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The impact of fiscal policy on private investment in Egypt
during the period (1999-2022)
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Abstract

The study aimed to analyze and measure the impact of fiscal policies on private
investment in Egypt during the period 1990-2022. The study asked whether there 1s
a long-term complementary relationship between fiscal policy and private
investment in Egypt. The study relied on its analysis of the relationship between
fiscal policy indicators and private investment in Egypt through descriptive data
analysis. The study also used the standard-quantitative method using the
autoregressive distributed lag methodology (ARDL model) to clarify the integrated
relationship between fiscal policy indicators (state general budget deficit,
government spending, government investments, tax revenues) as independent
variables and the private investment variable in Egypt as a dependent variable
during the study period (1990-2022). The results obtained in the study model
(bounds test - long-term model) showed the existence of long-term joint integration
between the study variables: private investment as a dependent variable and the
budget deficit, government spending, tax revenues, and government investment as
explanatory variables. In the long term, the study reached a great match with the
results of estimating the short-term relationship of the model, and that there is a
negative relationship between the budget deficit, government spending, and
government investment on the one hand, and private investment on the other hand
in Egypt, which confirms the existence of the hypothesis of crowding out
government investment on private investment in Egypt, while there was a positive
relationship between tax revenues on private investment in Egypt. The study
recommended reviewing Government spending, especially current spending,
requires a significant revision of the tax system, especially since Egypt's tax system
discourages businesses from producing and increasing productivity, and imposes a
wealth tax.

Keywords: Fiscal policy, private investment, government investments, state budget
deficit, government spending
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ARDL rigaialaaiad | Julsall pladn ol | po@ aaan | culiall zhgal)
Gy 1 G ) i,y L' 'OLS' iapn s
Johansen Slayadl laasy) Jbhawy)
) method test " Srrall
(ECM- VAR
" éalldl dlac)

L) ) clyariall paend Loia)ll Judbadl and 5o daiajl) Judlad) asjhiiad HLas) 138 e Cangll ()
i) e adieia 13 il z3saill a8 Lk Ayl (e SEU () Jae z3sail) 3
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(D1 daY G Al M s jaia) (D) bl (5 giwa Al B yiiial)
J‘)m‘ None Trend & Intercept None Trend & Intercept Jéi:\-d‘
Intercept Intercept

(O1 * Y, 0V¥._ *AAYAYC ERAAE Y,YVYYL Y,VEAY. Y,ed4Ve. ft -Statistic INV
.................. oy, «,YYoo )0 Prob.

(I)l * 0,¢AYou * 0,YYYVo *0,\VeL V,TAAEL Y,YYY .o Y,oYAo_ it -Statistic FD
...... e A , e AT ,vany Yo YA Prob.

(I)l * 0,4V, OB YO T O *,)VTAL V,EevY. Y,.00)_ V,4AAe- |t -Statistic GEXP
...... o iYL v ,000) ;Y44 Prob.

(1)0 - - - SYYEAL |k ghegel Y00t Tt _Statistic TREV
— — — ,OYYA DR GSIYEY Prob

1])1 *%,00YA- * V), Véoo *7,4yv4- Y, YVYS Y,VevY. Y,0WYA- It -Statistic INP
............ ,Yavo GEY A OV Prob.
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Bounds Test ygaall jLId) (V) a8 Jgaall

—

F-Bounds Test Null Hypothesis: No levels relationship

Test Statistic Value Signif. 1(0) 1I(1)

Asymptotic: n=1000
F-statistic 7.156788 10% 2.2
Kk 4 5% 2.56
2.5% 2.88
1% 3.29

Actual Sample Size Finite Sample: n=35
10% 2.46 3.46

5% 2.947 4.088
L 1% 4.093 5.532|
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ARDL Long Run Form and Bounds Test
Dependent Variable: D(INV)

Selected Model: ARDL(3, 3, 4, 4, 2)

Case 2: Restricted Constant and No Trend
Date: 10/28/24 Time: 12:20

Sample: 1990 2022

Included observations: 29

Conditional Error Correction Regression

Variable Coefficient Std. Error t-Statistic

C -43.49829 9.321122 -4.666637
INV(-1)* -2.722669 0.576980 -4.718825
FD(-1) 2.076308 0.550077 3.774574
GEXP(-1) -1.084138 0.413653 -2.620888
TREV(-1) 6.419888 1.603306 4.004156
INP(-1) -1.203294 0.558518 -2.154442
D(INV(-1)) 1.540882 0.466211 3.305115
D(INV(-2)) 0.827252 0.242383 3.412997
D(FD) 0.800826 0.331055 2.419009
D(FD(-1)) -0.864533 0.510219 -1.694437
D(FD(-2)) -1.013463 0.414218 -2.446690
D(GEXP) -0.619407 0.268997 -2.302652
D(GEXP(-1)) 0.803284 0.363723 2.208501
D(GEXP(-2)) 0.647786 0.158780 4.079779
D(GEXP(-3)) 0.203053 0.140364 1.446617
D(TREV) 0.697260 0.421825 1.652959
D(TREV(-1)) -4.376187 1.322054 -3.310142
D(TREV(-2)) -2.554274 0.704720 -3.624525
D(TREV(-3)) -0.983953 0.303096 -3.246345
D(INP) -0.140159 0.332953 -0.420956
D(INP(-1)) 0.470290 0.327715 1.435055

* p-value incompatible with t-Bounds distribution.

Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic

FD 0.762600 0.112937 6.752430
GEXP -0.398189 0.095224 -4.181605
TREV 2.357939 0.241966 9.744932

INP -0.441954 0.131682 -3.356228

C -15.97634 3.095561 -5.161048

EC = INV - (0.7626*FD -0.3982*GEXP + 2.3579*TREV -0.4420*INP -
15.9763)

Eviwes VY cila i e el Gl dlac) 1 jaadl)
: (Uadd) moaual dalsa ) ARDL 7 3gail Ja¥) Byuad ABal) yafi gilis o—Y—¢
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ARDL Error Correction Regression
Dependent Variable: D(INV)

Selected Model: ARDL(3, 3, 4, 4, 2)

Case 2: Restricted Constant and No Trend
Date: 10/29/24 Time: 08:45

Sample: 1990 2022

Included observations: 29

ECM Rearession
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.

D(INV(-1)) 1.540882 0.268913 5.730034 0.0004
D(INV(-2)) 0.827252 0.157774 5.243273 0.0008
D(FD) 0.800826 0.187564 4.269611 0.0027
D(FD(-1)) -0.864533 0.283429 -3.050262 0.0158
D(FD(-2)) -1.013463 0.205688 -4.927195 0.0012
D(GEXP) -0.619407 0.141111 -4.389500 0.0023
D(GEXP(-1)) 0.803284 0.184859 4.345396 0.0025
D(GEXP(-2)) 0.647786 0.111598 5.804628 0.0004
D(GEXP(-3)) 0.203053 0.091108 2.228705 0.0564
D(TREV) 0.697260 0.259038 2.691727 0.0274
D(TREV(-1)) -4.376187 0.689579 -6.346170 0.0002
D(TREV(-2)) -2.554274 0.428637 -5.959063 0.0003
D(TREV(-3)) -0.983953 0.212600 -4.628189 0.0017
D(INP) -0.140159 0.160710 -0.872123 0.4086
D(INP(-1)) 0.470290 0.151742 3.099271 0.0147
CointEq(-1)* -2.722669 0.325937 -8.353364 0.0000

R-squared 0.916318 Mean dependent var -0.084138
Adjusted R-squared 0.819763 S.D. dependent var 1.853710
S.E. of regression 0.786981 Akaike info criterion 2.659876
Sum squared resid 8.051406 Schwarz criterion 3.414246
Log likelihood -22.56821 Hannan-Quinn criter. 2.896136
Durbin-W atson stat 3.115592

|*_p-value incompatible with t-Bounds. distribution.
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Series: Residuals
Sample 1994 2022

Observations 29

Mean -8.58e-15

Median -0.083209
Maximum 1.617964
Minimum -1.236581
Std. Dew. 0.536237
Skewness 0.660400
Kurtosis 4.772398
- -- - Jarque-Bera  5.903804
-1.0 -0.5 0.0 0.5 1.0 1.5

Probability 0.052240
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