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Measuring the Effect of Political Instability on
Economic Growth in Egypt Using the Decomposition
Method for Period (1982-2015)

Dr. Hossny Ibrahim Abdel- wahed1* )
Abstract

This study aims to measure the impact of political instability
on economic growth in Egypt indirectly through its effect on
determinants of growth that represent transmission channels
which are likely to affect political instability through it on the
economic growth in Egypt. The study relied on Decomposition
Method, which used by many of the previous studies, notably
Mo (2001), Ourania Dimitraki (2010), Pellegrini (2011). As the
study tested the sensitivity of the results of the model to add
a new channel according to approach followed by the study of
Tavares & Wacziarg (2001) and Dridi (2013). The former method
relies on the measurement of a set of equations in a manner
Ordinary Least Squares assuming the independence of the
determinants of growth, as well as be solved simultaneously by
using the method of 2SLS assuming the lack of independence
of these determinants (channels) to measure the impact of
political instability on the determinants of growth (transmission
variables). This method enables to measure the overall impact of
political instability on growth, as well as the relative contribution
of each channel transmission (determinant of growth) in the
transfer of this impact. The results of the study proved the validity
of hypothesis, where it has been proven that the overall impact
of political instability on growth in Egypt was negative through
the transmission channels during the study period (1982-2015),

also proved that impact sensitivity according to the method of
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measurement, since the total negative political instability effect on
growth'by 2SLS method reached about three _titnes the total effect
by using the OLS method. The results showed that the impaét of
political instability on growth has been through the channels of
corruption, investment and inflation, and corruption is the most
important transmission channel. Finally, the results proved that
the overall negative effect of political instability on the economic
growth has been changed when adding the transmission channel
of inflation in both methods.
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