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The extent to which Indicators of Fiscal
Sustainability contribute to achieving
Economic Growth in Egypt

ABSTRACT

The aim of the research was to study the extent to which Fiscal
Sustainability Indicators contribute to Economic Growth in Egypt
in the short and long terms during the period 1980-2018., the
ARDL Bounds Test approach, was used. The Unrestricted Error
Correction Model UECM was also used to test the existence of a
dynamic relationship in the short term. The results indicated the
existence of an equilibrium and dynamic relationship in the long
and short terms between the Indicators of Fiscal Sustainability on
the one hand and Economic Growth on the other hand, which
confirms that the Fiscal Policy in Egypt is Sustainable in the short
and long term. The results also showed a discrepancy in the extent
to which Indicators of Fiscal Sustainability contribute to Economic
Growth in the long term, as both Government Spending and
External Debt contributed positively and statistically significant to
Economic Growth, while Government Revenues did not contribute
significantly to Economic Growth. The Egyptian experience has
proven that it is possible to rely on External Debt, within safe
limits, in achieving Economic Growth in the long term. Egypt
succeeded in reforming Government Spending and directing it
towards productive Investment, which contributes tangibly to
improving Economic Growth in the long term.

Key Words: Fiscal Sustainability, Fiscal Sustainability Indicators,
Economic Growth.
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