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.(Random Effect Model) a3lg-4all
Loladl Sl b ala) il Al Jtey gdd! z3gaill 58 :(PRM) apamid] ylums¥l 7 35 -
O of @l el ol elliSy wlayall IS0 el axll el sl (uileally duadsy dealaall Judludl,
WJ sl e aramill z3gadl CaSy o8 (o9 Beiopll SR apamly ilayall peand anl B
y,= @t Z?=1 BiXjiry + €ir (2)

121,20 N =12, e T ) &ieo
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(OLS) Zpolall sraall il bl Aasyls Budaty 7 3gaidl s i
Sloyall JST By dull edlelas ol 2l slwlidl z3gas (oytdy s (FEM) 2Ll ol 8Ll 73908 -
sl i) ZBLAYL Byl kil Lewolid oSas ¥ (Allg Sualice sl Jalgadl Lob,) IS (o fa
lasgll el Ldyne o (Seld @F 09 G5 B3ydn (o Bialidl e Jalgall (DY s L)
O Al U zagas dule lhyg B Sl ae 6p3Y Boyde (e il @ O oud MU (o Agalasll
z 39l J_é-i__@ aolall jaat i Sy a3l M s e ey éaL‘aJ\ el e t;.!a.&ll s 3=l
- Julh gl
_ k
Yie = @+ Xj=1 BiXjur) + i 3)
i=1,2,... N t=1,2, . T
Lygall Sluaall e sue 28LsL cUdg Dummy Variables 4 ys4all olyially Ll z 39l jua5 g
z3gedd padl by (3 ASawe U3y w8 (N) ablall sue sl 2 sl Lasdl Liag (N-1) Lasus
Shaariell Graall Slasll 73505 2as, 00l sl 3-89 Axll sl Z 393 (a9 .(2023) 1 szxs
:JWl JSadl dsLy (Mohamed, 2023).LSDV 5540l

Yie =@+ Xh-paq Dy + Z?=1 B Xjap + €ir  (4)

a5 A Jalgall 2y sualadl ae Jalsall Cai> @i Ledy Within I &as,lay FEM 73505 0085 (Say LS

o Slelall paad Ll wgio ore il culdlyzil A5 T M5 e cUdg (a3l e mais ¥y oilayall me

3 aey cold) aas

Laans pae Jlo (3 (29,8 bue 2l Slwildl z3ge3 (5,14, ((REM) 4l gdiall 8Ll 73905 -
2388 ¢ Uasdl us o) 2 (o 9,all sia (2023) e daidle ST &lgdiall Sl 73508 iy
3525 J) BLAYL Apabaall Glaaladl pesd ol asdl (ol ol OF ool am bawsies rudds
Wbl (29,80l ¢re Ll 3ams pue die dild @3 ey Baaladl x2 Jalgally 5yuall alaaall on bl
RS O ol amedl ol Algdand) Sl 23500 B9 Aaidhe AST Aslgdiadl il 2 3508 sy
(Aly,2023) W cols jlude 4 Slgdes

o =d + v Li= 1,2,..N (5)
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L) JSad! Al gl bl z3gas dsly elld ey

Vie = W+ X5 BiXjae + vi + & (6)

Z3sad Ghe 3l 1S z3gaidl sgus 75l 55T dalse ) aays (Alg Baaladl e sUas¥l oo U; S
Eit il Ll > o 0y St o S L sl 23y 2ledall clpilsl
Loaall Graall Blay,ll 4asb WS (1o z3gedl 1uaas 0139 .(2012) Jlezdl U Bualadl e Jalsally
Generalized Least Squares (AL jamal, 2012).

pﬁ)ﬁ‘ GS}.«.UUL;.&Y Aslall wlas (2-4)

Fisher ;Las 8 ol,Las¥ (o ey slyo] can cowld) z3goll HLas s 4aLudl z3bedl o Alislaal

Breusch & Pagan Lagranian Multiplier jLasly (Al ol bl z 3939 Pooled 73945 (e Aislasld
Lyaiall Asyall HLasy REM I z 3949 «Pooled JI Z39e8 O aslall Ul 3 i3 test

Ho:var(u)=0 W yiiall dn yall
H, : var(u)#0 Al A ol Lilae

Pooled JI 73903 @uday o3 (a9 abolall (i lodlis| g9 e 3 gy Lpaall s all Joud > @
Hausman ;Las b LlacaY! o3 S . Juad¥ 5o may REM #3505 Lo Adhund! s sl Ll 13) Lol
KL (e z3laddl g5 Loy & s (S Aslgdadl olilally Anlll ol 23sed o dslaal)
DLy &ya a0l 3 s ,60l r Hausman, jLas | gudas eid eliall Klis asl cdams 13) el eluall

ik LS Hausman
H1= Ll 7 350l ga ALl &l L 7 390

Ayl z 3903 y3d5 (3-4)

Lealdl Joudl e 3L Aalyll il Balidl Joudl § (50Latd ¥l saidl e Lpalead! Ol 31 ppaaad
Al 3 89 (2023 — 2006) (o 8yzall I3 SULdl Aob) Cow A9s 29 Lasaey Luigae 1 iSY
i JW) gzl e dulyull alall 7390l

k
GDPg;: = a- + z B xl-kt + & D
k=1
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P Ot a3l Byall (3 dwlyudl Je Aolidl Joodl calines § @bl gas Juns 92 (GDPGj) oo

ceals 428 w3 oy Lkl i € e sy Ball] Bpaadll il Jies gd Xop Lol LIl cols
Ao Wolall usn dwlyudl

GDPg;;
= Peoi + By GCFy + B, POPgy + B3 GOV%gdp;e + Bs Defie + By Openness;,
+ B¢ Debt%gdp;; + B;Debts + fg Instit + € (2)

Jies o> 3 Ayl Jme Joutl 3 Ll 5as Jiasy die Laae malall juaall St GDPgjp o>
bl B o S Jlosal) 098l (g Lol 2psliard ¥l sl cdlslas (By23...,7)
BLaYly (gydadl JUUI oy (e maeS POPg (5dl o Jany «galll JUI Lul,y ore ;208 GCF%gdp
Shaia! e i) DEF mildl (iceSag cdagSaxll JUI 151 (e aeS GOV mildl (e AadS 058!
Al Ul Slsyls Ny Slhaliall 2wy Bae glatdl 7 Laas¥ly Apuasll Lol sloly galinzs¥]
Y o, Debis 3uslg 854l sllate (ol deds cilegdie; die Tnae Lgaall coue (Openness JlozY]
Instit Luwosll 3352ly (Debtdbgdp FLdl (oo 2wdS alall ol el e cilegdall ells) (WS
sl u> sy gaidl eead aladl el dimmgs 3 Joadl el Aucsosl) Y daalis sta (e Byazll
€ 4 i pall Slgdall
ulydl ol GlasY! caus gl (4-4)
raall a3sall A ¥ el dall S o die sy Awhull Slydal SlasY Cigosdll (1) Jode ziss:
Lo &iadl Jos o Auuindll B35l Ay iglas J) azys a8 o) ¥ 929 cubuasdll piio s Lidiwly
(1) oy JW1 Joadl § 4] Hlie s LS byl laal oYy (et il o Gall gladl J) ol
Lyl sl GlbasYl Cao gl 150

Obs Mean Median std.Dev. Min Max Normality
GDPG 522 3.094124 3.525863 4.758388 -28.7586 17.74617 [1417 1]%**
GCF_GDP 522 24.35568 21.52746 10.65955 1.225171 76.78232 [527.40]***
POPG 522 1.627637 1.500324 1.519531 -8.42301 9.992305 [2311.72]***
GOV_GDP 522 15.0101 15.34172 4.353624 2.360137 41.684 [391.83]***
OPEN_GDP 522 70.87962 71.59474 28.70699 2.473729 148.5866 [10125]***
DEF 522 10.92838 6.186504 21.68817 -21.1652 235.5154 [47400.9]***
debts 522 10.82649 8.379748 8.790168 0.695431 78.95392 [2091.64]***
DEBT_GDP 522 71.59708 67.96 37.16302 12.3 357.7 [3104.48]***
Instit 522 -0.01307 0.029077 1.648213 -4.27596 3.718106 [4.2811]

(Statal7) malip @l e 3lazel 2isLl slae) : sl

Jlsadl e %10 %5 %1 die Lgiall Gorun JI* H* HH9* 4i5
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Ayl ke o bola¥ A8 giinn juds (5-4)
ol 989 Apuat) Sl g Sl Aad yiie ) (2) 08 Jouzr 3 sl LLEY Agiime pdd
Aads lid Josil] 448 gl pe

Al yudl ol e (s Dol W clelas A8 gi4as 2 Jou

Variables (1) (2) (3) 4 (5) (6) (7) (8) (9
(1) GDPg 1.000

() gcf 0.152° 1.000

(3) POPg 0.252° 0.235°  1.000

(4) gov 0.212°  0.041 20.100°  1.000

(5) Openness -0.031 0092°  0.011 -0.014  1.000

(6) def 0274 -0036  -0.031 0105°  -0078°  1.000

(7) Debrgdp 0372 0070 -0145°  0112° 0018  0472°  1.000

(8) Instit 0.165" 0018  -0307°  0072° 0024 0299  -0159"  1.000

(9) debts -0.032 -0.027  0.031 005"  -0.009 -0.030 0.086°  -0.051 1.000

(Stata17) geliy @ls e 13boze) 22>l slae] sl

sl e %10.%5.%1 disine $sime JI oba nid

Bty ik 2yl yiiae! yeotis (6-4)

L_gi common unit root yaay Iy Levin, Lin & Chu g Las| alasiwly susgll jie wlylas | sulan
oo yidy I Fisher-ADF jLas g uall clayse 3K § mdl aubge yuiiall clilin Su>g )i 3929
@8y Jgux> (9 zuos0 52 LeS Heterogeneous unit root digall Slsyas (aay (3 usg yde 29 45K
- ADF ;Las| g1 LLC 5Lzl § elgen (10) &yl (0 3lalSiis duslydl il piie 33 ()1 i) (3)

Busgll e Solylas gl 3 Jous

) Levin, lin& chu Fisher — ADF
Variables Intercept Intercept& Trend Intercept Intercept& Trend

GDPg -7.1348%*** -7.20496%** -159.15%** -121.871%%*
GCF -1.31818* -3.93268%** 59.2598 80.0216**
POPg -4.90674*** -5.57149%** 81.6344%** 101.188***
GOV -2.36073%* -2.90132%** 69.9566 82.816**
Openness -3.96649%** -5.89341%** 78.4949%* 69.1733
DEF -2.47023*%* -1.96520** 123.290%** 82.7577**
Debts -2.60285%** -4.69850%** 88.9312** 87.9809**
Debt%gdp 1.46147 -4.79426%** 22.5399 90.7458%***
Instit -.41067 -2.31243%* 57.9363 78.5961**

(Stata17) meliy @iln (e 13lexe! Ul slae] yusall

Al e %10 %5 (%1 Sotus die 2las¥l Lugiall dmys ) * K R
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Ay 7 39 yuods guilis (7-4)

Osedl w3l ;LY Pooled- FEM-REM &iSLudl a7 3la Gkt @3 Bsl i jlas | il s 940 &
(4) 08y Joizm ol sl e wlylas¥) da s cisle a8y Lall J9o 3 sliatd¥) gl e dualind
ais Alias] AWs ol Al A8Me 3529 J) cylal Allg ez iled e (8 puaill Ax s sy 5!
o5 Libas] dasludl zilead! o alislaslly  goliatd¥l gaill e alowdl Ogaall BT dgine Stum
9 Pooled (23505 o Aslacll Fisher jLas| (29 (5 4) Jou> 3 moge 92 LS lylas¥) aad ggo )l
Breusch&Pagan Las | @bji LS <Pooled 7350 54_3)\.5.» FEM 7z 393 AR sl Sydsl 189 FEM
REM 73505 4:lin8l Hausman ;Las| mussl 1y Pooled z3gai 25ylae REM 7355 2uliadl LM test
i3 Lagd AST REM (FEM (3901 SIS 0¥ S0y cptall (o, 8 Joid o5 g FEM 390ty 45,lha
Obas | Al e Gaodll @5 add (LM testy Wald  test (5;Las I (e cliolad) wld aue ACas
Ok ey ey dslg dall ol sl z 393 PN INLY &1y Robust Hausman ;L | gedazy Hausman
Sl pue A meoaat) Joaaddl AliSy Jd=tlly 73 ddl Adols s g1 z 3501l 92 REM 73908
.Cross Sectional Dependence (akall Ll aliw lliSy = byl

BSLudl g 3Laidl yuds il 14 Jgum
PRM FEM REM
Variables
Coef. Coef Coef
.004 .004 .004
GCF
[3.15]%%* [2.21]%* [2.74]%%*
694 .664 673
POPg
[5.14]%* [3.50]%*+* [4.30]%*
-.005 -.007 -.006
GOV
[4.30]"* [-4.30]*** [-4.30]%*
-.002 -.001 -.002
Openness
[-1.62] [-0.93] [-1.29]
-.017 -.027 -.023
Def
[-1.47] [-1.95]* [-1.86]*
-037 -.051 -.043
Debtgdp
[-5.64]%** [-5.10]%** [-5.42]***
-.001 -.003 -.003
Debts
[-0.94] [-1.94]* [-2.06]**
.59 .83 721
Instit
[2.33]%* [1.44] [2.30]%*
-.001 -.004 -.003
DI
[-0.30] [-1.09] [-0.79]
5.921 7.581 6.863
Constant
[7.50]%%* [7.49]%** [7.66]%*
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PRM FEM REM
Variables
Coef. Coef Coef
Obs 521 521 521
Countries 29 29 29
R® 0.263 R' 0214 R® 0.266
F-test 20.312 F-test 14.593 Chi-square 154.977
Prob 0.000 Prob 0.000 Prob 0.000
Wald-test 587.45%** LM-test 1.80e+04***
HR- test 0.41 Prob 0.685 Serial correlation ALM 0.19
Prob 0.6594
Wooldridge- test 0.024
Pesaran’s test 29.853*** Pesaran’s test 30.486%**
Prob 0.8784
Rhausman 2.53 rhausman 2.53
Prob 0.9801 Prob 0.9801

(Stata17) geliy @ls Je 13lazel 21>l slae] syusall
Al e %10 %5 %1 Seiun e Lilas¥) Lgiall Aoy I 96 90 1 45
lias| Ao 013 2use A8Me 3929 (4) 03y Jgiz Bludl Jsuzl pusgl z3geidl @LE Logimtg
sl Joudl Anpls cuiy 2853kl ¥ 59 G3liaid¥ gadly pladl cpadl G %1 Ligins Goiums is
Slacw (re (Sats (A Ogadl e duie pld Ll (Allg Ggpadly Alatll 2elid) Joud) A9 dlyul) digal
ot sl Alzee 280 LLe dm g ¥ Ogpay LlalS (Ll Las aadl Juoly wslsall (e damiad) LludY)
Lyl B8 U Sh9 ety 5ot 41 59 AagSall (g5lall LAY Jugaiy Ogal Silimitue sliud
Syt die @il e Ll dlall (§ 8uslg 3l sl opadl daas Slegdue cealu S (JoY]
G JUL (ol et Ligeams e Wiy (ol Anis slacad coas wlelbhan o o o> %5 dgins
L) gl 2l 8392l 2wdlly Al 25l Anyall Ams le asm Lo ga9 gdully
+ 5oLt gaill ol Busgy Lrudll Bagmdl isly LalS i gaill Alme 285 (3 Apusodl) B39l Apaal
DI elaa)l pmaill (oguases Lol Aasall 4olaid¥ ciluoliad! 3 goyeitiadl 455 i3 e Lginn %1.44
e 0,600 Liginn sue mludl consgl Golaid¥ seill e dusll Bogell Aelasll 3% ey all
= des JUI () ool o L Gl a8l 389 el udd 8yuall lpial) 3L &wddly cladl
die Aglias] Ligine old dyglzxy) 48N POPG oSl gai Juaay Jas Jeadly GCF Lol 1 ST,
285l g 3% Lo 509 @l Lo Ao piintll jdge pilal LS. Jlsall e %1 %5 Lsine Syt
910 Lgian Sotun tic g g ladll
dads %1 Ligine Gt die AungSondl laaill Aslan] AWs 93 gl 500 S92 gd CUIS sl oyLily
oo el Zas cildlate adog Az (e Anyladl claadl) Aaadl osSaell Bl duzgi ga U3 § )
Lol Aaldd) Al peng gpdially (gl JLU (ol Apeis bz e (Lay) Glus e 51
Le @ Blatll A5, 098 el ampe Jaly gine sa Apdss A8 3> wad Hlaall 7 L™ it
i oy lsdly 455l darall Laisie AdeY aldl wilislio e Ulle datad oasiwll 2l Joul)
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pae JWlly cpadl Aeus slacd laball wlusle o a8 ¢ 3t Joadl sda dums G > o > o
gl Uze 285§ Adelsy doalull oo plladll lia (Ses
dalizell z3lad! (s Aol :5 Joua

Test Value Prob Hypothesis
ewld) > 3g0dl ga Pooled 73¢05 :H
F-test 235 0.0002 zigesllse S
A_LA:LA-L‘ CJ}.A.A.”}A FEM CA}A; :H1
wlidl 739011 ga Pooled 73445 :H
Breusch & Pagan LM test 13.74 0.0001 ¢ ¢ ’
cewlid! z 390l 92 REM 73945 :H,
bl 7390101 9 REM 360 :H
Hausman test 6.99 0.5374 aisel 5o REM z3ses Ho
NTI-NLLL‘ C.)}-A-A—”}.A FEM CJ}M 1H1
bl 7 390301 9 REM =3¢ :H
rHausman test 2.53 0.9801 € seill 52 g e

bl z 3503l g FEM 73905 :H,

(Stata17) zoliy s e 13lezel &Ll slac) s yoall

il Joid (e iya ol 18 FEM PRM (23gai (o Aislall o) zuay (5) @by Joda bl Ladg
aie dlias| a5 Fisher-test Lz bl oy FEM anlidl cl sl 7 3508 2odiay JSlall Joudd!
z 3903 7z Las %1 Soiun is Ligins Breusch & Pagan LM test ilias] ool LS %1 Sgime
s il Al diadl ol pilally Al Slladl 23503 (o Aslacl Lasly PRM z3swi e REM
oo IS (Mg FEM z3gai 4550 REM 73903 uliadl auslias| oy ol (Allg Hausman 5Las | dul, ]
438 14 3485 me Hausman ;Las| 0980 u8d clolall ol pue 34 448 3325 REM (FEM (2394
(oYl il cadlgs a8y Hasman jlas | il 485 (e 4<1l! Robust Hausman jLas | gwbas o
) 7390l 5o REM 73903 0l (02a5 &l

85 il 5 Gl REM g3 o sty A 401 ShLasY] paes Losd (4) oy s ol Lay
oty ool ¥ g9 aball Loy cliylall ol pue 3w (o Sl Ll 35S0l HLas¥) plas
Onalises (azdgad Gubas B e Awlyull 4 csld e a9 AsbasYl ulall sl (A memiatd] 420
bl JuegillPanel Corrected Standerd Error (PCSE), Driscoll-Kraay standard errors Lea sail]
(6) @8y Jll Jgull 3 meosd) sl e Asliasy) 2Ll (o dudgige ST

[100]



2025 syl —Wl suall - (62) bkl — ©Oyl5¥1 pslall &Sl Aasls Usme

ERESE N || G.SLQ-L” 6 Jogds

Panel Corrected Standerd Error

GDPg (PCSE) Driscoll-Kraay standard errors
.005 0.004
GCF [3.81]%** [3.370]***
779 0.673
POPg [3.78] [2.170]**
-.006 -0.006
cov [-4.42]*** [-6.280]***
Openness -.001 -0.002
P [-0.97] [-1.820]*
Def -.023 -0.023
[-1.60] [-2.520]**
-.038 -0.043
DEbtgdp [_4.97]*** ['2.260]**
-.002 -0.003
Debts [-2.11]** [-1.680]
Instit 197 0.721
[2.77]%* [1.400]
DI -.003 -0.003
[-0.92] [-0.360]
5.786 6.863
Constant [6.97]*** [8.580]***
Obs 521 521
i 1.279
R? 0.310 slgma_u
. . sigma_e 4.034
Chi-square 135.287 ho 0.091

(Stata17) geliys mlo e 13laael >l slae) yuall
il e %10 %5 %7 Soime dic Aslan¥l Bgiall Amys J) ¥ 5% 555 a5
Robustness test &5l |yl (8-4)
slas Al ciads Sl z3lad) ety Ldl duosdl @ (Al mlad! Zadlay dxuo (e STl
Bl #ews Al The Generalized Method of moments dacall 2952l &30k alasiw! JMS (10 L_g.\.ﬁ’u
Jlag) e @l il @lad Lel LS (Hetroskedasticity ouball wld pase 2 40a 3929 Jl> (& 485 ST
o of Laylael I db eSO 28Ls¥L (Omitted Variables 5 cd,ay Lo of 2upwasdl oyl (aay
JUl IS GMM 7355 dslg aulsls cilpiie (685 a8 8penall ol paall
Yie = @Yie-1 + X i + 1 + vy
2l paneld Sl Aaidll Yieog s
t ol @i Byaell Byuall culpaill dzie Xj
i 305dal) a3l se Al 2y aalall ae ¥ T);
t &l 30 G0 Boyael) ekl us V¢
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Soyall dsl eay cU3 3amy (Slg Baalall e HUY i ae Aasladl A8Mall 5305 7 3getll Buguny
Slpatald BlUall @udl) aluzialy delsadl clls ais @iy SI Jo¥ §yal) clpmiall Lgs g ol yinall
il oMo §a=s ol cx Arellano and Bond (1991) v gudatly Suclue ool paieS 5 yuuall
dl> § 3a=n M Overidentifying Restrictions 5 <ayay Lo jLas| crst o3 (a9 Lol ] Baclull
U5 (e 3l @iy Led Aiagatll s ladl Slpiall sae e ST Aslall s suclall culpaall oS
Gt A5 Aoyl e Al blayl 3929 pue z3geidl 4o cillazi LeS (Sargan test )LasL
Arellano-bond AR(2) dilas]
o0 3l Liria 1 s (7) oy sy ol 32 LoS Lyl Slysiia ol GMM ggas uras
Sargan ;Las | M (e AeMuall cdass udg sucludl Silaaill 4o Ry 739wl Lds Lo gyi
oo Baeladl cluaall dliay Bl acall a,8 Jgud o crag (0.0809) P-value Zod il c
slasy P-value Aeud cily s adudll LLaY A i (0 g 39l 93 bl ool gys1 2
O adand LLy) 3529 puny Blally Lyl poadl (5,8 Jsud @ (a9 (0.0905) Arellano-bond AR(2)
Z3saill Bles o AN Ayl
L] 3 2] Jmgil o5 Lo ST ) (GMM) Zwaall pgiall gseas padas Lle (Luamill il i
13 mat) yaeS @iadll Jiae Lgins corddy) oo ikl LY pas ae LS z3Ll!
B Gt J) Uayl mludl 145 LS REM 7350 3 %10 (e Yoy %1 Goiun e Aslias] dgins
T3 @ Ligine pud 4l CilS Lo iy %5 Sgiua e Aslias] Ligine 3a> o DI elanll paal)
ol Cndolay sy 08 I3 18 Golaid¥l gl (e ad gl Ll (o Logd Lol REM
S LaSsl ol sl gleml 00 6l Hels Blel Loo Zigall Joo (8 Goaal oS1,5 A yd 3ams ataas -
ALl ol 2as ae Jala
s pa s il Joladll o Lion sl goiandl 9 eyl 8yleell dadl 3 3aSomdl Silydige of -
ol Adoat Aacls muatd Layluw Judady alall cpudl

GMMg 3 g ilis 17 Jgur

Variables Coef.
155
GDPg Lag1
88 [3.26]***
.005
GCF
[2.30]**
.909
POPg
[3.67]***
-.009
GOV
[-4.20]***
Openness -.002
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Variables Coef.
[1.29]
-.043
Def
[-2.88]%*
bead -.083
Debt
-.003
Debts
[-2.02]%*
1.443
Instit
[2.22]**
-.009
DI
[-2.30]%*
8.446
Constant
[6.61]***
Sargan test 0.0809
Arellano-bond AR(1) 0.0000
Arellano-bond AR(2) 0.0905

(Stata17) meliy @l e 3lerel ALl slae) s yiall

HJJ:}K.” d"" %10 %5 %1 Sgiuin Jis ML@}Y\ a.l}ull\ El?).\ J‘l xR &***Mj

Adaiud | &gmdly Sluogilly mld! (5)

mldl (1-5)

Ol e S A igaalll 13 Aol Agalidl Joudl Bolaz el ue HLas | ! &yl bzl

81518 s)luiely soliaid¥ gaill pead aladl cuall Cadsgs e Apalidl Joudl ciSas Ja &8 yn09 &palisd!

gl (e Adyde Bal> ($ Llsaly Joadl sda Jal Jasl 4l ol golimis¥l LLadll duz st &l

A bl § dedl Ll Juoss @1 @bl wal jlm) (Seas
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Sovereign Debt, Economic Growth, and Institutional Quality:

Evidence from Developing Countries (2006-2023)

Dr. Nahla Fathy Mohamed Amin Salem

Abstract

The current study aimed to examine the impact of public debt on economic
growth and explore its feasibility as an economic tool to promote the growth in
the developing countries. The study used a sample of 29 debt-burdened
developing countries from 2006 to 2023. The study employed the public debt
variable as a percentage of GDP to test the impact of public debt on the growth. It
also utilized a lagged debt service variable to capture the cumulative impact of the
debt service burden on the growth through period. The study also used an
institutional index, which was composed from three sub-indices: control of
corruption, government effectiveness, and the role of law, to examine the extent to
which institutional quality in these countries contributed in controlling the use of
public debt and directing it to push the growth. In addition to several control
variables affecting growth were used. Comparing static models using different
statistical criteria, the REM model was chosen to examine this relationship, and
the results were confirmed using the GMM model as a robustness test. The results
revealed that the sovereign debt has a negative impact on economic growth at the
1% significance level in the study sample. Moreover, the study results found that
economic growth was negatively impacted by the debt burden represented by
lagged debt service payments at the 5% significance level. The study also
concluded that the governance index was ineffective in mitigating the negative
impact of sovereign debt on the growth.
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