
12 May 2015, 16th International Academic Conference, Amsterdam ISBN 978-80-87927-09-0 , IISES

DOI: 10.20472/IAC.2015.016.042

EVAN LAU
Universiti Malaysia Sarawak, Malaysia

ALVINA SYN-YEE LEE
Universiti Malaysia Sarawak, Malaysia

AHMAD ZUBAIDI BAHARUMSHAH
Universiti Putra Malaysia, Malaysia

EXTERNAL DEBT AND ECONOMIC GROWTH NEXUS: EVIDENCE
FROM MALAYSIA, THAILAND AND PHILIPPINES

Abstract:
This study aims to examine the contribution of external debt to economic growth in three countries
namely; Malaysia, Thailand and the Philippines. To discern the causal chain linkages among the I(1)
macroeconomic variables typically utilized to test the connection between external debt and
economic growth, several econometric procedures are employed in this study. By employing the
cointegration test, the results reveal the existence of one unique long-run relationship among the
variables for Malaysia while two cointegrating vectors are identified for both Thailand and the
Philippines. From the results, it is evident that both the growth-driven exports and export-led growth
hypothesis exist in Malaysia and Thailand respectively. The dynamic econometric analysis finds that
exports of goods and services appear to be the most leading variable beyond the sample for the
next 50 years. The findings from the study recommend the policy makers should formulate effective
debt management policies to monitor the amount of external borrowings so that the accumulation
of external debt will not hinder the economic growth.
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