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K
MES, = ay + a,FP, + Z arfr XE + u, (1)
k=1
K
MES; = Bo + p1FP; + B, FT; + k—1ﬁkxg( + U (2)
K
MES; = yo + y1FP. + v, FT, + y3(FP, X FTy) + k—1’8kXé{+6t (3)

t=1) S ot 0ol e A I SLBY) ) ) 5 e i (MES,) <
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MES; = By + B1FP; + Bo,FT, + B3FDI; + B,DI; + BsFD; + feMS; + B,ED, (2)
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MES, = Ay + A, FP, + A,FT, + A3(FP, X FT,) + A,FDI, + AsDI, + A,FD,  (3)
+ A,MS, + AgED; + €,
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Sl Jleal) Aaall SLaiia¥) Meals < pume ) 32805l bl ial) laiinY)
Garll (5 sinal S5 58) aldll plhdll axiall sl GVl (il e
e Al aladl gl leal Tl s o 3 pall alid) (33 & jla Jhaiall il g ¢ Ml
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Ban g e bl "eabaBY) ) jEuYl/AbaBY) phlaa jhiee Je sladeV) a3
Ay (S LBy ) E) il el e el (PRS) Al Shlad) e
(LB saill (5 sina 5 ¢ Atall Ul e 3 Al Canal gad) (A 5 O dse el e ()5S
50 — Liall o 4l 5l 5T 5 (olad) Cluadl dua s @A) sall Jae 5 aduzill (5 gl
8ol ) ey pdisell Aad (8 gyl (L as Alle lalia ) jiis dedl) 5l Sy
AplaiBY) Hhalaall (5 i (alias] ML 5 BV ) EuY) (5 s

(Descriptive analysis) <l Jalaill 3-4

Gl Y Aeadiall < jriall (adli 8 aalud cililul) Aallas (e 45l Als je o8

Asiiasy Jhas Clagll o Gdadll ddaill dedy s g ey Lgdel 8 Jey ddasa
ALy

Clibll Alaal) ciua ¢l 1-3-4

Lhea )l Clelany) aladiu) St il )l 23 sad Gl e Gailad 5 dagls 43 el
A S pall de 3l Gaplie aad lary Al Jansslly oleal) hawgll Jlee JUlS Al
DA 5 B g V) aad) ) ASLaY L el anlie aal ey A (5 jlmall ol a1
(10) &8 dSly (4) o) dsanll (8 mage o LS bl o gu )l 5 ¢ aaidall a5l

2020/2021Q4 — 2006/2007Q1 Al ,all il yxial  JSluasY) a5l 1(6) J9a>

o)

Unit Obs. Mean Median Std. Dev. Min Max  Normality test

Dependent Variable:

Macroeconomic Stability (Scale 0 - 50) 60 35.12 36 3.848 22 42.5 [28.006]***
Independent Variables:

Total Revenue (% of GDP) 60 1235 1205 7.378 2.8 28.1 [3.9198]

Tax Revenue (% of GDP) 60 7289 7.12 4.273 1.74 15.66 [4.1599]

Total Expenditures (% of GDP) 60 1799 16.35 9.809 5 36.2 [4.2479]

Grants & Social benefits (% of GDP) 60 5.963 5155 3.819 0.77 13.99 [4.5068]
Moderator Variables:

Government Transparency (Scale0-100) 60  32.27 323 2.741 27.6 37.4 [2.3864]

Budget Transparency (Scale0-100) 59 3191 375 15.16 3.8 51.9 [6.2267]**
Control Variables:

FDI, net inflow (% of GDP) 60  1.302 1.1 0.642  0.45 3.47 [68.567]***

Domestic investment (% of GDP) 60 3.929 3.815 1.065 1.72 7.1 [7.1162]**

Financial depth (% of GDP) 60 69.28 67.64 8.045 5505 9038 [4.5912]

Money supply (% of GDP) 60 1125 1128 1.283 853 13.6 [2.2099]

Total external debt (% of GDP) 60 2067 1685 7.733 1161 35.09 [6.9157]**

Note: *** indicates significance at 1%.
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o gin i) 5 S w5l 8 G 5 ) 55 ¢ Al aladl e J Y1 a8 (S
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day in (ma¥l Ll @l leiiay) Jie) (alall g Uaall asidl sl olaiiy)
S5 €2011/2012 Ml plall J 531 o W (B @l (g0 55,196 451l 5 4l Aad Y
ALl g Al dad ol ) Jeas i laiiY) anad 3 graa Jaa Dl @l jlaiiud) e e
2 s il 3 Ty aany 23<2015/2016 Jladl plall sl 5l o M b =il (50 90.8%
pladl b idll aly Jully Ul e 81.3% Al 3yl Alehy Jay Sin Uagaa g
Ja 138 5 lil) (e 69.3% el Geall e Qo alall g Uaill aiall ol Glasidl
(g aal) LB el Braxill (o drdli o da jo o

- 8.5%0) (i Lo sl i il e 38 pall i) il DA 7 A (g8l (i g yaall dpuailly Ll
& L) Gy 138 5 ¢ Aaall & Jaa) (10 11.3% i ple Jan i @l 5 (13.6%
O Anhy Loy calall (g ginn g L5,Y (535 Laa pilal sall (gl (8 (2Rl (g jaall 48
il (5 gl g lai )

i) 3 s A cpall 6 gt () SN (e aaid oo LA aladl Gall Al of
G M A il (e 11,79 A Al all 5 538 Ay 8 ) s (00 22.1% O
¥y 85 e oa Al cpall Alade @) Gl axy (K15 <2014/2015 Il alall
s «2017/2018 Al plall 2 N gl (8 @l (50 35.1% ) dumy 5 S
Bl Ales (8 32.6% () G ) 5
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A5 Y 4 shas 2-3-4
Gl 5 el Hall 73 s Gl e G e LY Jilad e g3 (531 (5) s I JEYL 5
O Lo Bl )Y dalee 5l s 5 «(bivariate correlations) el 4008 cilals HY) alaainly
oSl ey el HY1 480 38 (g0 Jalaall da S Cas (1 - 0) aaal) aal ll 5 diall
O Aglany) juleall Gigy e ol 4k CulS o pu Ll )Y A8e olail 5 LAY
50%) c e sl Al il )Y ety éddmna el ) Jiai 50% (e JEY) ildalis )Y
A L) iiny 70% slats Bl ) (sl Lal ¢ 58l Ao gia el ) Jiai (70% -
2020/2021Q4 — 2006/2007Q1 ¢usl yall &l yaia Gy Il Y1 b sauca 1(5) S92
1) ) ®) (4) ©) (6) ) (8) 9 (10 (11 12

In Macroeconomic Stability (1) 1

In Total Revenue (2 -0.229° 1
In Tax Revenue 3) -0.282° 0.988* 1
In Total Expenditures (4) -0.324" 0.983* 0.989° 1

In Grants & Social benefits ~ (5) -0.229° 0.953* 0.941* 0.962° 1
In Government Transparency (6) -0.151 -0.086 -0.059 -0.045 -0.196 1

In Budget Transparency (7) -0.039 -0.005 0.051 -0.052 -0.102 -0.391* 1

In FDI, net inflow (8) 0.265° 0.115 0061 0.004 0.053 -0.306" 0.268" 1

In Domestic investment (9) 0.146 0.479° 0.472% 0.421* 0.490° -0.396° 0.307* 0.596* 1

In financial depth (10) -0.461* 0.331° 0.349° 0.362° 0.184 0.635° -0.196 -0.129 -0.161 1

In Money supply (11) -0.195 0.363° 0.311" 0.393° 0.497° -0.207 -0.543" -0.021 0.142 0131 1

In Total external debt (12) -0.133 0.053 0.087 -0.002 -0.178 0.269° 0.493* 0210 0.004 0.398* -0.664* 1

Note: a, b, c indicate significance at 1%, 5% and 10% respectively.

toh WS e panl) il el (Say
Lo el )l ga g Tl caglill paiall g Adiieal) <l pacial) G cillald S0 Al o
Ay ,Y) AL gl ) paie G 10% <59 6 siase 2ie Giliaa) JI LSy Aigan
D)l Ul ) 4dlad) dd) @l ppaie ST o Jaa Dl LS ¢ JISH SLa®V) ) jii) e g
ol ¥ 4y ¢(-32.4%) aw bl ) Jaleay Ae Sal) lagil)  Jaa) cuils ST sLa@Y)
Gl jall g miall g Slle Yy eclal oY) (Mas) (5 uiia o3 ¢(-28.2%) Jalaay dun puall
Loy Alall Aubid) (ggine 3ab) OF ey 13y (-22.9%)delre Lelainy)

o2 5ty o I SLaBY) )l (g gise & alAIl 4 Jadi e il ) Y
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e g el Ay Hal g Al jall Cilaa 8 ae (38155 Y 5 6 ) ians dadla Aagil)
Gl s Jlee ) il ys0 (e Adpie G (o i Ay g aoy Gl el el
AL Aulind) il de sl d8lialL ddgalaiay)
lyman nSe Unli )l Uyl 2aid saglill piiall g 8 jaad) ol ptiial) (o cildalesi S Lol g o
Ll )l Jaleay de sSall A88ED (o G s S DL ) i) G Tilias) Jlo e 4SJ
sl (5 e Tyl o Jaadl Jially s (-3.99%) Jabaay 433 sall 4lii 5 ¢(-15.19%)
Al ey (pdela) Ra ddman e CulS day )Y AW Al @ psie 4L
Al AELAl e (A adl ye Q) ) dudaled) b V) oda a5 8 cLilias)
) Ll IS e ol LS
Syl i i) o Jaadls cadlil) paiial) g Adagliall il pdial) ¢ cildals D daudlly L o
G e e bty 4l (ially el Sl (5 mie ge Gajh dag ;K
DK 2 WS (e all aall s caiil) (a g peall g ¢ el Banll) dailizall il yurcial)
5) Bl daleay Ll Geall G KU Slami¥) ) sy Galg ) ddajlall @l il
silaall Y LY Y il 4y (106 5 st N Lilias) Jla 585 ¢(46.1%
Ciliaa) Ay e b il V) AL Wl <504 aie Lilas) Jla 585 ¢(26.5%) Jalasy
Gl Ll «(14.6%) (Aaal) Jliind) o5 ¢(-19.5%) sl (i s ymall & Aliaiall
(-13.3%) sl cpal
g Ol o ¢l Lpudany ae Aliiocal) il paaiall ¢y Jali Y1 cblalaal dpuidilly T80 9 o
Anderson J @8y «s 8l dan e g b G Le i gl 5 08 Cllalis HY) o2 S Mlaa
AUSEa) 73 gaill i pai Juainl ) 38 8 0.7 Ge LSV Bl ¥ Bldas (6 (1990)
bl #5239 A Juaial ol e shall &5 o) ool @y Jall g o daddl #1559
Al all 73 5a8 Gl pxie o (Multicollinearity)
D) e il Aaadd) 5 Adla) Al il dae el Hlal cilals jY) sda  Jaed Ul
CHEMall 03g) Aisma Aidne Ol L) (52ed3 Ay graa Lgie it W5 g puaall ISH ALaY)
0 Sl alaaial Ja¥) 5 jal Ll s Jlee ) il sal dendival) Judladl G el Tk
allal) bl Judle IS jat e Jadd dpan gall Gl puadll () K4 3 jlasid ALRYL A s
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adl Jstn Wl Al A3 Jrny Loe cidlall 286211 (5 e 8 Bl ) sull ZELYL

sl el g o) Julail) 4-4

Al Jal1 sl Saabipall 31 eliaing] 5 dgie 31 dudlall dala 8 4l all e
Alall LALAN Jainall § jaall sall Cany (G35 ¢ puan (8 SN SLBY) ) e e 4l
s meie aladinly @ jisall JolSil) e sobaB¥) )l L) duld) A b
<l il S plassy) aladin) e Sl The Bounds Testing Approach sl
.The Autoregressive Distributed Lag (ARDL) 4c ) gall ¢Uasy)

paad s Judladl oda S o Wl (Beall iy ol puiall A jidiall JalSl) Gkt i
Gl ade T 5 g 5 AU (55 dl) 8 ASla Cul Ll e ST 3 gl (A Al IS JalSS
Gy b D cdaadiial) Al pall &l juaie Sl g paibad CaDEAY Tk g (ARDL)Auis
lales Jie 4y jlame dpie ) Judls @lligh (s jbinall 3a gl Haa jlial) aladiuly Tapes 1 S
DsnS e Alad Jadls ellia ety Apia¥) s dglaadl ol jlainl) 5 o S SLaBY) )
e ) Judls @llia Jia) g e LA aladl cpall dladi g 45)) gall ddlad dlule Jie 405
Gl iy Ml )Y Al Al ol i Jio o dpanige < juad e (S
ool LS el 5 s JST il 3am gl j3a SLA) aladiind <l juriall 038 () sSas Jsa (381
s Jral) Bas gl da JLad) oY f

<) el aal< (ADF) Augmented Dickey-Fuller Jlia) aladin) aius e
Fuller & zase s LSy ¢osSadl e ol Aanhll & ganll 8 Galadin) sl da
Grniudl (e aily (RobUst) 458 35wl Cuad saall jia )l s (1976)
(PP) Philips-Perron (1988) JLid) aladin) by b gur (AUl 5 32a2te ) HLIR) a2
D)) el (o bl Bas gl jaa <l Lial aladin s 4gle 5 el e (e ST
(Il Bardl g ¢ laall L5 ¢ pliliall i) il 5 o MK Slaiy)

(PP) Juia) sk Lty «ull s vl 5 Libiaa) Jits Uadl) s o o 4Ll ) iae (ADF) L) 558 o
& 33U (ADF) JUEY t sbany ot s6d il dlaall as 8 3 Bl ) 253 50 et (ADF) 48kl apend
aslhas e J8 258 jlae )
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Augmented Dickey-Fuller

Phillips-Perron

Variables Intercept Intercept  None Intercept Intercept None  Results
& trend & trend
In Macroeconomic Stability ~ -3.7183° -3.6233° 1(0)
In FDI, net inflow -2.0384 -2.2934 -2.0216°  -3.2610° 1(0)
In Domestic investment -2.0259 -2.3256  -2.2009" -4.4676° 1(0)
In financial depth -1.7065 -2.3701  0.4159 -2.8997° 1(1) / 1(0)
D(In financial depth) -2.9792°
Critical Values ADF PP

1% -3.5461 -4.1213 -2.6047 -3.5461 -4.1213 -2.6047

5% -2.9117 -3.4878 -1.9464 -2.9117 -3.4878 -1.9464

10% -2.5936 -3.1723 -1.6132 -2.5936 -3.1723 -1.6132

Note: a, b, c indicate significance at 1%, 5% and 10% respectively.

Sie of e (PP) 5 (ADF) ki) Gl (6) s (A OSl) @l (e ey
i) ea) 5 328l gl ilall a1 laiin¥) cliby il g o JSI SLaBy) ) il
FEl s ¢|(0) daull (e (plalSia agil s ((Level) s sivall die (piSLa | 5ilS daladl)
die (Sl 4ils (PP) Jia) sedal Laind ¢ Jlal) Gaall piie ()5S da 50 (8 ) LEAY) Calial
OSLas el 138 S o) gas L5 5V A ie (Sla 45l (ADF) JLia) Ledal ¢(g siual
OY ey CARDL osbul alasin) 20lSa) e S o 1368 «Js¥) Gl 5l (s sl die
1(2) S Gl e BSLu G el Bandl jaie o) e ) ¢ LsaY)
A ) gusS 2929 OB B Baa gl yia Lad) oGl

Dhiia) Jaas dia 3l Judlal) 8 A0S Jaal 8 51 )5S 29a s O Perron gl cus
RIS Ban s da olaily e (9585 gl aanl) (i (b pre sad ek gulil (ADF)
Zivot sl s Dickey-Fuller with breakpoint Jbia) e dlaie Y o o8 g ddle Teli g
S Al (58 Laie dllys Perron JWRY ekl (She ol & Andrews (1992)
s e e sl (endogenously) tals ki aal 5 S

S i sy db dsaa g s L) dee & Gasw (10) JSA e alaie Yl
padl Cpall (leal s gaiill G pmally i)l sall Adlads dpesSall LALAN Gl il
s Aedal 455 2015/2016 ple el oSl 5 5S GF JSAl e @855 Cas (o A
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Lagd g b puall yrw Al 4 Clagie o€l cl 1562016 ale saad st gl (8 Copeall jau
(S S asa s ae b gl jda LA & Jgaa

SR S 539 (B Ban gl da LS il 1(7) s>
Break Type: Innovational outlier

Specification Dickey-Fuller
Variables Basi-c Intercept Intercept & trend Results Year of
Breaking Intercept  Intercept  Trend Break
& trend
In Government Transparency -3.7053 -3.5097 -3.8256 -3.6527 I(1) 2015Q1
D(In Government Transparency) -4.0225 -4.6657 -5.9489%
In Budget Transparency -2.2889 -5.7746° 1(0) 2014Q2
In Money supply -4.6431° I(0) 2016Q2
In Total external debt -5.0410° 1(0) 2016Q2
Critical Values
1% -4.9491 -5.3476 -5.7191  -5.0674
5% -4.4436 -4.8598 -5.1757  -4.5248
10% -4.1936 -4.6073 -4.8939  -4.2610

Note: a, b, c indicate significance at 1%, 5% and 10% respectively.

Aa)) pall s Gl pwie ol S s 2eas Dickey-Fuller JWial el cus
sl s ¢(Level) s siaal i SLa 1538 o A lall Gl laal s sl s
ISV Gl sie (Sl Age Sall A8EN i OIS (Jiadl iy 1(0) daLdll (e allSie
2015Q1 ale (& S diw culS LS (1) daall (e JalSie 431 T ¢(First difference)
2016Q2 sl s i3l sal Ldlas Luid 2014Q2 ales e sSall A8l yiid Aol
et 5 Ol e A il e a5 o Al aladl ol Jlaa) 5 (g aill (a5 yzall (5 pncial
o2 g Lgiag Al Cledall s A<l 5kl e b planall A jall 2300 8 Cul i) g,
) yl)
(o gall Baagl) Hda jladl) GG

Ay sale 5 oy ysall ol e sall sa A3l Judlall clily (8 degall ualiall aal ()
Gl aae b ey aay daio ) Judldl Zilad alaze A 250 8 5 Toan sall e Jaladll
O Sy el Ay 5l il sSall JA13 g dans (58 O 8 Baa ) D3 g 58 (e Aiala
Go STl aal e Bas gl Hsda asay daad b ade y cclalinuy) By are ) gag

sansll s il dig el GURY) e de sene §oase sb dpawsall ol
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ez (Traditional HEGY) L) e alde¥) ot agle el cipan sall
D) aladiuly 4t aSl siwy o(Hylleberg, Engle, Granger, & Yoo, 1990)
Jal e alde Wb ¢(Canova & Hansen, 1995) ¢« ¢_isll (Canova-Hansen)

o Ay )Y Al ) il pans ga B2 5 da il A Jae & o guid (10)

(i gall Ban gl jda Ll @il o(8) Jyaa
Seasonal Deterministics: Seasonal dummies.

Traditional HEGY Canova-Hansen
Variables Result:
None Intercept Igi:gﬁzt None Intercept Igi:gﬁgt esults
In Total Revenue 21.998% 0.7726 0.7726 0.7370° 1(0)
In Tax Revenue 21.008% 1.0418° 1(0)
In Total Expenditures 22.632% 0.4225 0.4335  0.2590 1(0)
In Grants & Social benefits 18.669° 0.7920 0.7920 0.3923 1(0)
Critical Values
1% 5.82 5.82 5.96 1.350 1.350 1.140
5% 4.02 4.02 4.27 1.010 1.010 0.817
10% 3.26 3.26 3.55 0.846 0.846 0.678

Note: a, b, ¢ indicate significance at 1%, 5% and 10% respectively.

Canova-) s (Traditional HEGY) _Jbia) 3 @abadl J gaal) m5l (e poialy Cus
Clal ¥y e sSall il ) Maal) A )Y Al Aubudl @il e of e (Hansen
vie (Sl 158 (e laia¥) bl jally miall 5 acall diyg e sSall Claaill  Naa) 5 o )
1(0) A (e (nlalSia agil 51 ¢(Level) s sival)

Sl Aaadiiusall Al jall & e O BB & Sl Jglan 2l (e oy el 8
i) acyy L <I(1) 51 (0) O e lpriadl G (ol laa JsY (31 5 (s siusall 2ic
(ARDL) 4c j sall elary) <l yial SIAN jlassy) 4y

il 13) Lo lials Y sl a8 ARDL geeial Gk <l ppaiall (s @l yidiall JalSill o) Y
zisai ) 8 el o bl JalSill gl Aol @l piie u JaY) dlsh Al aa g
ey 21y (UECM) Unrestricted Error Correction Model) xéd) e Uadll momia
critical As_all asoall Gaca Al gaall Al & gusall F— stat ded 4 lie @ik e
i A gaal)l eV aall Aad (e 5T A sunall F— stat ded cilS 138 s sl bounds
O & jide JalSidiNe @llia ol ol cdaall Gadll Jsds oedal) (a il (2 ) &1 Allall o2
S 2 e (e JB1 A snall Fostat e <l 13 sdlld o Gl e 5 ol pyaial
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O doide dalSiasa g aie el Al eaal) (il Jo o Alad) oda 88 A sand)
Al o 8 o oY)y AoV aadl dad (4 sunall F— Stat e e s 13) el ol jpzciall
JalSS llia IS 1Y) lee paatl ) 3 NS e 358l ade ey e gunae e Al (<8
Ande e Sl ppsiall (g & yide

oY) Aok A8l i o iy @l (8 o jide JalSE ABe d5a 5 e Biadl) amyg
33l (Al sl) aladin) A e Gld Sy Uadl) mosal 3 gai i ) ALYl oz saill
gnal zhsa Cua (Jal) Al gl A8l e Lgale Jgeanll o8 Sl gy Baal s el 8 i
zomaai 2 Al Laiy il Ja1 Clelea iy il Y1 ¢oiisaal 41 (ECM) Uadll
Jai Ao Guly sa 5 i) maaaal Floal Ay Jalae G Jich 3 (ECT) Waal
0580 O a ot Lo sa s Jaghall Ja¥) (8 o515l oladly uaill Jad) e 3151 (8 JOEAY)
Wil maad 41 0 () dashall Ja¥) (3 A8l i i) e Sy ad) s Wy U i
(Z3520 32 9> 5a

zasall 2gn e U ey COlbaall i 8 ARDL z3sa alaainl Jé oSl
Al ol Hal) aladiuly elld 2 5 daliaal ulal) JSUie (e o sla 5 Jalaill 3 aasiiual)
ol Al Add) 5 ol el Gkl ) JEBY) o o5 a5 ¢(Dilagnostic Tests)
Agladll Jaindl 3 aall/danall ol Gimy N ALY s peadl) S SLaBY) )l i
(a4l Al A8 8 AL

S LBy ) i Ao Adlal) Aabpadd) 51 pads e

D)5 L Al (n JaY) Alisha A8l s il (9) ad) Jsaall s G
Jalaa e Jaidy (53ll 5 cladl) memal 73 sai il ) A8LaYL 138 ¢ jaaa o ASI) o]
2l ase o Jead) Jiud s Al )l @l psid uadll Jal) mis dadll mmas
2 e e A )all J W) 23 saill G it (& jidie JalSEABMe 35 5 (520 (e (B
(Balexd) AVAN) 39V aaas Tyl 5 (V) 23 sl il jlasaV dpa Sl f dpapal) el jluay)

(Y]l L Lghiiad 8 Al Ayl
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Uadl) st 73 gad g Ja) Al gla A8Dad) A SLaBY) ) i g Adlad) Alpad) £(9) Jgin

Dependent Variable: Macroeconomic Stability

Regression (1a)

Regression (2a)

Regression (3a)

Regression (4a)

Variable Total Revenue Tax Revenue Total Expenditures Grants & Social benefi
Coeff. t - stat. Coeff. t - stat. Coeff. t - stat. Coeff. t - stat.
Long-run coefficients
In Fiscal Policy 0.5825  9.593*** 0.5432  7.858*** 0.4519  6.019*** 0.2963  3.497***
In FDI, net inflow 0.1395  3.852*** 0.2694  10.49*** 0.3053  12.11*** 0.2473  4.918***
In Domestic investment -0.7743  -3.275*%** -0.6086 -3.206*** -1.1437 -5.939*** -0.4691 -2.122*
In Domestic investment 2 0.4190  4.308*** 0.4204  5.206*** 0.5992  7.552*** 0.3438  3.441***
In financial depth 0.1244 1.724 0.1547  2.108* 0.1739  2.883** 0.2508 2.271**
In Money supply -0.4660 -4.364*** -0.2101 -2.184* -0.5869 -5.534*** -0.6299 -3.765***
In Total external debt -0.0719 -1.909* -0.0732 -1.910* -0.0733 -2.129* -0.0074 -0.193
Constant 2.7686  7.694*** 25977  9.465*** 27742  11.64*** 3.5628  12.77***
Error correction coefficient
o; -1.2286  -18.53*** -1.4266 -23.42%** -0.8697 -47.64*** -0.9447 -28.76***
Short-run coefficients
Macroeconomic Stability (-1) -1.2286 -11.76*** -1.4266 -13.08*** -0.8697 -21.64*** -0.9447 -13.30***
In Fiscal Policy 0.7156  7.317*** 0.7749  6.213*** 0.3931  5.983*** 0.2799  3.841***
In FDI, net inflow 0.1714  3.996*** 0.3843  9.416*** 0.2655 11.10%** 0.2337  4.741***
In Domestic investment -0.9513  -3.589*** -0.8682 -3.546*** -0.9947 -6.627*** -0.4432 -2.207*
In Domestic investment 2 0.5148  4.820*** 0.5997  5.936*** 0.5211  8.594*** 0.3248  3.692***
In financial depth 0.1528 1.736 0.2207  1.984* 0.1512  2.876** 0.2370 2.377**
In Money supply -0.5725  -4.227%** -0.2997 -2.070* -0.5105 -5.461*** -0.5951 -4.175***
In Total external debt -0.0883 -1.907* -0.1044 -1.811* -0.0638 -2.101* -0.0070 -0.193
Constant 3.4016  6.027*** 3.7059  7.376*** 2.4128 9.072%** 3.3659 8.471***
Key Regression Statistics
F-Bounds test 25.441%** 35.298*** 140.08*** 51.073***

ARDL selected model

(2,4,3,4,4,3,4,4)

(4,4,3,4,4,4,4,4)

(4,4,3,4,4,4,4,4)

(4,4,4,3,4,4,4,4)

1) Breusch —Pagan -Godfrey
2) Breusch-Godfrey LM test.
3) Jarque-Bera

4) Ramsey RESET Test

1.0482 (0.479)
0.6248 (0.549)
0.5126 (0.774)
3.0655 (0.100)

1.5519 (0.219)
0.9723 (0.415)
0.2173 (0.897)
0.0943 (0.759)

0.4184 (0.977)
0.2452 (0.788)
0.1811 (0.913)
0.4569 (0.516)

0.6155 (0.869)
0.8987 (0.445)
1.0954 (0.578)
0.6093 (0.455)

5) Autocorrelation No No No No
6) Stability test stability stability stability stability
Adjusted R-squared 96.5% 97.9% 99.5% 98.7%

Fisher test

40.143 (0.000)***

57.935 (0.000)***

231.39 (0.000)***

91.151 (0.000)***

Practical significance for Fiscal Policy: Effect Size (Cohen's d)

In Fiscal Policy

2.6866 [Large effect]

2.2007 [Large effect]

1.6857 [Large effect]

0.9794 [Large effect]

Note: *** ** *indicate significance at 1%, 5% and 10% respectively.
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CUSUM & CUSUM of Squares ¢s_kis) @l 1 (11) Js&
Regression (1a)
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Regression (2a)
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bl G JaY) Al gl 4 ) 55 ABe 2gn s 1y Ly ol il gy panll (m jh i
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L et 4SS (e 3l dpuldl) Zilail) gAY dpaal) cl i) @l WS
(bl sl it sl o e Ja LS ¢ 8 sall il Lals ) Al 5 ¢l
bl i ) Al (zalall ) <Al daaa) aidle JSG ddase gl o
pee Ll 8 Aaalie <l s ) ol 38 S 5 ade) e AlSia Gy gl 2 sm e deadill
Baglaall (lall L WSIA g genall laaY bl JSAN g A Tohi (Gel e
(CUSUM of Squares) 2 sbaal (8l sl las sl (oSl g sanall jL331 5 (CUSUM)
aaiisall 23 galll 8 Lalaw) 5 1) i) ol Ml (50 5 siase 2ic dajall 3gaal) Jila
mall Ja) il Jy shall Ja¥) gilis o

gl udd Lae ¢(R?) Jaxal) ol Jalas da ¢l ) dalall cilebian) Cona gl LS
= 99.5% - 96.5% i Le 7 siall JsY) Al pall 23 gai ) G ¢z gaill 4y i) 3 48l
=8y S (Fisher) »&d jlid) sl WS K LB ) jain) 8 Gaad Al G paad
6 sie e JSS axdiuall 73 saill dplian) AV 3 50 Qo) G 8l Jsdi 5 geaal) (a4
1%
D plani) e aladiiud Aty )8 MAS) (e l Y ol il e Tel
Sle daiy 6315 ¢ ealaBYI )1 5 Al Auansdl G Ja Y1 5 il 5 JaY) AL sl A8a
Laig edgesSall bl Y1 Jlea) sriar (13) Js¥) laasyl ity dum ol lasdl o)
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Dependent Variable: Macroeconomic Stability

Reg (1b) Reg (2b) Reg (3b) Reg (4b)
Variable Total Revenue Tax Revenue Total Expenditures Grants & Social benefi
Coeff. t - stat. Coeff. t - stat. Coeff. t - stat. Coeff. t - stat.

Long-run coefficients

In Fiscal Policy 0.4902  4.768*** 0.5770  3.816*** 14319  9.640*** 0.2085  3.092***

In Government Transparency 0.7418  6.481*** 0.5580  2.904*** 1.2736  8.127*** 0.6543  3.396***

In FDI, net inflow 0.0860  4.123*** 0.1340  3.861*** 0.1015  4.537*** 0.1603  3.353***

In Domestic investment -1.4046  -4.951*** 0.0789 0.391 -2.3041  -8.245*** -1.8534  -4.809***

In Domestic investment squared  0.5466  4.602*** -0.1160 -1.560 0.8754  7.824%*** 0.7042  4.365***

In financial depth 0.1849  1.256 -0.2772  -1.671 -0.0861 -0.540 0.1989 1.460

In Money supply -1.1302  -7.991%** -0.3192 -1.871* -1.8763 -9.103*** -1.2182  -6.264***

In Total external debt -0.3219  -6.493*** -0.0844 -1.480 -0.3664 -6.146*** -0.2548 -5.274***

Constant 3.5984  8.902*** 2.8806  4.221*** 2.6447  6.040%** 49509  8.930***
Error correction coefficient

©; -1.4378  -17.66*** -1.0865 -10.02*** -1.1227  -17.16*** -1.0279  -14.50***
Short-run coefficients

Macroeconomic Stability (-1) -1.4378  -12.31*** -1.0865 -7.591*** -1.1227  -8.811*** -1.0279  -7.148***

In Fiscal Policy 0.7048  4.350*** 0.6269  3.341*** 1.6076  8.454*** 0.2143  4.114***

In Government Transparency 1.0665  5.393*** 0.6063  2.696** 1.4299  7.100*** 0.6726  3.099***

In FDI, net inflow 0.1236  4.035*** 0.1456  3.489*** 0.1140  3.864*** 0.1648  3.063***

In Domestic investment -2.0195  -4.429*** 0.0858 0.394 -2.5869 -5.629*** -1.9052 -3.581***

In Domestic investment squared  0.7860  4.159*** -0.1260 -1.598 0.9828  5.497*** 0.7239  3.317***

In financial depth 0.2658 1.244 -0.3011 -1.652 -0.0966 -0.540 0.2044 1.472

In Money supply -1.6249  -6.725%** -0.3469 -1.911* -2.1066 -8.382*** -1.2522  -7.262***

In Total external debt -0.4628  -5.525*** -0.0917 -1.489 -0.4114 -5.506*** -0.2619 -4.129***

Constant 51736  7.918*** 3.1298  4.112%** 2.9693  4.636*** 5.0891  5.821%***

Key Regression Statistics

F-Bounds test 19.957*** 7.4513%** 19.625*** 14.270***

ARDL selected model (4,3,3,1,4,4,4,43)  (1,4,2,1,0,4,1,4/4) (3,4,2,1,4,44,43) (42,3,3,4,4,1,43)

Adjusted R-squared 94.9% 86.9% 95.1% 92.1%

Fisher test 27.057 (0.000)*** 13.533 (0.000)*** 29.712 (0.000)*** 18.730 (0.000)***

Practical significance for Fiscal Policy: Effect Size (Cohen's d)
In Fiscal Policy 1.3486 [Large effect] 1.0793 [Large effect] 2.7266 [Large effect] 0.8746 [Large effect]

In Government Transparency 1.8331 [Large effect] 0.8214 [Large effect] 2.2987 [Large effect] 0.9605 [Large effect]

Note: *** ** = indicate significance at 1%, 5% and 10% respectively.
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Dependent Variable: Macroeconomic Stability

Reg (1c) Reg (2¢) Reg (3c) Reg (4c¢)
Variable Total Revenue Tax Revenue Total Expenditures Grants & Social benefi
Coeff. t - stat. Coeff. t - stat. Coeff. t - stat. Coeff. t - stat.
Long-run coefficients
In Fiscal Policy -4.9789 -2.255* -13.585 -2.292* -2.8399 -1.657 1.8913  4.424%***
In Government Transparency ~ -2.9914 -1.931* -7.1066 -2.101* -1.8989 -1.368 1.2888 6.316***
InFP xInGT 15591  2.516** 3.7532  2.301* 1.3787  3.081** -0.5129 -4.287***
In FDI, net inflow 0.2419  2.201* 0.8016  2.895** 0.0441 0.714 0.2097  5.275%**
In Domestic investment -1.8208 -5.768*** -3.1449  -4.626*** -3.3988 -13.33*** -0.9734  -2.829***
In Domestic investment squared  0.6559  5.558*** 1.0490 3.696*** 1.3360 11.51*** 0.3413  2.266**
In financial depth 0.4619 1.677 2.0039 2.180* -0.2243 -1.462 1.0085  4.700***
In Money supply -1.4582  -5.571*** -3.0822 -2.859** -2.3566 -12.60*** -1.5877 -7.599***
In Total external debt -0.4551  -4.474*** -1.0315 -3.173** -0.4254 -12.85%** -0.4573 -6.816***
Constant 17.030  3.171%** 33.329 2.786** 14,787  3.156** 0.4683  0.568
Error correction coefficient
o; -1.4378  -17.66*** -0.7103  -19.01*** -1.2994  -49.04*** -0.6369 -19.04***
Short-run coefficients
Macroeconomic Stability (-1) -1.5271  -17.33*** -0.7103 -2.573** -1.2994  -16.35%** -0.6369 -8.338***
In Fiscal Policy -7.6035 -2.506** -9.6495 -2.373** -3.6901 -1.608 1.2045  4.838***
In Government Transparency -4.5683 -2.135* -5.0479 -2.324* -2.4673 -1.335 0.8208  7.053***
InFP xIn GT 2.3810 2.805** 2.6659 2.219* 1.7914  2.933** -0.3266 -4.672***
In FDI, net inflow 0.3695  2.499** 0.5694  5.148*** 0.0573  0.700 0.1336  4.306***
In Domestic investment -2.7806  -4.922*** -2.2338  -3.444** -4.4163 -14.20%** -0.6199 -2.546**
In Domestic investment squared  1.0017  4.446*** 0.7451  2.939** 1.7360 13.01*** 0.2174  2.100*
In financial depth 0.7054  1.912* 1.4234  4.242%** -0.2914 -1.503 0.6423  4.731***
In Money supply -2.2268  -7.618*** -2.1893 -6.997*** -3.0621 -15.53*** -1.0111  -7.562***
In Total external debt -0.6950 -5.870*** -0.7327  -5.434*** -0.5527 -11.11%** -0.2912  -6.470***
Constant 26.008  3.613*** 23.674  3.035** 19.214  2.970** 0.2982  0.550
Key Regression Statistics
F-Bounds test 12.133*** 13.533*** 72.878*** 87.851***
ARDL selected model (4, 4, 42124) 4,4, 4, (4, 4, 4224) 4,4, 4, (4, 4, 4;343 4,4, 4, (4, 4, 4;2) 4,4, 4,
Adjusted R-squared 95.7% 95.9% 99.2% 99.4%
Fisher test 27.302 (0.000)*** 28.064 (0.000)*** 142.26 (0.000)*** 185.04 (0.000)***
Practical significance for Fiscal Policy: Effect Size (Cohen's d)
In FP % In GT 0.7189 [Intermediate] 0.6574 [Intermediate] 0.8803 [Large effect] -1.2249 [Large effect]

Note: *** ** *indicate significance at 1%, 5% and 10% respectively.
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Dependent Variable: Macroeconomic Stability

Reg (1d) Reg (2d) Reg (3d) Reg (4d)
Variable Total Revenue Tax Revenue Total Expenditures Grants & Social benefi
Coeff. t - stat. Coeff. t - stat. Coeff. t - stat. Coeff. t - stat.
Long-run coefficients
In Fiscal Policy 0.8827  5.490** 0.0121 0.452 15674  4.386*** -0.2368 -2.139**
In Budget Transparency -0.3332 -3.235* -0.1925 -5.568*** 0.2419 1.059 -0.3107 -3.852***
In FP x In BT 0.1025 2.429 0.0920 5.624*** -0.0962 -1.219 0.1250 2.968***
In FDI, net inflow -0.3553  -10.06*** 0.1212  6.414*** 0.0777  2.582** 0.0072 0.115
In Domestic investment -2.9625 -9.396** -0.4591 -3.848*** -2.1543  -8.125%** -1.6248  -2.834***
In Domestic investment 2 1.2160 9.087** 0.0433 1.071 0.7351  6.700*** 0.6899  2.932***
In financial depth 0.3327 1.720 -0.5164 -3.793*** 0.6398 2.089* 0.6508  2.521**
In Money supply -1.6938  -11.35*** -0.5392  -5.969*** -1.8508 -10.58*** -1.6320 -3.984***
In Total external debt -0.2760 -5.702** -0.1112 -3.616*** -0.3993  -6.321*** -0.2202 -2.170**
Constant 7.0972  8.801** 7.9515  10.44*** 3.7964  2.029* 7.0346  6.056***
Error correction coefficient
©; -3.7869  -42.76*** -0.7103 -19.01*** -2.4150 -16.99*** -0.3868 -8.375***
Short-run coefficients
Macroeconomic Stability (-1) -3.7869 -10.37*** -1.5720 -16.58*** -2.4150 -7.916*** -0.3868 -4.855***
In Fiscal Policy 3.3428  5.383** 0.0190 0.450 3.7853  4.656%** -0.0916 -2.327**
In Budget Transparency -1.2618 -2.781 -0.3026 -5.358*** 0.5843 1.126 -0.1202 -5.134***
InFP x In BT 0.3880 2.181 0.1447  5.149%** -0.2323 -1.285 0.0483  3.914***
In FDI, net inflow -1.3454  -6.181** 0.1905 5.518*** 0.1876  2.249* 0.0028 0.115
In Domestic investment -11.219 -5.931** -0.7216  -3.610*** -5.2027 -6.105*** -0.6285 -2.658**
In Domestic investment 2 4.6047  5.801** 0.0680 1.049 1.7753  5.449*** 0.2669  2.720**
In financial depth 1.2600 1.717 -0.8118 -3.870*** 15451  2.489** 0.2517  2.827***
In Money supply -6.4141 -6.987** -0.8476 -5.277*** -4.4697 -7.139*** -0.6312  -4.550***
In Total external debt -1.0453  -4.929** -0.1748  -3.247*** -0.9642 -5.032*** -0.0852 -2.163**
Constant 26.876  5.746** 12500  8.433*** 9.1684 2.412* 2.7209  4.333***
Key Regression Statistics
F-Bounds test 27.709*** 16.381*** 9.8399*** 4.8935***
ARDL selected model 3, 4, 4;;) 4,4, 4, 4,0, 44341) 4,0,0, (4, 4, 443;) 4,4, 4, (1, 0822?5)) 2,2,
Adjusted R-squared 98.6% 93.9% 95.6% 90.1%
Fisher test 72.076 (0.000)*** 24.927 (0.000)*** 25.539 (0.000)*** 23.061 (0.000)***
Practical significance for Fiscal Policy: Effect Size (Cohen's d)
In FP x In BT 0.6940 [Intermediate] 1.6069 [Large effect] -0.3483 [Small effect] 0.8480 [Large effect]

Note: *** ** *indicate significance at 1%, 5% and 10% respectively.
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Abstract

The study aimed to examin the impact of fiscal policy on the economic
stability in the Egyptian economy over the period 2006/2007-2021/2022 to
identify if the followed policy was pro-cyclical or counter-cyclical, taking
into account the impact of financial transparency on the policy followed.
To achieve the aim of the research, the study used “economic risks/
economic stability” from Political Risk Servies Group (PRS) as an
indicator to express the macroeconomic stability level. Regarding fiscal
policy, the study employed more than one indicator as a proxy for fiscal
policy over the study period. These indicators are: (total revenues, tax
revenues, government expenditure, grants and social benefits). They were
utilized as a percentage of GDP. Additionally, the Government
Transparency Index from Transparency International and the Budget
Transparency Index (Open Budget) from the International Budget
Partnership were used to assess the role of fiscal transparency. The study
relied on hierarchical multiple regression to build a model with three
equations. By employing The Autoregressive Distributed Lag model
(ARDL) through the study period, encompassing 60 observations. Finally,
the study revealed a favorable influence of the fiscal policy on the
macroeconomic stability in both the short and long run. Also government
transparency exhibited a positive impact on macroeconomic stability over
both time horizons. Furthermore, fiscal transparency played a boosted role
in enhancing the relationship between fiscal policy and macroeconomic

stability.

Keywords: fiscal policy, fiscal transparency, economic stability, ARDL, Egypt
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