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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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UNIT ROOT WITH BREAK TEST TABLE (ADF)

At Level
INF External Revenue Total Government GDP per Capita
Debt Consumption
Expenditure
-5.01 -2.51 -1.43 -4.06 - t- With Constant
3.28  Statistic
0.00 0.90 0.99 0.13 0.51 Prob.
-6.00 -2.39 -4.06 -3.67 - t- With Constant &
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441  Statistic  Trend

0.00 0.98 0.33 0.58 0.16 Prob.
2016 2015 2005 2008 2005 Break date (with
constant)
1994 2015 2002 2003 2000 Break date (with
constant &
Trend)
At First Difference
D(INF) D(External D(Revenue) D (Total Government D(GDP per Capita)
Debt) Consumption
Expenditure)
-12.93 -5.45 -4.74 -5.99 - t- With Constant
5.74  Statistic
0.00 0.00 0.02 0.00 0.00 Prob.
-12.96 -5.25 -5.22 -6.35 - t- With Constant &
6.53  Statistic  Trend
0.00 0.01 0.01 0.00 0.00 Prab.
1984 2014 1996 1984 1992 Break date (with
constant)
2015 1995 1984 1992 Break date (with
1984 constant &
Trend)
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5o ) zisadll Gl cleslaall Hannan—-Quinn criterion(HQ) Jbas e
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(2 Aa) ale oladl Gons Site s Alls 8 Jughal) JaY)

Jushll Ja¥) BARDL (2,1,2,1,2) gisai s :2 Jsaal

Levels Equation
Case 2: Restricted Constant and No Trend
Prob. t-Statistic Std. Error| Coefficient] Variable
0.102 1.702 0.154 0.262 Revenue

0.00 3.12 0.95] 2.99 INF

0.0691 1.906 0.090 0.1720 External Debt
Total Government Consumption
0.00 4.56 0.123156 0.563782 Expenditure
0.00 -8.69 1.86 -16.22 C
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Loty laal cagSall GlaY) 5ab) (535 Cus Yol A2 (Ggie e dilias)
i i e %0.56 desy dishll Ja¥) G saba®y) gaill 52by ) %1

535 Ll Tl sy Al [19] Baro (1990) duby e 38 L 1ag . alsal
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Alall Jleal anld 5 ool gal) &Y Tl e el 585 . elsal

cdashal) JaY) 8 F-Bounds test sgaall jlasl (3) Joaall jekas

dushll Ja¥) 8 F-Bounds Test agaal) JLidl :3 Jgaall

Null Hypothesis: No levels relationship|F-Bounds Test
1(1) 1(0)] Signif.|ValuelTest Statistic
Asymptotic: n=1000
3.09 2.2| 10% |4.54 |F-statistic
3.49 256 5% | 4 Kk
3.87 2.88| 2.5%
4.37 329 1%
Finite Sample: n=35 37 |Actual Sample Size
3.46 2.46| 10%
4.088 2.947] 5%
5.532 4.093] 1%
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(4) Jsaall Pla e Giaally UECM (31 ) ayall Ul
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UECM Regression
Case 2: Restricted Constant and No Trend
t- Std.
Prob. | Statistic Error|Coefficient| Variable
0.000 4.65 0.09 0.447 D (GDP Per Capita (-1))
D (General Government Final Consumption
0.069 -1.90] 0.055 -0.104 Expenditure)
0.083 1.80] 0.025 0.046 D(Revenue)
0.0225 -2.44/ 0.032 -0.08 D (Revenue (-1))
0.063 -1.94 0.02 -0.039 D (External Debt)
0.00] 20.64 0.04 0.92 D(INF)
0.00 -2.90 0.04 -0.124 D (INF (-1))
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0.74|Ramsey Reset Test: (F-statistic prob.) 0.961755R-squared
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