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Good governance as an approach to rationalizing government
spending in Egypt
(An attempt at description and measurement)

Dr/ Rawheia Mohamed Refaat

Teacher of Economics at Faculty of Politics and Economics- Suez University

Abstract:

This study mainly aimed to know the extent of the impact of the application
of good governance on the rationalization of government spending in Egypt, and
the attempt to derive the means to combine the considerations of rationalization
and efficiency of government spending and the governance of this spending. The
study used the analytical descriptive approach to identify the reality and
mechanisms of current governance in the state budget agencies in addition to using
the standard method in testing the impact of the application of good governance on
government spending. The study concluded that the impact of governance
indicators in Egypt, especially the government effectiveness index on government
spending, is negative; as a result of the increase in government spending from
crowding the private sector in local investments, while increasing the effectiveness
and efficiency of government spending leads to an increase in the positive role of

local investment on economic growth in Egypt.

Key words: Good governance, government spending, ARDL, Egypt.
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= Kioesheng. Y (2005), “What is Good Governance, Economic and Social Commission for
Asia and Pacific”, United Nation, p. 2-3.

* Graham. J (2003), “Principles of Good Governance in the 21th centary’
Governance, No. 15, Ottawa, Canada, P.4.

* Jindai. N (2014), “Good Governance: Needs and Challeng”, International Journal of
scientific and engineering research, Research Gate, V. 5, No. 5, P. 114.
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Augmented Dickey Fuller (ADF) g gall

(V) Jyr—

(GOV_EX) (rassal) Uy jadal San gll jda JLIA) il

6 Sal) 2

S @il A

Exogenous: Constant

MNull Hypathesis: D(GOV_EX) has a unit root

Lag Length: 0 (Automatic - based on SIC, maxag=5)

t-Statistic Prob?*

Augmented Dickey-Fuller test statistic

3270846  0.0277

Test crifical values: 1% level -3.737853
5% level -2.991878
10% level -2 635542

*MacKinnon (1996) one-sided p-values.

Exogenous: Constant, Linear Trend

Null Hypothesis: GOV_EX has a unit roat

Lag Length: 1 (Automatic - based on SIC, maxlag=5)

{-Statistic Prob.*

Augmented Dickey-Fuller test statistic

-1.826931  0.6598

Test critical values: 1% |evel -4.394309
R level -3612199
10% level -3.243079

*Mackinnon (1996) one-sided p-values.
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Null Hypathesis: VA has a unit root
Exogenous: Constant Linear Trend
Lag Length: 0 (Automatic - based on 3IC, maxlag=h)

otatistic — Prob?

Augmented Dickey-Fuller test statistic -2640591  0.2671
Test criical values: 1% [evel 4374307

5% level -3603202

10% level -3.238054

*Mackinnon (1996) one-sided pvalues,

Null Hypathesis: D(VA) has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based on SIC, marlag=)

totatisic  Prob*

Augmented Dickey-Fuller test statistic 5286205 0.0014
Test critical values: 1% level -4,394309

2% level -3.612199

10% level -3.243079

*Wlackinnon (1996) one-sided p-values.
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Null Hypothesis: D(P3) has a unitroof
Exoqenous: Constant Linear Trend
Lag Length: 0 (Automatic - based on SIC, marlag=h)

tStafistic ~ Prob.?

Augmented Dickey-Fuller test stafistic 3708746 00413
Testerticalvalues: 1% level -4.394309

9% level -3612199

10% level -3 243079

*Mackinnon (1996) one-sided p-values.

Null Hypothesis: PS has a unit root
Exogenous: Constant Linear Trend
Lag Length: 0 (Automatic - based on 3IC, maxlag=3)

t-Statistic  Prob?

Augmentad Dickey-Fuller test statistic -1465320 08145
Test critical values: 1% level -4.374307

A% level -3.603202

10% level -3.238054

*MacKinnon (1996) one-sided pvalues.
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Null Hypothesis: D(GE) has a unit root
Exogenous: Constant Linear Trend
Lag Length: 0 (Automatic - based on 3IC, maxlag=h)

totatistic  Prod?
Augmented Dickey-Fuller test statistic 4015472 00222
Testritical values: 1% level -4.304309
5% level -3.612199
10% [evel -3.243079
*Mackinnon (1996) one-sided p-values,
Null Hypothesis: GE has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based on SIC, maxlag=3)
tStatistic ~ Prob.?
Augmented Dickey-Fuller test stafistc 231144 (41
Test criical values: 1% level 4374307
5% level -3.603202
10% level -3.238054

*Mackinnon (1996) one-sided p-values.
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Mull Hypathesis: RO has a unit raot
Exogenous: Constant, Linear Trend
Lag Length: 3 (Automatic - based on 8IC, maxlag=5)

t-Statistic Prob*

Augmented Dickey-Fuller test statistic -h.822454  (.0006
Test critical values: 1% level -4.440739

5% level -31.6328096

10% level -3.254671

*Mackinnon (1996) one-sided p-values.
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Null Hypothesis: DIRL) has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based on SIC, maxlag=5)

+-Statistic Prob *

Augmented Dickey-Fuller test statistic -3.750382  0.0381
Test critical values: 1% level -4.394309

5% level -3612199

10% level -3.243079

*MacKinnon (1996) one-sided pvalues.

Wull Hypothesis: L has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based on SIC, maxlag=5)

t-Statistic Prob*

Augmented Dickey-Fuller test statistic -1.286278  0.8679
Test critical values: 1% level -4.374307

5% level -3.603202

10% level 3238054

*Mackinnan (1996} one-sided p-values.
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Null Hypothesis: D(CC) has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based on SIC, malag=5)

Fotatistic  Prob?

Augmented Dickey-Fuller test statistic -5.694194  0.0008
Test crfical values: 1% level -4.394309

A% level -3612199

10% level -3 243079

*Mackinnon (1996) one-sided palues.

Null Hypathesis: CC has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic- based on SIC, maxlag=5)

totafistic — Prob?

Augmented Dickey-Fuller test statistic 0004 01497
Test critical values: 1% level -4 374307

5% level -3603202

10% [evel -3.230054

*MacKinnon (1396) one-sided palues.
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F-Bounds Test Mull Hypothesis: Mo [evels relationship

Test Statistic Value Signif. (@) I(1)
Asymptotic. n=1000

F-statistic 4710108 10% 1.89 2.94

k f 5% 227 328

2.5% 2.55 361

1% 2.88 3.99

Eviews) Y GAu)g Gila jia 3 kaall
s puiial) yae ABMad) a8 el GG
sl i) G JaY) Al gha ABDal) s gilis -

(3) dsr—>
ARDL g 3sail (B8 g ¢ idial) Jalsal) A8Me a5 il

Method: ARDL

Dependent Variable: GOV_EX

Date: 07/12/23 Time: 18:23
Sample (adjusted). 1998 2021
Included obsemvations: 24 after adjustments

Maximum dependent 1ags: 2 (Automatic selection)

Model selection method: Akaike info criterion (AIC)

Dynamic regressors (2 lags, automaticy: VAPS GERQ RLCC
Fixed regressors: C

Number of models evaluated: 1458
Selected Model: ARDL{1,2,1,2,2,2,1)

Variable Coeflicient Std. Error t-Statistic Prob.*

GOV_EX(-1) 0.578176 0.183989 3142441 0.0200

VA -0.957475 2373837  -0.402497 07013

VA1) -0.4453812 1728332 0258522 0.8048

VA-2) 3.633680 1741219 2.086880 0.0820

Ps 0.023945 1.242216 0.023301 0.0822

P3(-1) -1.585365 1.712081 -0.925987 0.3902

GE -3.868844 1.612880  -2.398717 0.0534

GE(-1) 3209200 2768242 11589205  0.2004

GE(-2) -3.351551 2074722 1615422 01573

RQ -6771856 4300909 -1574517  0.1664

RQ(-1) 4142628 4384555 0944823 03812

RO(-2) 4487695 2776909 1616076 01572

RL 2298753 2236837 1027680  0.3437

RL{-1) 7.900053 3365409 2347427 00573

RL{-2) -2.784669 2472268  -1.126362  0.3030

cc -1.598461 1.857668  -0.860467  0.4226

CC(-1) -5.905810 2124417 -2Z779967  0.0320

c 2229509 4681673  0.476221 0.6508
R-squared 0.983673 Mean dependentvar 11.01667
Adjusted R-squared 0.937412 S.D. dependentvar 1.528189
S.E. of regression 0.382316 Akaike info criterion 1.028566
Sum squared resid 0.876992 Schwarz criterion 1.912106
Log likelihood 5.657213 Hannan-Quinn criter. 1.262969
F-statistic 21.26374 Durbin-Watson stat 3.089354

Prob(F-statistic) 0.000561

selection.

*Note: p-values and any subsequent tests do not account for model
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ARDL Error Carrection Regression
Dependent Variable: DGOV _EX)

Selected Model: ARDL(1, 2,1, 2, 2, 2, 1)
Case 2: Restricted Constant and Mo Trend
Date: 07223 Time: 18:53

Sample: 1886 2021

Included observations: 24

ECM Regression
Case 2 Restricted Constant and Mo Trend

Wariable Coefficient Std. Error t-Statistic Prob.
DAY -0.8957475 0552913 -1.731683 0.1340
DWAL-1)) -3.633680 0697628 -5.208620 0.0020
DiPs) 0.028945 0575937 0.050258 0.9615
D{GE) -3.868844 0711578  -5.436882 0.0016
D{GE(-1)) 3.351551 0775341 4 322681 0.0050
Di{RQ) -6.771856 1.300129  -5.208604 0.0020
DiRQ-1)) -4 487695 1077329  -4.165574 0.0059
Di(RL) 2298753 0.982427 2339871 0.0579
Di{RL{-1)) 2.784669 0927588 2002053 0.0239
D{CC) -1.598461 0757696  -2.108635 0.0794
CointEq(-1)* -0.421824 0.046685  -9.035587 0.0001
R-squared (.399868 Mean dependentwvar -0. 141667
Adjusted R-squared 0822843 35.0. dependentvar 0.617038
S.E. of regression 0.259732 Akaike info criterion 0.445232
Sum squared resid 0876992 Schwarz criterion 0.985174
Log likelihood 5.657213 Hannan-Cuinn criter. 0.583479

Curbin-Watson stat 3.089354

* p-value incompatible with --Bounds distribution.
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