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Abstract:

This paper aims at studying income inequality using the Gini coefficient
and economic growth in the countries of the Organization of Regional
Cooperation for South Asian States (SAARC). Five out of eight countries
were relied on as a sample for the study. Therefore, the study answered the
following question: Does the Gini coefficient and economic development
affect the growth rates in those countries and income? Accordingly, the
hypothesis of a negative relationship between income and economic growth
in the short and long term was tested.

The study is based on secondary data available from the World Bank
and the United Nations Development Program in the period from 1990 to
2020 by relying on several standard models, starting with the Fisher
cointegration test model, Panel Vector correction, and then conducting a
Granger causality test. The study concluded that there is a positive
relationship between income inequality, Gini rate, urbanization rate, and
human development index, and there is a negative relationship between
income inequality and capital accumulation, and the education rate for
females and finally positive relation between income inequality and
economic growth. Therefore, the study recommended the need to follow
financial policies aimed at reducing poverty, increasing income rates,
providing incentives to small investors and encouraging entrepreneurs.

Key Words: Economic Development- Egypt- Economic
Growth- Gini coefficient
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Level (10) 1st difference
(12)
Intercept Trend & Intercept trend &
intercept intercept
GDP ADF: ADF: ADF:60.6327*** | ADF:46.2801***
29.7966*** 20.7807**
PP:39.6636*** | PP:32.3785*** | PP:124.155*** PP: 141.513***
GINI ADF: ADF:20.2671** ADF: ADF:23.8723***
27.6154*** 26.9070***
PP: 17.8632** PP:9.95033 PP:54.6661*** PP:280.278***
HDI | ADF: 1.64189 ADF:6.83947 | ADF:46.5991*** | ADF:33.4089***
PP: 1.25766 PP: 6.18691 PP: 101.192*** PP:84.9767***
URB | ADF: 10.9729 ADF: ADF: 5.83028 ADF: 4.21745
23.4578***
PP: 2.47438 PP: 4.38930 PP: 4.24440 PP: 5.08694
GCF | ADF: 4.66436 | ADF:12.1369 | ADF:50.389*** | ADF:37.8275***
PP: 7.58957 PP:10.6263 | PP:115.151%** | PP:280.917***
SCH ADF: ADF: ADF: 41.1183 ADF:
24.5021*** 23.6560** 30.8591***
PP: 16.7998* | PP:20.5393** | PP:86.7947*** | PP: 220.046***
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Lag LogL LR FPE AIC sC HQ
0 -1258.466 NA 143.0873 21.99071 22.13393 22.04884
1 -35.66190 2296.745 1.56e-07 1.350642 2.353139 1.757550
2 2233371 459.4416* 3.24e-09*  -2527601*  -0.665821*  -1.771914*
3 242.6802 32.29456  4.38¢-09  -2.237916 0483147  -1.133450
4 273.9595 48.95880  4.87e-09  -2.155817 1.424530  -0.702572
5  304.7566 4499060  554e-09  -2.065332 2.374297  -0.263309
6  323.3867 2527208  7.96e-09  -1.763246 3.535666 0.387556
7 360.4998 46.47206  8.52e-09  -1.782604 4.375591 0.716976
8  388.4264 32.05492 1.10e-08  -1.642198 5.375281 1.206161
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Hypothesized Fisher Stat.* Fisher Stat.*
No. of CE(s) (from trace test) (from max-eigen test)
None 177.6 *** 85.41***
At most 1 112.3%** 57.31*%**
At most 2 67.96%** 28.18***
At most 3 48.16*** 30.41***
At most 4 27.85%** 24.53***
At most 5 17.80** 17.80**
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GDP GINI GCF SCH HDI URB
GDP(-1) | 0.336049 | 0.000905** | -0.002791** | -0.006868** | 0.000219*** | 0.000791***
GDP(-2) | -0.014489 | -0.014934** | 0.030612** | -0.047324** | -0.000671*** | -0.000733***
GINI(-1) | 0513850 | 1.424356* | 0.004377** | -0.161374* | -0.000893*** | -0.009474***
GINI(-2) | -0.390807 | -0.481226* | 0.008945** | 0.144393 0.001110*** | 0.007344***
GCF(-1) | -0.671564 | -0.083173 0.842059* | 0.344450 -0.001946*** | 0.007199***
GCF(-2) | 0.464514 | 0.165915 0.094393* | -0.405523 0.002311*** | -0,001053***
SCH(-1) | -0.426139 | -0.042779** | 0.062186** | 0.946335* | 0.000318*** | 0.000533***
SCH(-2) | 0572123 | 0.039468** | -0.054797** | 0.055768* | 0.000191*** | -0.001212***
HDI(-1) 28.47688 | -3.778123 -9.106293 0.038435 0.819596* 0.182311
HDI(-2) | -34.40139 | 3.699074 9.095898 0.228548 0.154459* -0.173336
URB(-1) | -0.482553 | 0.371697 -0.056796 0.734155 0.002721*** | 2.008141**
URB(-2) | 0.589959 | -0.393631 0.069942 -0.725852 -0.002558*** | -1.009693**
C 0.051889 | 1.102584 0.683128 2.328170 -0.014057** | -0.016576*
R’ 0.198083 | 0.976218 0.975244 0.989978 0.994701 0.999986
Adj. R? 0.125181 | 0.974056 0.972993 0.989067 0.994219 0.999985
F-statistic | 2.717127 | 4515390 433.3310 1086.559 2064.885 781801.8
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Null Hypothesis: Obs F-Statistic Prob.

GDP does not Granger Cause GINI 145 0.00219 0.9978
GINI does not Granger Cause GDP 1.61958 0.2017
SCH does not Granger Cause GINI 145 0.45065 0.6381
GINI does not Granger Cause SCH 1.38325 0.2542
GCF does not Granger Cause GINI 145 0.79405 0.4540
GINI does not Granger Cause GCF 0.87504 0.4191
HDI does not Granger Cause GINI 145 0.05477 0.9467
GINI does not Granger Cause HDI 0.67980 0.5084
URB does not Granger Cause GINI 145 1.71308 0.1841
GINI does not Granger Cause URB 1.36547 0.2586
SCH does not Granger Cause GDP 145 1.19462 0.3059
GDP does not Granger Cause SCH 1.75892 0.1760
GCF does not Granger Cause SCH 145 2.08179 0.1286
SCH does not Granger Cause GCF 2.51718 0.0843
HDI does not Granger Cause SCH 145 1.64005 0.1977
SCH does not Granger Cause HDI 0.75672 0.4711
URB does not Granger Cause SCH 145 0.21319 0.8083
SCH does not Granger Cause URB 0.30029 0.7411
GCF does not Granger Cause SCH 145 4.58840 0.0117
SCH does not Granger Cause GCF 0.51649 0.5977
HDI does not Granger Cause GENDER 145 0.98314 0.3767
GENDER does not Granger Cause HDI 1.52176 0.2219
URB does not Granger Cause SCH 145 2.19671 0.1150
SCH does not Granger Cause URB 0.16302 0.8497
HDI does not Granger Cause GCF 145 0.08169 0.9216
GCF does not Granger Cause HDI 0.21700 0.8052
URB does not Granger Cause GCF 145 0.63713 0.5303
GCF does not Granger Cause URB 0.31437 0.7308
URB does not Granger Cause HDI 145 1.68386 0.1894
HDI does not Granger Cause URB 0.44365 0.6426
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