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Summary
The research aimed to investigate the long-term dynamic impact of the expansion
of government spending on the level of inclusive growth in Egypt during the period
(1991-2020), and by wusing the joint integration method based on the
Autoregressive Distributed Deceleration Period (ARDL) approach, the study
concluded that there is a positive effect of government spending on The level of
inclusive growth in Egypt in the long and short term. Increasing government
consumer spending by 1% of the total output will lead to an increase in the level of
inclusive growth by 2.172 degrees in the long term, 1.653 degrees in the short term.
It is one of the programs that aim to increase the integration of poor and
marginalized groups into the process of economic growth to benefit from its fruits,
and this government spending brings about structural changes in the process of
economic growth that shows its impact in the long run, and government spending
has a great practical and practical importance in achieving inclusive growth, This
calls for the need to increase the state's intervention in achieving inclusive growth
through government spending.
Keywords: Government spending, Inclusive growth, investment, education,
health.
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Table (5): Descriptive statistics for variables, 1991 - 2020:

Unit Obs.  Mean  Median Std. Dev.  Min Max
Dependent Variable:
Inclusive Growth (1G) (0 -100) 30 59.880  61.900  6.900 48 69.3
Independent Variable:
Sovernment Expenditure (GE) (% of GDP) 30 11.021  11.313  1.263 7.6605  12.755
Control Variables:
GNI growth (GNI) (annual %) 30 43359 43506 1.632  1.0827 7.7026
Trade Openness (TO) (% of GDP) 30 47941 45718  10.45 30.247  71.681
Financial Depth (FD) (% of GDP) 30 36.898  33.604 11.61 22.059 54931
FDI, net inflows (FDI) (CurrentUS$) 30 3.8900 2.0300 3.680 -0.4830  11.600

Unemployment (U) (% of labor force) 30 10.190 9.9150  1.647 7.8400 13.150
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Inclusive Growth Index

Figure (1): Variables trend during the period, 1991 - 2020:

Government Expenditure (% of GDP) GNI growth (annual %)
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Table (6): Correlation matrix between variables, 1991 - 2020:

()

)

@) (4) (©) (6) ()

IG
GE
GNI
TO
FD
FDI
U

o)
)
®3)
(4)
()
(6)
(@)

1
0.6192°
0.1334
0.4122°
0.7293¢
-0.2965
-0.3458°

1
-0.0477
0.1457
0.6087°
-0.2433
0.2944

1
0.3450° 1
0.2966  0.1006 1
0.4288° 0.1872 -0.1245 1

-0.4793" -0.2801 -0.3060  0.0173

Note: - a, b, ¢ indicate significance at 1%, 5% and 10% respectively.
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Jash Seabiall V) ¢ Laiinds diasll Judiad) Jilas 3 dglad) duhall aadies Chga
Se ran B G sl gsiue e aSall (S WY S usill daY)
iy The Bounds Testing Approach assll Hlidl meie aladiul dlilall Jalill
The Autoregressive Distributed dcjsall eUasyl cilyidl SIall lassy) alasind e
fob L clghadl) Jiani .Lag (ARDL)
:(Unit Root Test) sasgll jda jLad) -1 -v

SalSi daps o Dl sy 4duls (Sa 4l s ARDL sl Gilipes aal o o2
e AalSia gl (L) S 1(0) Al e (ol ¢lgnsit Anpall (e ALelSie il g g Lyl
a3l Judld) sS85 Y o) sa alalail aasl) Lyl oSl (1) 5 1(0) (sF chdbine cilag
o2 OsS ge Bl g Jidatl) & (A1 sshaalls s L1(2) A dsall e AlelSie
B etV Guiad Jal e @l (zdsall 8 Alude OS el Ay yaads dudld)
G Gl ey sal e diadll Judlal) S s o ol saagll da Hlsal e
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sl (PP) (Philips-Perron, 1988) sy calsé HLial aladinl 2y Cosuw Ua (e s 252220
) Al (e

Lextinad) @yl aea of Ao (PP) 5 (ADF) [laa) Gl ¢ sSall il (e ey
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Gl 1Y L lial Yol asis ARDL il luk el o i) oS3 ofaY
s zhser ) 6 ellyg i) JalSil gf bl cilpria c oY) Ak ADle 2
Sub e dlyy ((UECM) Unrestricted Error Correction Model aédll e sy
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F-stat ded <y 13 Wl cchsidl gn @b JalSs asmg a2 ) ey @) el
pe ire Aaguns e dagil) oS Allad) oda a8 ¢ 3V oY) aall Aad G gundl
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Table (7): Unit root test results using (ADF), (PP):

Augmented Dickey-Fuller (ADF)

Phillips-Perron (PP)

Variables Intercept Intercept & None Intercept Intercept & None  Results
trend trend
IG -1.5504 -1.6510 -0.5063 -0.8531 -1.6044 -0.4886  1(1)
(0.493) (0.747)  (0.488) (0.788) (0.766)  (0.496)
D(IG) -1.7499 -4.2642 -4.8846
(0.396) (0.015)** (0.001)*=**
GE -1.6854 -1.6854  -0.5205 -0.5288 -0.7743  -0.8732 (1)
(0.427) (0.731)  (0.482) (0.871) (0.957)  (0.329)
D(GE) -3.4701 -3.4707
(0.017)** (0.017)**
GNI -2.4767 -4.3551 -2.6555 1(0)
(0.131) (0.010)** (0.094)*
TO -2.0572 -2.2115  -1.2126 -1.8331 -1.9609 -1.1529 1(1)
(0.262) (0.465)  (0.201) (0.658) (0.597) (0.221)
D(TO) -3.6671 -3.6225
(0.011)** (0.012)**
FD -1.1181 -1.8047 -0.0825 -1.5127 -1.7745  -0.2946 1(2)
(0.695) (0.676)  (0.647) (0.513) (0.691) (0.571)
D(FD) -3.0194 -2.9803
(0.045)** (0.049)**
FDI -1.7231 -2.1714  -0.8139 -1.8428 -2.3671  -0.9255 1(2)
(0.409) (0.487) (0.355) (0.353) (0.388)  (0.307)
D(FDI) -4.2527 -4.2527
(0.003)*** (0.003)***
U -1.8996 -4.3892 -2.0817 -2.0313  -0.3213 1(0)/ I(1)
(0.328) (0.009)*** (0.253) (0.561) (0.561)
D(U) -4.2516
(0.003)***
Critical
Values ADF PP
%1 -3.7696 -4.4407 - -3.7529 -4.4163 -
2.6743 2.6694
%5 -3.0049 -3.6329 - -2.9981 -3.6220 -
1.9572 1.9564
%10 -2.6422 -3.2547 - -2.6388 -3.2486 -
0
1.6082 1.6085

Note: - *** ** *indicate significance at 1%, 5% and 10% respectively.
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Table (8): Bounds testing results:

Regressors: (k = 6) F-statistic
1G, = (GE, GNI,, TO, FD, FDI,, U,), ARDL (3,2, 1,2, 2, 16.329%**
1,0)

Critical values bound

Significant level Lower Critical Bounds (LCB) Upper Critical Bounds

(UcB)
10% 2.254 3.388
5% 2.685 3.960
1% 3.713 5.326
Note: - *** indicate significance at 1%. - K indicate to No. of
independent variables.
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Table (9): Diagnostic Tests results:

Diagnostic Tests Tests used F-statistic (Prob.)
Heteroskedasticity Breusch —Pagan -Godfrey  F(18,8) 0.7316 (0.725)
Serial Correlation Breusch-Godfrey LM test. F(2,6) 2.2896 (0.182)
Normality Jarque-Bera 0.9203 (0.631)
Function Form Ramsey RESET Test  F(1,7) 0.6788 (0.437)
Autocorrelation a. Correlogram -Q- statistics No
b. Correlogram Squared Residuals No
Stability test a. CUSUM stability
b. CUSUM of Squares stability
R-squared 0.9953
Adjusted R-squared 0.9848
Durbin-Watson stat. 2.5963
Fisher test (F-stat.) (Prob.) 94.665 (0.000)***
Figure (2): (CUSUM) & (CUSUM of Squares) results:
CUSUM of Squares Test CUSUM Test
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pail) JaY1 il Jyshall Ja¥1 8l cp adtiusall z3gaill b Ll

s (R?) Jamall sl Jeleo dad i) meamngi Sl dalall il Lan) ) ALYl
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Table (10): Government spending and inclusive growth in Egypt: Empirical

results:
Dependent Variable: Inclusive Growth (IG)

Method: ARDL with HAC standard errors
Model selection method: Schwarz criterion (SI)

Variable Coefficient  Std. Error  t-Statistic Prob.

Long-run coefficients:
Government Expenditure (GE) 2171622 0.8892 2.44225 0.040**
GNI growth (GNI) 1.969793 0.4447 4.42914 0.002***
Trade Openness (TO) 0.206043 0.0546 3.77380 0.005***
Financial Depth (FD) 0.233571 0.0767 3.04508 0.016**
FDI, net inflows (FDI) -1.57E-09 0.0000 -11.2757 0.000%***
Unemployment (U) -0.403591 0.5383 -0.74970 0.475
Constant 18.87272 3.3438 5.64415 0.001**=

Error correction coefficient:
ECM(-1) -0.76129 0.0486 -15.6506 0.000%***

Short-run coefficients
Inclusive Growth (IG)(-1) -0.761292 0.1231 -6.18398 0.000%***
Government Expenditure (GE) 1.653238 0.6368 2.59617 0.032**
GNI growth (GNI) 1.499587 0.3791 3.95577 0.004%***
Trade Openness (TO) 1.57E-01 0.0426 3.68552 0.006***
Financial Depth (FD) 0.177815 0.0540 3.29389 0.011**
FDI, net inflows (FDI) -1.19E-09 0.0000 -6.62235 0.000***
Unemployment (U) -0.307250 0.3022 -1.01662 0.339
dummy 1995 3.700451 1.2242 3.02269 0.017**
Constant 14.36765 4.2794 3.35738 0.010**

Note: - *** ** indicate significance at 1% and 5% respectively.
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Table (11): Practical significance for Government Expenditure
Long-run Short run
Effect Size (Cohen's d) 1.2648 1.3699
Effect Size (r) 0.5345 0.5651

Confidence interval (%95)

Lower 0.0725 0.1031
Upper 0.9965 1.0270
t-stat. (Effect Size) [2.442]** [2.596]**

Interpretation Large Effect Large Effect

indicate significance at 5%. Note: **
s e aSall 3l (Large Effect) .S didae A2 d5a5 iy Jaal) (s
SV aas (orihe il o el @llyg ¢ puallly Jishal) Y] (B jean JlsaY) il
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