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The effect of savings on economic growth: the case of a
developing economy (by application to Egypt)
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Abstract:

The problem of low savings in developing countries is the most important factor
behind the decline in economic growth rates, which drives them to rely on external
financing for investment, which is not desirable because of its negative effects on the
economy of any country due to the burdens incurred by it, and therefore, domestic savings
are considered necessary. It is vital to achieve an appropriate economic growth rate, and
this study aims to show the effect of local savings on economic growth in Egypt, where
it was found through the standard study that local savings in Egypt during the period
(1990 - 2017) have a significant effect on economic growth in the short and long term.
Generally, it is recommended to accept the first hypothesis, which is the existence of a
direct relationship with statistical significance between local savings and economic
growth in Egypt, in the long term at the level of significance of 1%, t = 5.2, where the
coefficient of determination reached 97.7 R2, and the results also showed a direct
relationship between The two variables in the short term are at the level of significance
5%, f = 1.78, and that there is a causal relationship between local savings and economic
growth.

Key words : Domestic savings, economic growth, relationship estimation .
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19% 71627.8 14756.2 72590118 ) 1.07115E+12
19% 80111.2 14910.1 73981942 . 1.10308E+12
22% 106720.2 15242.7 75381899 . 1.14902E+12
22% 117589.4 15494.1 76778149 . 1.18961E+12
23% 141907.8 16389.4 78159048 . 1.28098E+12
23% 175422.8 17315.2 79537253 . 1.37721E+12
23% 211548.5 18215.9 80953881 . 1.47465E+12
17% 175543.8 18580.1 82465022 . 1.53221E+12
18% 216608.8 18771.3 84107606 . 1.57881E+12
17% 231284.2 18583.5 85897561 ) 1.59627E+12
13% 215598.2 18628.8 87813257 ) 1.63586E+12
14% 254505.7 18562.4 89807433 . 1.66704E+12
12% 253180.3 18725.2 91812566 . 1.71921E+12
10% 233528.9 19265.3 93778172 . 1.80666E+12
10% 262916.7 19775.4 94688681 . 1.89228E+12
12% 359790.1 20096.5 95798 827 . 1.96048E+12

source :http://www.Elbank Eldawly.Data.Country.eq. Com

National saving p(YV SV aa ) B gl PR laaY) gl ANy Y
&l Eun b il el JA i a4l o8 MeaW) ol SV G ) Gl Jsaal) e &
ale ain sala¥0aVA ) N Jadd wii ) &5 ¢ addad Jil o2 51990 Gl 4y gsle Y YOY,E ia
o8 (5 jlare il yaily ¢ Ain Gl VYYACY VTS s a8 s i Lgiay ¢4t dad ST ag AV Y
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5 ladl) Alaa)
+ @l jalall)
(haigh
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il Gl jaall

sl Ol el
&l jikal) s

Q‘AJL,“ ‘9.4.1' d.\a.A
%

iad s
Ooalally il ) gl

agia

G palal) gad Jaza
%

Osslally & jalall
Agda

Oslals GDP
dgia

61%

56649

-13599

35124

21525

97991

78%

79032

-9916

26.6

44474

60.5

34558

123010

79%

101437

-11819

27.3

56628

29.7

44809

152100

86%

94912

-7217

-9.8

51064

-2.1

43848

169704

80%

96880

-10497

5.1

53689

-15

43191

191355

81%

112079

-11481

15.1

61780

16.5

50299

223065

79%

104535

-12309

-5.4

58422

-8.3

46113

250839

81%

117504

-12354

111

64929

14.0

52575

276426

67%

123964

-24884

14.6

74424

-5.8

49540

295252

68%

120370

-22934

-3.7

71652

-1.7

48718

312044

77%

145430

-18774

14.6

82102

30.0

63328

332218

85%

160122

-12738

5.3

86430

16.4

73692

360448

85%

165152

-13684

3.5

89418

2.8

75734

389319

95%

193215

-4485

10.5

98850

24.6

94365

433412

88%

279920

2530

40.3

158695

49.7

141225

490664

95%

350214

-8618

29.4

179416

20.9

170798

545847

92%

415890

-18218

21.0

217054

16.4

198836

617700

87%

484645

-34105

195

259375

13.3

225270

744809

85%

641886

-50206

33.4

346046

31.3

295840

895515

79%

589355

-69249

-4.8

329302

-12.1

260053

1042250

80%

578385

-63281

-2.6

320833

-1.0

257552

1206640

83%

620473

-56571

9.5

338522

9.5

281951

1371080

67%

681822

-132622

20.3

407222

-2.6

274600

1656570

73%

751042

-117870

6.7

434456

15.3

316586

1843770

63%

786400

-179600

11.2

483000

-4.2

303400

2101900

61%

851600

-207200

9.6

529400

6.2

322200

2443900

53%

811300

-250500

0.3

530900

-13.0

280400

2708300

48%

1550967

-640489

1095728

62.4

455239

Sourcehttp://stat.wto.org/StatisticalProgram/WSDBStatProgramHome.aspx?Language=source : Uploaded byKnoem
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2YAAY e 8 lgie <l e bae Cmidil ¢ a) 490 Gle 4ia ol I YY,Y s cialy Gaa
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Jaad adi ) 25 ¢ 5l el P A JB) & g 4is 0 sale YAT O, T Gl G i) )l 5800Y)
Ostle £3) ¢, T1) 585 il giay ¢ Ll dad HST 8 5aY 0 VY ale dgin o alaV TV EEY,Y )
% ©,F 5yl a2 JOA S pall saill Jame gy ey ¢ YUY 6 08 (5 jlima ol jaily ¢ 4gia
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1137.7

bl laiiny) ol dlia

97991

-9916

793.9

123010

-11819

1524.7

152100

-7217

4044.8

169704

-10497

3836.7

191355

-11481

2019.0

223065

-12309

2158.3

250839

-12354

300.2

276426

-24884

3643.8

295252

-22934

3617.0

312044

-18774

4289.4

332218

-12738

2025.8

360448

-13684

2910.8

389319

-4485

1389.0

433412

2530

13367.8

490664

-8618

31064.7

545847

-18218

57577.0

617700

-34105

65247.6

744809

-50206

51579.4

895515

-69249

37212.8

1042250

-63281

35899.5

1206640

-56571

-2865.6

1371080

-132622

36524.1

1656570

-117870

29240.1

1843770

-179600

32641.9

2101900

-207200

53263.5

2443900

-250500

81273.9

2708300

-640489

Source : unctad.org/en/ pages /aspx
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: oo b SOLABYN goid! e Aonod! 3N 3 uld : Ll

zasaill Chua sy o i (Sl oLl rgnall T8 58 Cupaal) 5 (i) uldl SLaBY) e gLy Gl 13
dagalal Taidle o i lae Slizad A8l dpuldl) il all 5 ¢ aacall 1aa & dpalai8y) 4 hill ¢ g b~ il
a1 5 AaiDal) Gull) 4y yha 2aa3 G 3 gail) e jpaity A5 Ala S a5 &5 ¢ Al ) oda
dan Jooelig dul jall e e die 31 Judladl sas ) a0 <l L) ¢ ja) JIA (e Cuaall ulidll
Db AN Als el 8 25 25 ¢ g3 gl Aelua Aulee ST A3 (e g @il 3 gl Ampadn aaad S L ) i
Oialall 43 alile s 5 ¢ Apull) Hulaall & ¢ Ailian¥) uleall 25 ¢ BalaBY) juleall ¢ guin 8 bl Ay
P il e
e P | P RPPNA [ - I R
ot e Al Lo DA (e ollyy sl sl el dabye otf (o ol z3pudl delin 4
e Lalatind ag ) 5 2 35ail Lo iy o) ang ) ol puiiall
:Economic Growth (EG) gabaiy) saill b Jiahy raolil) paaiall -
(Adams, (2002 ) ol sy dashall saall o agiall salyll el " a3) e ol i) gaill Cayed
Lol ] o MeaW) aall il Coy jpai Sy oliylly (gl @Y piiil (g wsal da) Hlnad) S
aic ymy 5 ¢(Jochumzen,2010) Aiwes dxie )3 558 JIA Lo aly 8 Aavital) Aleal) leadd) 5 alll praad 408 50l
aen o A gal) cldis Jiay g5 ¢ (A ) Badme Ayt )5y 8 Le aly 8 Aaiiall Al chlaadll y ol 40y
. (Stephen,2010) 48 sl JlanVU ale DA daiiall dsilgdl) Cileaad) 5 alud)
:9331\ & Jiadig sl Cipuiial) —~
LY (mn DY) s J3 e el eiall 4l Caje Saving (SAV) = sl lasyi-1
5y Gy laud alall Bl 8wl ¢ linY) e Inflation rate (INF ) :as—cail) Jaes -¥
D @l a0 el ) Jaeass adcailld ¢ lend)
- Net national income (NI ) : Jaal L.y
lilias Clisea (ge LosSall adyai L 8 Government Expenditure (GX) : oosSall Glasy) -
il ) e sSall B A L alall (g)latiaaY) & L) acal Cayeny Loy Al Al e (3latY) Ao Lgd
il of A Meaa ) aall il (e dfs iy e sSall GLY) ana saly) s JleaY) sl
Gl il By () s A sSall 40 ) sall Gae 3005 (M a5 (g lmaBY) gail) Bamy Jo el e sSall
Sl s ) midi ccleaddl s ol ) e allall (mdd o5 ag ¢ 281 Jsaa pnddid SE s
- gaBY saill dlee A L 5 LY midd,
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A adll HLefi Y iy, ae 58 Fixed capital formation(FC) : culil)l Jla bl cpgSill _o
Jaa dag (S an s JWdl Gl s Jlaad e TeSa G e ) e Jeaa) saa i 80l ) cing
o 02588 (Mlaa) A J ) 8 Apal a8 5aly 3l S5 ¢zl 8 aadiu ) A J saY)
- ( Handbook ,2006) <l Jlall Ll @lgial Lails JLall
EG =bo+b1SAV+b,GX+bsINF+bsNI+bsFC+UI

asaill = INFe sl Hlasy) Jiey= SAV (galai) saill = EG : of Cun
ceasSall Byl = GX ¢ ) Jaad )l pusSill = FC ¢ osll J3 il = NI

s ol 5 13g) Maia] alla 13 oasidl) 3 gaill o aaDlg ¢ 3gail lales Jiai by ,by,02,03,b4,b5,
Mgl Crany (S0 (galaiBy) gaill 8 555 of oSa Al Charl) lans e s 53 U adl)

i pipal el skl (imyen b e bl o sy s eaa B g alalBY) galll il yuiigal e 31 JauDladl
(aY VY as—1390) 58l JUA paa b galaiBy) gall)

(V~\V_\QQ~)DJN\ dhw@édd‘ﬁ\}d\&\y}a(o )e‘g‘)djh
Gross Gross
Net National capital
savings (% income formation
of GDP) (glp())f growth

17.7 1522.2 13617490938 16.70 28.91 6.73E+10 2.36
16.1 1504.2 13058786574 15.82 23.73 7.77E+10 -20.32
18.4 1537.9 14848675142 16.97 19.48 8.45E+10 -3.89
8.4 1550.5 14730505162 15.59 19.85 8.63E+10 -5.14
8.4 1580.7 12417437485 15.14 20.63 9.13E+10 10.42
11.4 1622.4 13381486759 15.00 20.15 9.58E+10 12.02
7.1 1671.4 12681809434 12.69 18.13 9.91E+10 8.80
9.9 1730.7 13912248673 11.51 17.56 1.06E+11 10.53
24 1793.9 16082998819 12.00 21.50 1.12E+11 15.41
0.9 1867.9 17139918490 13.36 21.62 1.16E+11 16.59
3.9 1950.5 17555483194 12.94 19.55 1.24E+11 8.30
1.9 1982 17637297823 13.41 18.26 1.34E+11 -2.18
3.2 1991.3 16607415998 13.64 18.00 1.37E+11 5.54
6.8 2016.2 15911807514 14.30 16.89 1.38E+11 -8.86
11.7 2059.7 17338497436 15.58 16.94 1.4E+11 6.21
6.2 2112.7 19584202243 15.71 17.98 1.41E+11 10.81
7.4 2217.4 24692924660 17.11 18.73 1.52E+11 13.65
12.6 2333.5 30731712733 16.27 20.85 1.63E+11 23.91
12.2 2456.7 38463354545 16.80 22.39 1.68E+11 15.48
11.2 2524.4 31831395217 12.55 19.19 1.8E+11 -9.11
10.1 2602.5 39294821004 14.26 19.50 1.87E+11 7.96
11.7 2593.2 39810015056 12.98 17.10 1.91E+11 -2.15
19.5 2593.1 35965999591 8.11 16.03 2E+11 5.96
8.7 2590.9 39479057454 7.87 14.21 2.06E+11 -8.42
11.2 2608.3 36316468005 5.21 13.64 2.14E+11 1.71
9.9 2665.2 31791237210 5.81 14.29 2.34E+11 8.60
6.2 2725.6 32306890365 5.48 15.04 2.46E+11 11.23
2785.2 24404459685 1.78 15.27 2.44E+11 11.32

Gross

. Gross . capital
Inflation GDP domestic domestic

savings

Govexp formation

rate CAPITA

Source : http://www.Elbank Eldawly.Data.Country.EG. Com

16


http://www.elbank/

Stationary Tests : J) Al g & sSuad) il JLIAS Y
5 sine <ol paaiall dyie 31 Jdlad) el 13) L a8 Lealasiind (Say 20 <ol HLaal) (e anl) Sllia
ie 3 Jeadlnd) il & JelSal A j0 aaad e S cad ¢ aa ) D asmgaie glasay e asSlll g Yl
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Kwiatkowski-Phillips-_lial <Shin o—& <Perron ¢sox sl «<Sehmidt ol Hlial s ¢ Kwiat—
Autocorrelation S bl Y1 4l <Rothenberg z x5, «Eliott < sl Schmidt-Shin(KPSS
. ”Function
sas sl s <l Ll ol yal aey g ¢ <l priall JalSi A 50 30510 KPSS (ADF <l JLa) aladid 25 Coga g
lCia g2l Y o) Stationary s _iiuee el il de 3l dlulul) calS 13 L aaaidl Unit Root Tests
ol s il (ST Aiiall ye e 428 je R? Aad (585 Cus Superior Regression < jall jlasiy)
el Al (B Y) dasaia 5S5 Y Al G5 Ban @l Y dasaia e a5 dasine T ¢ F 4 il
zsaill dyie 31 Jusdlall ULy stationary ) fied ldal el sal &by (b lad e Gl 5 dass giall @il 5 andall
ADF &l Wa) ¢ g A& )8 A 3 aasils Unit Root Tests  sas sl j3a (e b 1A (0 2SUl - il
sl il i) 5 JalS5 As jo aasitelly 5 kpss ¢
S Dall () S (g0 (il Al A Jl ) LAY e Unit Root Tests as sll jaa jlidl yeis)
OsSow LA Cangy ¢ Al Ol puatall 5 RS al) ) paatall G lasiY) A8Se (At st A ) § gladS Aia 3
Phenomena "<&l 3 jlasayi " 3 jals galadl @lld g ¢ 3 jeiae dnia ) Judls Ao J gandl ) 4t 3l ALl
o sl ¢ Ll sive 3 Non-Stationary &Sk e z3 saill &l e 585 Cus "Spurious Regression
il S Ua Gpas ¢ 23 salll Cilalea i 8 UL 238 aladd il &5 &5 ¢ Al e Ly saa il a8
.Granger (1974) Newbold, 4l JLsl Lo sa 5 adi 35 5f dllat
LA Jal e O el JLEaY) o jal &5
Intercept () oladl (2 oo dls ja )
Trend And Intercept (e eladly culi o A ja Y
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GAl 3l Ja 50 o ) o sinnall (88 58 a Ausl jall e il el i 311 JsSaal) o e i L
) 4y yhay dgaladl (5 jrall Cllay yall 48 oy sV Jila aladit il iy Lo a5 (alte 5 5 G S J5Y)
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D) Ja¥) Jash opll) £ S2(5) LY
Gl b AL LAY aa e A 30 Al G 8 e B oke maad Ui adall (Al Calisg Cua
LaGrange Multiplex (LM) z!_a3Y <selias SIS (e
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O Sy Y UL (e de e e (g g8t (Al Jwdlull fpn il VAL YL a6l jda jedat Al
s A il e i jdll ¢S85 AlalSie g AnSl Aludd) culS 1) La i) LdDIA
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Gt O (5 gV v 0 70 Y Tiap Al slidad e ST tog) Al 55 A ilS L 1) doad)
e all dal) sda die Ja 3l 1aa
Aoia 30 AL G ey Le 13 g ¢ duie N AL s sl s 8 ga g JAED 5 ool (m jall J gl Al 3
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il B AY) el ¢ geapital & inf Jie Calise 4 gina (5 sie die (5 giaall 8 Ll Eua | (0)
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Pairwise Granger Causality Tests
Date: 12/15/19 Time: 21:24
Sample: 1990 2017

Lags: 2

Null Hypothesis: Obs  F-Statistic Prob.
GROSS_CAPITAL_FORMATION OF_DP_ does not Granger Cause GDP_CAPITA 26 0.86300 0.4363
GDP_CAPITA does not Granger Cause GROSS_CAPITAL_FORMATION OF_DP_ 6.94487 0.0048
GROSS_CAPITAL_FORMATION_GROWTH does not Granger Cause GDP_CAPITA 26 0.95367 0.4014
GDP_CAPITA does not Granger Cause GROSS_CAPITAL_FORMATION_GROWTH 0.21996 0.8044
GROSS_DOMESTIC_SAVINGS does not Granger Cause GDP_CAPITA 26 1.69472 0.0472
GDP_CAPITA does not Granger Cause GROSS_DOMESTIC_SAVINGS 1.51846 0.0421
GROSS_DOMESTIC_SAVINGS OF_GDP__ does not Granger Cause GDP_CAPITA 26 0.53076 0.5958
GDP_CAPITA does not Granger Cause GROSS_DOMESTIC_SAVINGS OF_GDP_ 1.54737 0.2361
NET_NATIONAL_INCOME does not Granger Cause GDP_CAPITA 26 0.57928 0.5690
GDP_CAPITA does not Granger Cause NET_NATIONAL_INCOME 0.84017 0.4456
GROSS_CAPITAL_FORMATION_GROWTH does not Granger Cause GROSS_CAPITAL_FORMATION OF_DP_ 26 0.14115 0.8692
GROSS_CAPITAL_FORMATION OF_DP_ does not Granger Cause GROSS_CAPITAL_FORMATION_GROWTH 1.53084 0.2395
GROSS_DOMESTIC_SAVINGS does not Granger Cause GROSS_CAPITAL_FORMATION OF_DP_ 26 257924 0.0596
GROSS_CAPITAL_FORMATION OF_DP_ does not Granger Cause GROSS_DOMESTIC_SAVINGS 0.49237 0.6181
GROSS_DOMESTIC_SAVINGS OF_GDP__ does not Granger Cause GROSS_CAPITAL_FORMATION OF_DP_ 26 2.27092 0.1280
GROSS_CAPITAL_FORMATION OF_DP_ does not Granger Cause GROSS_DOMESTIC_SAVINGS OF_GDP_ 0.10415 0.9016
NET_NATIONAL_INCOME does not Granger Cause GROSS_CAPITAL_FORMATION OF_DP_ 26 5.51802 0.0119
GROSS_CAPITAL_FORMATION OF_DP_ does not Granger Cause NET_NATIONAL_INCOME 0.01700 0.9832
GROSS_DOMESTIC_SAVINGS does not Granger Cause GROSS_CAPITAL_FORMATION_GROWTH 26 1.87619 0.0310
GROSS_CAPITAL_FORMATION_GROWTH does not Granger Cause GROSS_DOMESTIC_SAVINGS 1.27351 0.7634
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Model Summary®

Change Statistics
R Adjusted R Std. Error of the R Square F Sig. F | Durbin-
Model R Square Square Estimate Change | Change dfl df2 Change | Watson
1 .9912 .982 978 64.38949 982 | 242.481 5 22 .000 1.243
a. Predictors: (Constant), inf, gcapital, govexp, income, save
b. Dependent Variable: gdpcapit
ANOVA?®
Model Sum of Squares df Mean Square F Sig.
1 Regression 5026639.858 5 1005327.972 242.481 .000"
Residual 91212.147 22 4146.007
Total 5117852.004 27
a. Dependent Variable: gdpcapit
b. Predictors: (Constant), inf, gcapital, govexp, income, save
Coefficients?
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 172.823 261.141 .662 .515
gcapital 10.670 6.234 .079 1.712 101
govexp 1.259 20.102 .002 .063 .951
save 21.201 5.444 .201 3.894 .001
income 9.822E-9 .000 1.185 23.179 .000
inf .769 2.598 .010 .296 770

a. Dependent Variable: gdpcapit
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Model Summary¢

Change Statistics
Mode R Adjusted R | Std. Error of | R Square Sig. F Durbin-
| R Square | Square the Estimate | Change | FChange | dfl | df2 Change Watson
1 9782 .957 .955 92.40906 .957 573.320 1] 26 .000
2 .990° 979 977 65.30697 .023 27.058 1] 25 .000 1.789
a. Predictors: (Constant), income
b. Predictors: (Constant), income, save
c. Dependent Variable: gdpcapit
Coefficients?
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 916.669 52.965 17.307 .000
income 8.107E-9 .000 .978 23.944 .000
2 (Constant) 396.059 106.855 3.707 .001
income 9.549E-9 .000 1.152 26.075 .000
save 24.292 4.670 .230 5.202 .000

a. Dependent Variable: gdpcapit
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