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An econometric study of the external debt threshold and its effects

on economic growth in Egypt During the period (2000-2022)

Abstract

This study highlights the importance of effectively utilizing external debt
within a strategic framework to enhance economic growth in Egypt. Studies
examining the relationship between debt and growth assume that external
debt is used to fill financing gaps, stimulate investment, and promote
economic growth. Given Egypt's low domestic revenue, the government
relies on external borrowing to bolster its local revenue and finance large-
scale infrastructure projects to drive economic growth. However, the
significant accumulation of external debt in Egypt has not translated into the
expected high economic growth. Therefore, this study aims to investigate
the impact of external debt on economic growth in Egypt and identify the
optimal level of debt.

To achieve this objective, the study utilized data from Egypt spanning
from 2000 to 2022, It employed statistical analysis using the EViews
software to test the regression relationship between variables and measure
the impact of independent variables on dependent variables. The study
aimed to assess the effect of external debt on the economic growth rates in
Egypt during the study period. Additionally, a Threshold Regression (TR)
model was employed to determine the safe threshold of external debt that
promotes Egyptian economic growth. The empirical results of the study
indicated that the relationship between external debt and economic growth
in Egypt is non-linear, and this means that an increase in external debt
beyond a certain threshold can lead to a deterioration in economic growth.
According to the study, the optimal level of external debt in Egypt is 29%,
and any increase beyond this level results in a slowdown in growth.
Consequently, the policy implications derived from this study emphasize the
need to direct external debt towards sectors that enhance economic growth,
such as infrastructure projects and productive sectors. It also underscores the
importance of implementing strategic debt management policies, including
assessing the country's debt repayment capacity and determining appropriate
debt sustainability levels.

Keywords: External Debt Threshold, Economic Growth, Egypt.
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oY) (@l sas Jaae G Jiiy RGDPP;, o
il U e sl () day A (8 Sy DD_GDPy @
el ol gl Bl o 3 iy AEDD;, o
ool gl ik s By EDDy, o
i el sua) S Ju TB;, o
JINCNIRER.Y .
& el Al Glpsiall jlasi) Calas B, Bs, B4, B3, B281  ©
(Fsll) sial) Unsll g, @
gisall cliby Galial Y-t
RGDPP Loy Jadl il s Jsee i Jicisy taoldll i) -

% Mohd Dauda, Siti Nurazira, Abd Halim Ahmad, and W. N. W. Azman-Saini., *'Does external debt contribute
to Malaysia economic growth? **, Economic research-Ekonomska istrazivanja 26.2, 2013, 51-68.
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el Laugll aad s LS (gl Lo (8AYV.0)) (FYAY. ) (000£.0Y) i
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Ayl cpiial dgaagl) clslany) (Y) Jsia

RGDPP AEDD EDD DD_GDP B
Mean 4.402609 5.74E+09 5554.174 27.43478 -1.64E+10
Median 4.350000 1.49E+09 3292.000 29.00000 -1.26E+10
Std. 1.642579 7.63E+09 4817.012 9.208820 1.21E+10

Zigaill ol cfghd £t
(Break Point) jLusi) i yga9 Alla & Saagl) Jia jLad) V- ¢—¢
O daasll e b Ledadia) ALl chlisYl sedl ey (ADF) sl alasad) o
V) il gaal 8 o Kin Sl Ay daejl) ALl 3 0 iyt dga (Sed)
Bassll Haa LAY
had cub e gging migal —)
L alall olaiY) e (ssiny dses —Y
e Clllg alall olaBY) e (gsing mhsai =T
b AR gy Ala B Sangll Jda JLaS) @il () Jsan

P 1th differentds¥) @4l s Sl level
[ t- sl
LuS3Y) LuS3Y) £ 68 - g
b sl s t-stat prob sl stat prob
2008 - - - ol -4.44 0.01 RGDPP
s N s -
2016 . 4.859 0.01 0 4.443 0.01 AEDD
2006 ol -4.44 0.02 - - - EDD
el N - - -
2017 ] 4.443 0.01 DD_GDP
b N - - -
2006 L 4.443 0.01 ‘ B

EViews 10 zaln cilajia : jlaal)
ve (i) Level sl die jfiwe RGDPP il of ) dsaad) (e oy
vie jEias AEDD aaiall Laig o¥ ¢ oA L) 3oty die IS il Chang %0 4l (g5
DSl Ak vie IS el Gaag %0 AV (geie die Jg¥) GHdl Ly Level (gl
ol Gaag %0 Al (e die ) @l ve i EDD il cps 4 (YN
%0 AN (ssise die Js¥) @il die e TB psiall Laiy ¥+ o1 LSl dkais e IS
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dalall Al QoD 4 A LSl Lli agmg saagl) da Ll dam cad
aa) say Afall laadl ziser o Auhall adid Cage Jully e baiagl LS z3sailly
Alel) b e zalal) o LgiSay alls ApladSU) 2 Sl

il U e el oall sy A 4y Afiel) agas 50 edall 1 (8 b Cagug
auays (EDD) apdll (il Zaxas (AEDD) a)all cpall 3355 aaag el juitia o
Bymdall il s (TB) (oyladll ¢l

ddall  gail (Bai—perron) jLid) gilii (¢) Jga

Current threshold calculations:

Multiple threshold tests

Bai—Perron tests of L+1 vs. L sequentially determined

thresholds

Date: 04/27/24 Time: 21:49

Sample: 2000 2022

Included observations: 23

IThreshold variable: DD_GDP

IThreshold varying variables: C DD_GDP
IThreshold non-varying variables: EDD AEDD TB

IThreshold test options: Trimming (.15, Max. thresholds 5, Sig.

level 0.05
|Sequential F-statistic determined thresholds: 1
Scaled Critical
Threshold Test F-statistic F-statistic Value**
Ovs.1* 7.135946 14.27189 11.47
1vs.2 2.326936 4.653871 12.95

* Significant at the 0.05 level.

** Bai—Perron (Econometric Journal, 2003) critical values.

IThreshold values:

|Sequential Repartition
1 | 29 29

EViews10 gy cilajia 1 jiaal)
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Badae Afic dgay el ) o %0 Aysiee gsiwe dicy Bl Jsaal) e maals
Baaaall Adiall Aad 5lad e S L ) S e
(TR) Adiad) jlasd) il (0) Jgan

Dependent Variable: RGDPP I
Method: Discrete Threshold Regression
Date: 04/15/24 Time: 11:08
Sample: 2000 2022
Included observations: 23
Selection: Trimming 0.15, Max. thresholds 5, Sig. level 0.05
[Threshold variable: DD_GDP
Variable Coefficient Std. Error t-Statistic Prob.
DD_GDP < 29 -- 10 obs
C -3.702020 3.846725 -0.962382 0.3502
DD_GDP 0.425374 0.179746 2.366521 0.0309
29 <= DD_GDP -- 13 obs
Cc 8.957281 4.350937 2.058701 0.0562
DD_GDP -0.134361 0.126818 -1.059479 0.3051
Non-Threshold Variables
AEDD -2.12E-11 1.05E-10 -0.201644 0.8427
EDD 4.34E-05 0.000134 0.324956 0.7494
B -8.28E-12 8.27E-11 -0.100117 0.9215
R-squared 0.422919| Mean dependent var 4.402609
IAdjusted R-squared 0.206514| S.D. dependent var 1.642579
S.E. of regression 1.463174| Akaike info criterion 3.844883
Sum squared resid 34.25403| Schwarz criterion 4.190468
Log likelihood -37.21615| Hannan-Quinn criter. 3.931797
F-statistic 1.954293| Durbin-Watson stat 1.927997
Prob(F-statistic) 0.133111 |

Jabie 4nd o)y HYY a () Amadl and o Gl Jeall e mea

s dgsime AND I3 ay (+.£Y0) & dgell ldid Jsadl J8 DD_GDP iyl
=) & %Y Agall ssise hadi 3y DD_GDP jlaadl) (alee 4ad ofs ¢ olag IS
Slo e i o sl cpall G e g L lilaal JIo ey gsine ey (28
laall sl I el cpall Al Wy L300 1 caliny oK ol sall Jars
SR O el il ) ala el B %Y e I dseadl JE ¢ lea)
sall 8Bk A om saaly Basg )l cpall das 8 B0l o) s c s 065
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