflia Sl A a8 (s SHI3 Lalyl 392 9 020 150 g g pducall Ciley pall AA o Calual 81
Tagalligipeticlia ] yaduid asl ol sl ¥ Lol day) gl dullalelg yaill e

dia LTI LTS WS (6) J g2

(Prob.) dlday) JLEaY) Luilas) LLaay)
0.876 0.265 LM Test
Breusch-Pagan—Godfrey
0.184 18.536
(BPG) test
0.608 0.996 Jarque-Bera (JB) test
0.391 0.756 Ramsey RESET test

EViews ali s aladnouly Sl Mac: yhuaadl
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394l Calay yal g 1 gull 2S5 L gadmall Jlinf:(9) JS

1.4 20 _
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0.0

T 15

-0.4 -20
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()] (inial (ilill J44al).5.6

Ly .augmented ARDL 7 3ga3 alanTouly 4!l Jua gl Greu U Jaglall S N1 L A8 ¢ya ASTUN (a0l &Y
%95 4% el yiAy gaha.’@}!!g.a.i.u predicted values Lo Luilall a2l g do gSoull o> (pis A8 Malf JlaliLLiby
sl g o ¥ Aonall EILL (p0 %26 (M %7 (s T3l GSMALuwY (50 gSanll FLAIMI by glua aic
Ja2a dalad 8 3135 (10) JSLull (y0 udaga 9 oSS (OLS) dyalalf g ybucaf ciley pal diy pa ofadLouly lld
FEL (M Liguio SMALWY 0 9Sol GLAIFI (8 Baly) US o AE o ¥ el Filll ;8 gall
FL (58 galll Jasa (adSiy LdAe) Ul turning point (Jgnlll dladl (| Jgua glf @y (> (Ala> ¥ (sl

T ollas 31 lonall L (] L gauia S MALiuY ! 89Sl GIAIYT 58 B35 IS pa LALA e ¥l Lnal

$

Uiglis JSEASTTgdUas 2 ladinddMall
Goluwa > Lilas| dygies dagSall s g GLald¥ galll o 483l o uupll Lo (o gualy loS
uall iy g glucall Ui dey Epon o ¥ Anall EII (o %25 (oo LS Yy S AL 50 9Sanlf GIAI M
dagSanll Sla Wi el uSe' Ul Jgnill Aadi o guatyg J2d %95 AaS ooy LAl (dullg Lelall 3gaonll ¢y
I ol e S 3 3 ya¥f.augmented ARDL 73 ga3 ala 3 Luuly La-ull Jua g T @5 (0 A1 ¢y LTRSS o SIS

(Gruaall Aa 83N 8 Lol inia dun s AT Lo lls
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da gSonlians g GalaldW gadll (ne 43 Mall:(10) JSL

Predictive margins with 95% Cls

Predicted real GDP growth (% annual)

7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26
Government consumption expenditure (% of GDP)

.Stata gali ym aladiluly Eonldislac): yruaadl
(o4& sliy GDP (lf Liguia SUALwY! 7095l FIAIWI uad¥ sanlg 3% Al Ll @' :dlaganla
Badldiall asdll
Ciltea gLl g dua U6
duadnl6.1
Uglna (8 uas (58 Gl sallly dogSoull @ (nt dladll jel d8Mall oy dudyall L Cald
(o i guio (S MALuN (509l FLAIYT ladniuly clidg g manll JaldW o3 o)l (i dpuayd Hlis Y
~1970 8 ylalf (o dy gluws diha ) s Vaws il (A 13lalel da gl o] 3l jas e ¥ (Aonad il
.augmented ARDL guugall de j gall o gnall 63 AN HAni¥ Iz 3 gal Guka 289.2022
loS %244 Gglucy Jadalll A puu Jolaa (g Figalll iiypiila o 1Sy Ldia LalST clia ¢ EILLU coniagl
Crd A8Mall o) (laay (g ruanll SLa T8 3 o) (iaie duunyd 3529 Le Uels Jaglall Y ¥ Sl yalal
130 duSe A8 Mall uali a0y do oSl @] 328 (§9lucs (> dgd o GILaTEN| gaillg do gSoll an>
AL BN Liyia %13.2 Gglucy 989 G3LaiBY gaill laey il dag<all Jla¥i i 58 sgLlual
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¥ g A Laldiy¥ dUSdin (o pailuall zigalll Sliles pac diaSndlll el yldls Y EilD oyl oS
i g el (S slla S g g aac g MlaTen La)95 518 o8 gull of sl LaS oyl calS pac AU dia
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Ciltac 9-L11.6.2
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dundio plailuly ofagudl o8 GILai8Yl gailly dagSall Jla¥| aacll (2021) rana @ldd (s
.31-7(1)23 a8 Caluliwddlg diailll dina .(ARDL)

2016 § puaall 53Lald¥ | Wua¥| Zaliy@a9di.(2020) ditas 5558 pali yloaill cdans Jobtlow cad Al
486-393.24 2% daala-5 il LS pliadl dalel dlaall. galal8 % gaillcilaane ulidy

g (0 gl SLAIYI (s d8Mall Armeycurve (o)l duud pd HLLn (2023) . Lo dana il (12 raall
.54-22(2)24 &y bl g ddilall Es gondl dlna .2021-1960 B ylal (9 (¢ yucarall 3 ld W A cidai dal ya

GaddW & Wua ;g yuaall Alall . Jasll §gu @ Oibuwbiwg §3LaidN| = a1 (2022) 3352 (G M
.10-5.95  yuan ‘_,é)bi"uu“ﬂ@ 1P

Pl Ao AU dyalad8W ey gladlf Jdod tlale (U (9 (5 yuaall SLal8W .(2007) . atdml o gutall
Ata S Y ASall. a2 g alizi gall ygua’i pa dclala HWILATLLEINT )L 91974

(0] (Fnia ladluly dyyguu o8 (095 GLAIW JLaW| Aol 33285 .(2013) .28 (aall slac Zuasal

OFAO| .63-31,(1)7 . d3Lai8% g dy ¥ glali dlna ARDL caglud g
(=] Ata Al Calibewndl L3y .(2023) . daalal8 N dailll g bada AT B 43 9

https://mped.gov.eg/Analytics?id=61

68



Arab Economic Journal, Volume 33, Issue 1 - March 2024 - ISSN: 1110-8274

ol W ity a5

Abdillah, K. (2023). Optimum government size and economic growth in Indonesia: ARDL
model approach. Ekuilibrium: Jurnal Ilmiah Bidang IImu Ekonomi, 18(1), 37-47.

Abounoori, E., & Nademi, Y. (2010). Government size threshold and economic growth in Iran.
International Journal of Business and Development Studies, 2(1), 95-108.

Ahmad, R., & Othman, N. (2014). Optimal size of government and economic growth in
Malaysia: Empirical evidence. Prosiding Persidangan Kebangsaan Ekonomi Malaysia, 9, 41-
48.

Al-Abdulrazag, B. (2021). The optimal government size in the kingdom of Saudi Arabia: an
ARDL bounds testing approach to cointegration. Cogent Economics & Finance, 9(1),
2001960.

Alimi, R. S. (2014). Does optimal government size exist for developing economies? The case
of Nigeria. https://mpra.ub.uni-muenchen.de/56073/ Elﬁ_ﬁl
- ﬁ o

[=]

Altunc, O. F., & Aydin, C. (2013). The relationship between optimal size of government and
economic growth: Empirical evidence from Turkey, Romania and Bulgaria. Procedia-Social
and Behavioral Sciences, 92, 66-75.

Armey, D. (1995). The freedom revolution. Regnery Publishing.

Barro, R. J. (1990). Government spending in a simple model of endogeneous growth. Journal
of Political Economy, 98(5), 103-125.

Bozma, G., Basar, S., & Eren, M. (2019). Investigating validation of Armey curve hypothesis
for G7 countries using ARDL model. Dogus Universitesi Dergisi, 20(1), 49-59.

Chen, S. T., & Lee, C. C. (2005). Government size and economic growth in Taiwan: A
threshold regression approach. Journal of Policy Modeling, 27(9), 1051-1066.

Chobanov, D., & Mladenova, A. (2009). What is the optimum size of government? Institute
for Market Economics, 1-47. https://ime.bg/uploads/OptimalSizeOfGovernment.pdf
[=] ek ]

o CEEE=


https://mpra.ub.uni-muenchen.de/56073/
https://ime.bg/uploads/OptimalSizeOfGovernment.pdf

Arab Economic Journal, Volume 33, Issue 1 - March 2024 - ISSN: 1110-8274

Dickey, D. A., & Fuller, W. A. (1979). Distribution of the estimators for autoregressive time

series with a unit root. Journal of the American Statistical Association, 74(366), 427-43].

El Husseiny, I. A. (2018). The optimal size of government in Egypt: An empirical investigation.
The Journal of North African Studies, 24(2), 271-299.

Facchini, F., & Melki, M. (2013). Efficient government size: France in the 20th century.

European Journal of Political Economy, 31, 1-14.

Guijarati, D. N & Porter D. C. (2009). Basic econometrics (5th ed.). McGraw-Hill Companies.
Hajamini, M., & Falahi, M. A. (2014). The nonlinear impact of government consumption
expenditure on economic growth: Evidence from low and low-middle income countries.

Cogent Economics & Finance, 2(1), 948122.

Herath, S. (2012). Size of government and economic growth: A nonlinear analysis. Economic
Annals, 57(194), 7-30.

Jain, N., & Sinha, N. (2022). Re-visiting the Armey curve hypothesis: An empirical evidence

from India. South Asian Journal of Macroeconomics and Public Finance, 11(2), 168-184.

Maddala, G. S. (1992). Introduction to econometrics (2nd ed.). Macmillan Publishing
Company.

Narayan, P. K. (2005). The saving and investment nexus for China: Evidence from

cointegration tests. Applied Economics, 37(17), 1979-1990.

Pesaran, M. H., Shin, Y., & Smith, R. J. (2001). Bounds testing approaches to the analysis of
level relationships. Journal of Applied Econometrics, 16(3), 289-326.

Phillips, P. C. B., & Perron, P. (1988). Testing for a unit root in time series regression.
Biometrika, 75(2), 335—346.

70



Arab Economic Journal, Volume 33, Issue 1 - March 2024 - ISSN: 1110-8274

Sam, C. Y., McNown, R., & Goh, S. K. (2019). An augmented autoregressive distributed lag
bounds test for cointegration. Economic Modelling, 80, 130-141.

Samimi, A. J., Nademi, Y., & Zobeiri, H. (2010). Government size & economic growth: A
threshold regression approach in selected Islamic countries. Australian Journal of Basic and
Applied Sciences, 4(8), 2247-2249.

Turan, T. (2014). Optimal size of government in Turkey. International Journal of Economics

and Financial Issues, 4(2), 286-294.

Vedder, R. K., & Gallaway, L. E. (1998). Government size and economic growth. Joint

Economic Committee.

World Bank. (2023). World Development Indicators.

https://databank.worldbank.org/source/world-development-indicators.

Yiksel, C. (2019). The size of the public sector and the Armey curve: The case of Turkey. In
A. Gercek & M. Tas (Eds.), Critical debates in public finance (pp. 137-154). Peter Lang GmbH.

71


https://databank.worldbank.org/source/world-development-indicators

Arab Economic Journal, Volume 33, Issue 1 - March 2024 - ISSN: 1110-8274

aalall

dolall e ladlutf! o] o8 dyslaiWICietadll (o 300l dpuuill dadluall ygla'iza(1) JSL

.

3

21/2022-02/2003 5 y-Lal >

. . B
o ﬁ..a]!i._n).ahja\_}.di % aL\,\}J‘_LJm
20.0 8.0
15.0 6.0
10.0 4.0
5.0 2.0
0.0 0.0
o o * o B & o )
S S S P s O I g
S . c§§"’\ Q@\ 0@\ Q“;\’\ c:“?’\ Q”c)\ Q\/'\\ Q’\Sb\ ci‘:\’\ c§§’\ @‘)\ & ) Q@\ c?'\’\ cic;\ 0“3’\ Q'“:\\ o”q\ CS"\’\
S S SR S S S S S S RS S S S S S S
el sl 4 el Al
" o) % J
10.0 10.0
8.0 8.0
6.0 6.0
4.0 4.0
2.0 20
0.0 0.0
o * o B
S 8 5 7 5 o P P P P P
cg’)”\@"\ S o @ AV 9 Qgﬁ”\(gﬁ"\ SV B AV oV
LS S Sl S S S S S S S S A S S S S R
. dysilh 5 . Bl el
8.0 G
6.0 10
4.0
2.0 0-5
0.0 0.0
& & $ P P ! o > o B
RO R R R RO
& & RS O Ay % RN N
FEEEIS S AP oy Y Y oY Y

(2023) daaladld M diailll g lasda S5 ) 92 yduaall

72



