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The impact of external debt on economic growth in Tunisian
using the fully corrected least squares method (FMOLS)
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Abstract:

This study aims to clarify the effect of external debt on economic growth in Tunisia
during the period (1980-2019), after eliminating the two variables of external debt
service and foreign exchange rate. The completely unfixed square method was applied
by maintaining the external debt and foreign reserves variables. This study concluded
that the external debt has a positive effect on economic growth in Tunisia during the
study period.
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LnEXD 5.764751 | -3.188523* | -1.959602 | -5.492563* | 1(1)
Lnsdt -1.598180 | -7.083190* | -1.963310 | -8.396008* | 1(1)
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VAR Lag Order Selection Criteria
Endogenous variables: LNGDP LNEXD LNSDT LNEXCH

LNRES

Exogenous variables: C

Date: 04/03/21 Time: 20:03

Sample: 1980 2019

Included observations: 35

do¥1 Ayl e AelSCe A Jeadlad! (3 Jgad! S
3

p=1:a ol da s o aa3 ¢(3) Jsaad) DA (e

+ odl slagyl &6 s il :3 oy Jgoall

Lag LogL LR FPE AIC SC HQ
0 44.63159 NA 7.15e-08  -2.264662 -2.042469 -2.187961
1 230.5769 308.1380 7.37e-12  -11.46154  -10.12838* -11.00133
2 258.4924 38.28404*  6.85e-12  -11.62814  -9.184018 -10.78443
3 282.5901 26.16321 9.31le-12  -11.57658  -8.021495 -10.34936
4 312.7024 24.08982 1.22e-11  -11.86871  -7.202662  -10.25799
5 385.2079 37.28857 2.71e-12* -14.58331* -8.806302 -12.58909*

* indicates lag order selected by the criterion
LR: sequential modified LR test statistic (each test at 5% level)

FPE: Final prediction error

AIC: Akaike information criterion
SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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Date: 04/03/21 Time: 20:00

Sample (adjusted): 1982 2019

Included observations: 38 after adjustments

Trend assumption: Linear deterministic trend

Series: LNGDP LNEXD LNSDT LNEXCH LNRES
Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.648521 96.22328 69.81889 0.0001
Atmost 1 * 0.470114 56.49032 47.85613 0.0063
At most 2 * 0.357218 32.35674 29.79707 0.0248
At most 3 * 0.308414 15.56263 15.49471 0.0488
At most 4 0.039955 1.549438 3.841466 0.2132

Trace test indicates 4 cointegratingeqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.648521 39.73296 33.87687 0.0089
At most 1 0.470114 24.13357 27.58434 0.1301
At most 2 0.357218 16.79411 21.13162 0.1819
At most 3 0.308414 14.01319 14.26460 0.0547
At most 4 0.039955 1.549438 3.841466 0.2132

Max-eigenvalue test indicates 1 cointegratingegn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
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Dependent Variable: LNGDP

Method: Fully Modified Least Squares (FMOLS)

Date: 04/03/21 Time: 20:10

Sample (adjusted): 1981 2019

Included observations: 39 after adjustments

Cointegrating equation deterministics: C

Long-run covariance estimate (Bartlett kernel, User bandwidth = 1.0000)

Variable Coefficient Std. Error t-Statistic Prob.
LNEXD 0.379371 0.058636 6.469909 0.0000
LNRES 0.337987 0.035462 9.530835 0.0000
C 7.705076 0.703444 10.95335 0.0000
R-squared 0.975537 Mean dependent var 23.80001
Adjusted R-squared 0.974178 S.D. dependent var 0.625545
S.E. of regression 0.100520  Sum squared resid 0.363752
Long-run variance 0.007356
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Series: Residuals
6 Sample 1981 2019
Observations 39
5
Mean -0.006977
4 Median 0.000938
Maximum 0.172542
3 Minimum  -0.258776
Std. Dev. 0.097583
2 Skewness  -0.789694
1 Kurtosis 3.749729
0 . .. Jarque-Bera 4.966909
-0.2 -01 0.0 0.1 Probability 0.083454|
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Variance Inflation Factors
Date: 03/15/21 Time: 18:55

Sample: 1980 2019
Included observations: 39

Coefficient Uncentered Centered
Variable Variance VIF VIF
LNEXD 0.003438 9881.646 8.101697
LNRES 0.001258 3095.362 8.101697
C 0.494834 2623.574 NA
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