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"The impact of the accumulation of public debt on economic growth
is the same as the Egyptian economy"
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OPN 0.609629 0.202193 3.015078 0.0195
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Case of Egyptian economy

Dr. Osama Mohamed Badr

Sustainable Economic growth is one of the main objectives of any
government. sometimes, public debt accumulation has positive or
negative effects on growth, which places a lot of burden on policy
makers when they deal with the causes of public debt and problems
arising from its accumulation, taking into account the importance and
priority of each problem. This prompted researchers to pay attention
to public debt levels and its effects as a necessary determinant of
growth.

This paper aim to evaluate and analyze the impact of public debt
on economic growth by assessing and analyzing the effect of both
domestic public debt and External public debt on economic growth in
the long and short term by using autoregressive distributed lag
(ARDL) technique applied to the Egyptian economy during the period
1990-2016.

The study concluded that using public debt to finance the financial
deficit has positive effects on economic growth in the short term due
to the loan funds flow to the national economy, which helps the
government to increase public investment spending and increase the
total demand volume. At the same time, has negative effects in the
long term when start to pay off and bear public budget the cash flows
to serve the external and internal debt. But it can become a high risk
situation, if government borrows to pay the debt service payments and
fall in debt trap.

Analyzing the public debt to its main components domestic public
debt and External public debt, both have found a negative impact after
passing the critical stage. But, using the external public debt leads to a
decline in economic growth at a higher rate than using the domestic
public debt.
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