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Abstract

Economic growth is one of the indicators that can be used by a country to assess and evaluate the condition of economic
development within a country. This research aims to examine how government debt, foreign direct investment, foreign
exchange reserves, and exports can affect economic growth and aims to determine the short-term and long-term relationship of
the independent variable used to the dependent variable. The data used in this research is a type of panel data starting from 2012
to 2021 with the object of research of 19 countries in the G2o group. The analytical tool used in this research is Pooled Mean
Group/Autoregressive Distributed Lag (ARDL). The results of this research show that in the short-term government debt,
foreign direct investment has a positive and insignificant relationship with economic growth. On the other hand, exports have a
positive and significant relationship to economic growth in the short term.
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INTRODUCTION

Economic growth is a process of increasing
per capita output that is sustainable in the long
term. Economic growth is an indicator of
successful development whose main source is
increasing people's living standards (Kumaat, et
al., 2020). Therefore, the higher the economic

growth, the higher the welfare of a society.
According to Yuni & Hutabarat (2021), economic
growth is the process of continuously changing
the economic conditions of a country towards a
better condition over a period.

Economic growth can also be interpreted
as the process of increasing the production
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capacity of an economy which is realized in the
form of an increase in national income (Rinaldi,
itself is the
capacity of an economy whose initial conditions

2017). Economic development
are not good and are static over a long period of
time to create and maintain an increase in Gross
Domestic Product (GDP).

Economic development can never be
separated from economic growth because
economic development does not only include
economic growth, but also includes broader
things such as and

changes in savings

investment as well as economic structure
(Todaro & Smith, 2006). Economic growth in
countries with large economic capacity is in the
spotlight and a benchmark for world economic
stability. The group that is currently the axis of
the world economy is the G2o Forum.

G20 is an abbreviation of "Group of
Twenty", an international cooperation forum
which includes 19 countries and a group of
countries in Europe or the European Union as
the 20oth member. The G20 aims to address
global economic and financial problems, such as
financial market instability, debt crises, and
international trade. The G2o is a group of 20 of
the world's leading countries in economic terms
representing more than 80% of total gross
(GDP), 80%

investment, 75% of world trade and 66% of the

domestic  product of global
world's population.

The COVID-19 pandemic that has occurred
since the end of 2019 has affected the entire
world in various sectors. The spread of COVID-
19 to 178 countries around the world, which
accounts for 99.5% of global GDP, has caused
concern in the international world. With the
very high scale and speed of its spread, COVID-

19 was officially declared by the World Health

Organization (WHO) as a global pandemic in
March 2020.

this
infected more than 85 million people and caused

Throughout 2020, pandemic has
the deaths of more than 1.8 million people,
giving rise to a major health and humanitarian
crisis in various countries and an increasing
number of poor people in the world. With the
spread of the COVID-19 virus throughout the
world, various countries have tried to maintain
their
implementing various strategies and policies

the condition of countries by
which they feel are able to ease the burden
caused by the pandemic that has attacked their
countries in the economic sector.
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Figure 1. Average Economic Growth in Gz2o
Countries 2012-2021 (% of real GDP growth)
Source: WorldBank, data processed, 2023

Based on figure 1 regarding the economic
growth of G20 countries from 2012-2021 over the
last ten years, the average economic growth of
countries in the G2o is still in good condition.
However, COVID-19, which has occurred since
the end of 2019, has caused the economic growth
of countries in the G2o to tend to slow down.
However, when the pandemic occurred in 2019 -
2020 there was a significant decline which
caused the average economic growth in Gz2o
countries to decline.
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All countries in the G20 experienced
negative economic growth except Tirkiye and
China. This indicates that all countries in the
G20 are experiencing economic decline and a
slowdown in economic growth. The decline in
economic growth caused by the COVID-19
pandemic in the G20 countries itself indirectly
affects international trade, national expenditure
& debt, investment, and the foreign exchange
reserves of every country throughout the world.
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Figure 2. Total Government Debt in G2o
Countries 2012-2021 (Million USD)
Source: Countryeconomy, data processed, 2023

Based on Figure 2 regarding Government
Debt of G20 countries from 2012-2021. There is
an increasing trend from year to year. Based on
data I got from countryeconomy, G20 countries
such as the United States, China,
England, France, Italy, Germany, India, and

Japan,

Canada are the countries with the highest
amount of debt in the world until 2021.

The large amount of national debt the
countries in the G20 do not escape the needs of
these countries to run their economies and
develop. The choice of research objects in the
form of countries in the G20 is because almost
all G2o members have large government debts
compared to other countries.

This is the
Because, with the large amount of debt a

focus of researchers here.

country has, there will be a burden and

obligation for that country to pay its debt and
this will later have an impact on the country's
economy. Moreover, the G20 countries are a
group of countries that have large economic
capacity and contribute greatly to the world
economy.
Basically, economic development gets
funding from domestic and foreign revenues.
The main source of domestic funds comes from
taxes, results from natural resource management
State-Owned (BUMN)

(Yudiatmaja, 2012). Then, there are funding

and Enterprises
sources from abroad which are generally realized

into two instruments, namely foreign
investment, and foreign assistance in the form of
loans/debts and foreign grants.

Foreign debt and foreign investment are
used as sources of development financing
because of the imbalance between savings and
investment, so that through foreign financing
sources, it is hoped that this inequality can be

resolved (Purba, 2020).
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Figure 3. Average Foreign Investment in G20
Countries 2012-2021 (Inflow Million USD)
Source: WorldBank, data processed, 2023

Based on figure 3, we can see that foreign
investment in G20 countries decreased in 2019-
2020. This happened due to the economic
downturn in each country because of the
COVID-19 pandemic. Foreign investors think
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twice about investing outside their country.
Global foreign direct investment (FDI) collapsed
in 2020, falling 42% from USDx1.5 trillion in 2019
to around USD85g9 billion (UNCTAD, 2021).
Apart from that, investment can also help
stability.

Investments in infrastructure such as roads,

in creating long-term economic
bridges and transportation networks can help
create the basis for stable and sustainable
economic growth. To increase investment in the
economy, government support and favorable
regulations are often needed.

The government can provide incentives or
conveniences such as low taxes or subsidies for
investment in certain sectors. By increasing
investment, the economy can grow faster, create
jobs, and provide long-term benefits to society.
The use of the Foreign Investment variable is
also thought to be very influential because every
country needs funds to develop their country
and is not immune from foreign interference.
Apart from foreign investment, another
indicator that is thought to have an influence on

economic growth is foreign exchange reserves.
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Figure 4. Average Foreign Exchange Reserves in

H%éigﬂj

G20 Countries 2012-2021 (Billion USD)
Source: WorldBank, data processed, 2023

Based on Figure 4, countries in the G2o
have quite large foreign exchange reserves,
namely tens to hundreds of trillions. The G2o

country with the highest average foreign
exchange reserves during 2012-2021 is China at
around USD3.41 trillion, followed by Japan at
USD1.29 trillion, then Saudi Arabia at USD581
billion, then the United States at USD501 billion,
and Russia amounted to USD486 billion.

Meanwhile, the G20 country with the
lowest average foreign exchange reserves is
Argentina, namely only USD42.60 billion. After
that there is South Africa at USDs51.26 billion,
and Australia at USDs3.a7 billion. Foreign
exchange reserves are an important indicator in
a country's economy. Because foreign exchange
reserves are used as an instrument to pay off
foreign debt, exchange rate stability and are a
means of payment for international trade
activities (Mildyanti & Triani, 2019).

Countries with sufficient foreign exchange
reserves are also better able to respond to
unstable economic situations such as financial
crises, exchange rate fluctuations and inflation.
Adequate foreign exchange reserves provide
confidence and stability to foreign investors who
wish to invest in the country. Investors will feel
more secure if they know that sufficient foreign
exchange reserves are available to guarantee
necessary international payments and minimize
risks.

According to Yugang (2017), foreign
exchange reserves are influenced by foreign
direct investment, trade balance, foreign debt,
and exchange rates. If a country has sufficient
foreign exchange reserves, then they can
intervene in the market to strengthen the
exchange rate of their currency, which in turn
can help stabilize the prices of goods and
services. In conclusion, sufficient foreign
exchange reserves are very important for a
country's economic growth. Adequate foreign
exchange reserves and

provide stability
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confidence to foreign investors, enable countries

to respond better to unstable economic
situations, as well as help in managing inflation

and preventing panic in financial markets.
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Figure 5. Comparison of Total World Exports
with G2o Countries 2012-2021 (Billion USD)
Source: WorldBank, data processed, 2023

Based on the figure 5, the export value of
countries in the G2o reaches 60% of the export
value in the world. This indicates that the
countries in the G2o control the supply of goods
and services throughout the world as well as
international trade. Apart from that, the trend in
the export growth graph from 2012 to 2021 is
upward.

However, when the crisis that occurred in
2020 due to the pandemic caused exports of
goods and services throughout the world to
decline and this was enough to hamper the
economic growth of each country. If there is
poor export performance, it will cause
difficulties for most countries in financing
imports and encourage them to seek foreign
financial assistance (Edo, et al., 2020).

To increase exports, the country needs to
encourage the development of industries that
can produce competitive and good quality
products. This can encourage innovation and
domestic

technological improvements in

industry, which can help increase the country's

competitiveness. Countries also need to increase
access to international markets through trade
agreements, trade promotion, and financial
support for exporters.

In Growth theory, Keynes explains that
total consumption, especially consumption and
investment, is the most important factor in
determining the level of output and employment
opportunities in the economy. Keynes argued
that the government plays an active role in
overcoming the problem of inequality and
influencing economic growth.

One of the central concepts of Keynesian
theory is the concept of effective demand.
Keynes argued that domestic consumption and
private sector capital spending were insufficient
to fuel strong economic growth. In such a
situation, the government can increase public
spending to increase aggregate demand and
stimulate the economy.

Keynes also argued that in a situation of
unemployment, an increase in government
spending could have a multiplier effect. In other
words, each additional government spending
increases people's income and expenditure,
which in turn increases demand and overall
economic growth.

In Keynesian

theory, according to

Keynesian theory, to accelerate economic
growth, fiscal policy is needed both through
government revenues in the form of taxes (Tax)
and through public spending (Government
The effect of any of these

measures on economic growth is indicated by

Expenditure).

the expenditure multiplier.

This is a number that expresses the
multiple of the increase in national production
when capital expenditure or public spending
increases. This coefficient provides information
about the influence of fiscal policy (public
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spending) on economic growth (Keynes in
Mankiw, 2010).
GDP

influence it

According to Keynesian theory,
factors that
positively: consumption (C), investment (I),

consists of four
public spending (G) and net exports (NX). These
four factors are in turn influenced by various
factors such as income levels, price levels,
interest rates, inflation, money supply, exchange
rates and foreign interest rates (Primandari,
2017).

This theory assumes that government
intervention is needed to spur economic growth
and determine whether economic development
in a country can run optimally. Government
spending reflects government policy.
Government spending has a theoretical basis
which can be seen from the identity of the

balance of national income, namely as follows:
Y=C+I1+G+(XM)

Where Y is National income; C is
Household

(consumption); I is Investment (investment); G

consumption expenditure

is Government consumption expenditure
(government expenditure); and (XM) is Net
exports (Export-Import).

The traditional view (according to Keynes)
holds that tax cuts will

spending and reduce national savings. The

stimulate public

decline in national savings will cause an increase
in interest rates and a scramble for investment
in the real sector. Weak investment will affect
the economy as a whole (Hakim, 2009).
Ricardian Equivalence assesses that current
government debt will become a burden on
government spending next year. However,
assuming society behaves wisely, the burden of

foreign debt should not affect government

2019). Meanwhile,

according to the modern view or Ricardian

consumption (Ayunasta,
Equivalence (RE), government debt has no
impact on savings and capital accumulation.

In this approach, consumers are aware that
consumption does not only depend on current
income but also has other influences, including
government spending and debt. The impact of
government debt on public consumption is the
focus of this RE. RE's basic philosophy is that
public debt now leads to higher taxes on future
citizens, first proposed by David Ricardo.

Ricardian views apply consumer logic
when assessing the influence of public debt on
the economy using public consumption
variables. It is assumed that consumers respond
to fiscal policy rationally and withdraw
government loans/debt. Consumers understand
that the current increase in government debt
resulting from expansionary fiscal policy will
lead to higher taxes in the future. Thus,
contingent consumers do not use additional
after-tax income to spend on consumption but
save to pay future tax obligations.

Endogenous Growth Theory is a growth
theory which explains that long-term growth is
determined within the model rather than by
several growth variables that are considered
exogenous. (Romer, 1994:3; Barro and Martin,
1999:38). Endogenous growth theory emerged as
a further discussion of Neoclassical growth
theory  regarding  diminishing  marginal
productivity of capital and income convergence
in various countries (Maharani & Isnowati,
2014).

Endogenous Growth Theory differs from
the neoclassical model because the long-term
growth rate of an economy is endogenous, or
largely driven by human decisions (Kopf, 2007).
This growth

theory describes economic
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produced by factors in the production process,
for example, economies of scale enhanced or
caused by technological change; compared to
external (exogenous) factors such as population
growth.

In endogenous growth theory, the growth
rate depends on one variable: the rate of return
on capital. Variables such as inflation lower the
rate of profit, which in turn reduces capital
accumulation and slows economic growth. One
of its characteristics explains the main difference
between endogenous growth models and
neoclassical economics.

In neoclassical theory, returns to capital
decrease along with capital accumulation
(Wijayanto, 2019). In endogenous growth theory,
investment plays a role as physical capital and
human capital (HR) also determines long-term
economic growth. Savings and investment can
encourage sustainable and sustainable economic

growth (Mankiw, 2010).

growth theory, technological improvements and
advances resulting from investment can directly
cause growth, so that investment can play a role
in long-term economic growth (in Kurtiasih,
2019). Reungsri (2010) also emphasized that
investment is an important factor in the
endogenous growth model, investment can lead
to increased production capacity and a
significant increase in profits for economic
growth (in Kurtiasih, 2019).

RESEARCH METHODS

The research conducted by the author
entitled Analysis of Determinants of Economic
Growth
quantitative methods. (Sugiyono, 2013) says that

in G20 Countries 2012-2021 used
quantitative data is data in the form of numbers
or qualitative data that is numbered or scored.
This type of research is hypothesis testing
research, namely research that test, identifies

and describes the relationship pattern between

The Economic Planning  Advisory two variables  (dependent variable and
Commission (1995) states that, in endogenous independent variable).
Table 1. Operational Definition of Variables
Variable Code Description Unit/ Source
Description
Economic Growth GDP Increase or decrease in the percentage of Gross Domestic Percent (%) World Bank
(GDP Growth) Product from year to year.
Government Debt  DEBT  The total financial bonds of a country that must be paid within ~ Million USD Countryeconomy
a certain time limit. Expressed in the form of Million USD.
Foreign FDI The amount of capital, income & investment inflow from Million USD UNCTAD
investment foreign countries into a country in an economic report
Foreign exchange DEV The total of monetary gold holdings, special drawing rights, Million USD World Bank
reserves reserves of IMF members held by the IMF, and foreign
exchange holdings under the control of monetary authorities.
Export EX The total value of goods and services sold in international Million USD World Bank

trade. This value includes merchandise, freight, insurance,
transportation, travel, royalties, licensing fees, and other
services such as communications, construction, financial,
information, business, personal, and government services.

Source : Data processed, 2023



EFFICIENT Indonesian Journal of Development Economics Vol 6 (3) (2023) : 290-31 297

This hypothesis testing study was chosen
to determine the long-term and short-term
relationship of the independent variables that
the author chose with Economic Growth in 19
G20 Member Countries for the 2012-2021 Period.
The
researchers in this research covers 19 G20

research location and time wused by

member countries for the period 2012 - 2021.

The choice of 19 G20 member countries as
research objects is because G20 countries
control 85% of world GDP, 80% of global
investment, 75% of world trade. The technique
used in this research is using Eviews 10 software
which is useful for processing data and testing
hypotheses previously determined by the author.
Meanwhile, the regression model used is ARDL
(autoregressive distributed lag) Panel Data
regression analysis.

Panel data regression is an analytical tool
where regression data is used individually
(cross-sectional) and within a certain time range
(time series). The ARDL method is a type of
method This method can
estimate linear regression models by analyzing

In econometrics.

long-term relationships involving cointegration
tests between time series variables.

The ARDL method was first introduced by
(Pesaran and Shin, 1997) with the cointegration
test method using the Bound Test cointegration
test. The ARDL method has several advantages
in its operation, namely that it can be used on
short string data and does not require initial
sorting of variables so it can be done on
variables I (0), I (1) or a combination of both.

RESULTS AND DISCUSSION

The stationarity test is one of the tests
carried out to fulfill the criteria for forming an
econometric model. The Phillips-Peron (PP)
Unit Root Test developed by Phillips and Peron

(1988) is the stationarity test used in this
research. This method is used to test the
existence of a unit root in a time series or to test
whether all the variables studied, namely the
and the

variable together, are stationary. Data from the

dependent variable independent
variables used will be tested at level and first

difference.

Table 2. Level Level Stationarity TestPhillips-
Peron Test Method

Variable . )
Probability = Information
Name Code
Economic .
GDP  o0.0000 Stationary
growth
Government DEBT Not
0.
Debt 9999 Stationary
Foreign .
. FDI 0.0002 Stationary
investment
Foreign
Not
exchange DEV  0.9959 .
Stationary
reserves
Export EX 0.0255 Stationary

Source: Eviews 10 Output, 2023

Based on Table 2, it shows the stationarity
test at level level. Of the five variables used in
this research, there are three variables, namely
economic growth, foreign investment, and
exports which are stationary at the level level
and two other variables such as government
debt and foreign exchange reserves are not
stationary at the level level, so further tests are
needed at the first level differences.

The results of the stationarity test at the
first difference level can be seen in Table 3 where
when testing stationarity at the first difference
level, all variables were declared stationary in
this study. After carrying out a stationarity test
with stationary data results. The next step is to

run a cointegration test. Time series data can
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deviate from the average in the short term but
move simultaneously in the long-term leading to
balance in the long term.

Table 3. First Difference Stationarity Test
Phillips-Peron Test Method

Variable . .
Probability Information
Name Code
Economic .
GDP  o0.0000 Stationary
growth
Government .
DEBT o0.0206 Stationary
Debt
Foreign .
] FDI 0.0000 Stationary
investment
Foreign
exchange DEV  o0.0000 Stationary
reserves
Export EX 0.0001 Stationary

Source: Eviews 10 Output, 2023

The concept of cointegration is very
important in time series analysis because it can
understanding  the
these

long-term
The

cointegration test aims to see whether there is a

help in

relationship between variables.

long-term relationship between variables.

Table 4. Kao Residual Cointegration Test
Results
t-
ADF Statistics Prob.
-9.264348 0.0000
Residual variance 16.21120
HAC variance 11.14518

Source: Eviews 10 Output, 2023

Kao Residual Cointegration Test is a
cointegration test used in this research. If the
ADF statistical value is greater than the critical
value, then the data is said to be stationary.
However, if the absolute value of the statistic is

below the critical value, then the data is not
stationary.

Based on the results of the cointegration
test using the Kao Residual Cointegration Test
(Table 4), it can be seen that the probability
value is 0.0000 and is less than thea= 5%. So it
can be concluded that in this case there is
cointegration. The existence of a cointegration
relationship indicates the existence of a long-
term relationship between the variables being
studied. After carrying out the cointegration
test, the next step is to determine the optimum
lag in the model to be used. Determining the
optimum lag in this model can be seen through
the Akaike Info Criterion (AIC).

Akaike Information Criteria
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Figure 6. Determination of Optimum Lag
Source: Eviews 10 Output, 2023

In figure 6 it is known that the optimum
lag or best model used in this research is the
ARDL (1,1,1,1,1) model. This model was chosen
because it has the smallest Akaike Info Criterion
(AIC) value which indicates that the model it has
the smallest error rate compared to other ARDL
models. The existence of this optimum lag will
ensure that all variables in the model equation
influence each other up to one period earlier.

The t-statistical test analysis functions to
test how each independent variable influences
the dependent variable. This can be known and
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analyzed by comparing the t-statistic value with
the t-table. In this test, the t-table is obtained
from df=nk-2. So in this study the value of

df=190-4-2=184, with a significance level of 0.05
and obtained a t-table result of 1.65318.

Table 5. Short Term Pooled Mean Group ARDL Estimation Results

Variable
3 Coefficient Std. Error t-Statistics Prob.

Name Notation

ECM coefficient COINTEQo1 -0.596819 0.144869 -4.119714 0.0001
Government Debt D(DEBT) 3.72E-06 1.07E-05 0.348052 0.7286
Foreign investment D(FDI) 0.000936 0.000489 1.914631 0.0587
Foreign exchange reserves D(DEV) -3.45E-05 3.35E-05 -1.029541 0.3060
Export Amount D(EX) 5.87E-05 2.12E-05 2.776726 0.0067

Source: Eviews 10 Output, 2023

Based on table 5, it shows that the
estimated results of the t-statistical test can be
explained as follows: The Effect of Government
Debt on Economic Growth The government
debt variable has a t-statistic value of 0.348052,
which is smaller than the t-table value, namely
1.65318. This can be interpreted to mean that
government debt has a positive and insignificant
influence on economic growth in the short term.

When government debt increases by 1
million USD,
economic growth of 3.72E-06 percent in the

it can cause an increase in
short term. The Effect of Foreign Investment on
Economic Growth The foreign investment
variable has a t-statistical value of 1.914631 which
is greater than the t-table value, namely 1.65318.
This can be interpreted to mean that foreign
investment has a positive and insignificant
influence on economic growth in the short term.

When foreign investment increases by 1
million USDs, it can cause an increase in

economic growth of 0.000936 percent in the

short term. The Influence of Foreign Exchange
Reserves on Economic Growth. The foreign
exchange reserve variable has a t-statistical value
of -1.029541, which is smaller than the t-table
value, namely 1.65318.

This can be interpreted to mean that
foreign exchange reserves have a negative and
insignificant influence on economic growth in
the short term. When foreign exchange reserves
increase by 1 million USDs, it can cause a
decrease in economic growth of 3.45E-05 percent
in the short term.

The Influence of Exports on Economic
Growth The export variable has a t-statistical
value of 2.776726 which is greater than the t-
table value, namely 1.65318. This can be
interpreted to mean that exports have a positive
and significant influence on economic growth in
the short term. When exports increase by 1
million USD,

economic growth of 5.87E-o5 percent in the

it can cause an increase in

short term.
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Table 6. Long Term Pooled Mean Group ARDL Estimation Results

Name Variable Code Coefficient Std. Error t-Statistics Prob.
Government Debt DEBT -1.99E-07 3.75E-08 -5.293888 0.0000
Foreign investment FDI 5.87E-05 1.18E-o05 4.962243 0.0000
Foreign exchange reserves DEV 2.01E-06 1.32E-07 15.21589 0.0000
Export EX 3.84E-07 1.52E-07 2.531029 0.0131

Source: Eviews 10 Output, 2023

Based on the results of Table 6, it is known
that the long-term ARDL model estimation
results are as follows: The government debt
variable has a coefficient value of -1.99E-07 with
a probability value of 0.0000 lower thana(o.05).
It can be concluded that government debt has a
When
government debt increases by 1 million USDs, it

negative and significant influence.
will cause a decline in economic growth in the
G20 group of countries by 1.99E-07 percent in
the long term.

The foreign investment variable has a
coefficient value of 5.87E-o5 with a probability
value of 0.0000 lower than a (0.05). This can be

concluded if foreign investment has a positive

When exports increase by 1 million USDs, it will
increase economic growth in the G20 group
countries by 3.84E-07 percent in the long term.
Government debt is debt that a country
has by borrowing bonds or a certain amount of
money from another country at a certain interest
rate and period of time. According to (Panizza &
Presbitero, 2014), in their research on countries
in the OECD, government debt in OECD
countries has a negative relationship with
economic growth and has negative causality.
The results of this research are in line with
the results of research conducted (Asteriou, et
al., 2018) on Asian countries, namely that
government debt has a negative relationship in

and significant influence. When foreign the long and short term. Increasing government
investment increases by 1 million USD, it will  debt will reduce the economic growth of Asian
increase economic growth in G20 group countries in the 1980-2012 period.

countries by 5.87E-o5 percent in the long term.

The foreign exchange reserves variable has
a coefficient value of 2.01E-06 with a probability
value of 0.0000 lower than a (0.05). This can be
concluded if foreign exchange reserves have a
positive and significant influence. When foreign
exchange reserves increase by 1 million USDs, it
will cause an increase in economic growth in the
G20 group of countries by 2.01E-06 percent in
the long term.

The export variable has a coefficient value
of 3.84E-07 with a probability value of 0.0131
lower than a (0.05). This can be concluded if
exports have a positive and significant influence.

According to research findings (Asteriou,
et al., 2018) said that increasing government
debt will have a negative impact on growth in
the short term, while reducing government debt
will not have a positive impact on economic
growth in the short term, but will most likely
have a positive impact in the long term.
According to research conducted by Shahor
(2018) on the state of Israel, government debt
will have a negative impact when it is at a ratio
of 130% to GDP and above.

However, if the debt ratio is still below
130% of GDP, it will have a positive impact on
Israel's economic growth. This is contrary to
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research conducted by (Semjonova, 2017) in 176
countries in the world which states that debt has
a moderately significant and negative
relationship in the short term and in the long
term it also has a negative relationship.

The results of this research show that in
the short-term government debt has a positive
and insignificant relationship with economic
growth in the G2o group, which means that Ho
is accepted, and Ha is rejected. Furthermore, the
long-term results of this research show that
long-term government debt has a negative and
significant relationship to economic growth in
the G2o group, which means that Ho is rejected,
and Ha is accepted.

The results of this research show that
government debt has no effect in the short term
but has a significant effect in the long term. This
is in line with research conducted by (Panizza &
Presbitero, 2014), (Asteriou, et al., 2018), and
(Semjonova, 2017). Furthermore, the results of
this research are in accordance with the
Ricardian Equivalence theory that the debt a
country has will have an impact on subsequent
generations and future generations will bear and
pay debts from the past.

Based on the

estimation results in this study, it shows that in

Pooled Mean Group

the short-term foreign investment has a positive
and insignificant relationship with economic
growth. Furthermore, the results of this research
in the long-term show that foreign investment
has a positive and significant relationship.

This is supported by research conducted
by (Sukma & Anwar, 2021) which shows that
foreign investment has a positive and significant
relationship to Gross Domestic Product (GDP).
Furthermore, research conducted by
(Onafowora & Owoye, 2019) also said the same

thing, namely that foreign investment has a

positive and significant relationship to economic
growth in Caribbean Island countries.

Attracting foreign investment (FDI) will
later help further economic growth (Onafowora
& Owoye, 2019). Furthermore, in research (Cora
& Wen, 2020), foreign investment has causality
in the long term but not in the short term for
economic growth in Indonesia. Other research
results that support the results in this research
are research conducted by (Wu, et al., 2020)
explaining that foreign investment also has a
positive and significant relationship with
economic growth in China.

The results of this research show that in
the short-term foreign investment has a positive
and insignificant relationship to economic
growth in the G2o group, which means that Ho
is accepted, and Ha is rejected. Furthermore, the
long-term results of this research show that
long-term foreign investment has a positive and
significant relationship to economic growth in
the G2o group, which means that Ho is rejected,
and Ha is accepted.

The results of this research show that
foreign investment has no effect in the short
term but has a significant effect in the long term.
And this is in line with several previous studies
as well as Keynesian growth theory with the
method that

Countries in the G2o.

expenditure researchers use.

Based on the results of research using the
Pooled Mean Group, it shows that in the short-
term foreign exchange reserves have a negative
and insignificant relationship with economic
growth. Furthermore, the results of this research
in the long-term show that foreign exchange
reserves have a positive and significant
relationship.

This result is supported by research

conducted by (Kruskovi¢ & Maricié, 2015) which
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states that an increase in foreign exchange
reserves causes economic growth. Furthermore,
research conducted by (Kaphle, 2021) shows the
results that foreign exchange reserves have a
significant relationship and have a significant
impact on the economy of Nepal.

Research conducted by (Cetin, 2013) in
China in 1982-2009 stated that foreign exchange
had a big
economic growth and had a long-term and

reserves influence on China's
significant relationship. Research conducted by
(Polterovich & Popov, 2003) also supports the
results of this research, namely that increasing
foreign exchange reserves will encourage
economic growth in the long term.

However, on the other hand, the results of
this research contradict research conducted by
(Perdana & Setyadharma, 2022) which states
that foreign exchange reserves have a negative
and significant relationship with economic
growth. And it also contradicts the results of
research conducted by (Jokolelono, et al., 2023)
which states that foreign exchange reserves have
a negative and significant impact on Indonesia's
economic growth.

Based on the results of this research, it
shows that in the short-term foreign exchange
reserves have a negative and insignificant
relationship with economic growth in the Gz2o
group, which means that Ho is accepted, and Ha
is rejected. Furthermore, the long-term results of
this

reserves in the long term have a positive and

research show that foreign exchange
significant relationship to economic growth in
the G2o group, which means that Ho is rejected,
and Ha is accepted.

The results of this research show that
foreign exchange reserves have no effect in the
short term but have a significant effect in the

long term. Foreign exchange reserves have a

negative relationship in the short term which is
thought to be influenced by exports, inflation,
interest rates and foreign debt (Khusnatun &
Hutajuluy, 2021).

Based on the results in this research, it
shows that in the short term, exports from Gz2o
member countries have a positive and significant
relationship to economic growth, this indicates
that Ho is rejected, and Ha is accepted.
Furthermore, in the long term, exports have a
positive and significant relationship, which
means that Ho is rejected, and Ha is accepted.

The results in this research are in line with
research conducted by (Cora & Wen, 2020)
which states that exports have a long-term and
short-term relationship with economic growth.
Furthermore, research (Lazarov, 2019) also says
the same thing, namely that exports have a
positive and significant causal relationship with
economic growth for the period 1995-2017 in the
country of Macedonia.

And, in research conducted by (Sahin &
Kutluay Sahin, 2021) said that the increase in
technology exports & agricultural exports will
increase the economic growth of European
countries which are the object of their research.
However, technology exports have a greater
influence on increasing economic growth than
agricultural exports. Apart from that, the results
of this
conducted by (Bakari & Mabrouki, 2017) which

research also contradict research
said the opposite, namely, exports and imports
in Panama have no causal relationship and have
no effect on economic growth in Panama.

And, in research conducted by (Perdana &
Setyadharma, 2022) it is stated that exports have
a negative and significant effect on economic
growth in 5-ASEAN countries in 2018-2020. The
results of research (Farida & Yuliana, 2022) also

say that in Indonesia the level of exports does
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not have a significant impact on Indonesia's
economic growth in 2006-2020.

The estimation results shown by the
Pooled Mean Group illustrate that exports in
G20 countries have a very influential impact on
economic growth. This can be seen in the short
and long term, which shows that exports have a
significant influence on economic growth. This
result is in line with Keynesian growth theory
which researchers use, that a country with an
open economy will be very dependent on
international trade activities in the form of
exports and imports.

Therefore, exports greatly contribute to a
country's progress. Because all G2zo member
countries adhere to an open economic system.
Countries with open economic systems rely on
international trade activities in the form of state
exports to gain profits in the form of foreign
exchange or the country's own currency.

CONCLUSION

Based on the results of research findings
and discussion analysis, this research can be
concluded as follows: Government debt has a
positive and insignificant effect in the short term
but has a negative and significant effect in the
long term on economic growth in the G2o group
of countries. Government debt has a positive
relationship in the short term, allegedly due to
governments in G20 countries allocating debt
for social needs and less allocated to productive
things.

Furthermore, in the long term the country
is burdened due to unproductive loan allocation
growth.
positive

and ultimately reduces economic

Foreign investment has a and
insignificant effect in the short term but has a
positive and significant effect in the long term

on economic growth in the G2o group of

countries. The increase in economic growth due
to foreign investment is suspected because the
G20 group controls 80% of global investment.
This indicates that investment, especially foreign
investment, is very important for the economic
progress of a country.

Foreign exchange reserves have a negative
and insignificant effect in the short term but
have a positive and significant effect in the long
term. Foreign exchange reserves have a positive
relationship in the short term, allegedly due to
being influenced by export conditions, inflation,
interest rates and foreign debt experienced by
G20 countries.

The increase in economic growth due to
foreign exchange reserves in the long term is
thought to be because the
currencies held by various countries are the

international

currencies of several G2o countries such as the
USD, yen, euro and pound sterling. And also the
G20 countries control international trade which
has an impact on economic growth.

Exports have a positive and significant
effect in the short term and a positive and
significant effect in the long term. The increase
in growth due to exports is thought to be
because all G2o member countries adhere to an
which
international trade a driver of the economy. And

open  economic  system makes
also, the G2o controls 75% of world trade, which
means that exports, which are a component of
international trade, are very important for a

country's income.
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