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Abstract

Public spending is one of the most important tools of the fiscal policy used

by the government in achieving the desired progress and development in

all aspects and fields of life.

The problem of research was to find out the contribution of public

expenditure to GDP. The study aimed at knowing the role of public

expenditure in GDP and tracking the path of GDP under financial policies.

The study followed the descriptive approach in data collection and reached

the following results:

1.

The results of the Johansson Joint Integration Test showed that there
was no trend for the combined integration of GDP and government
spending. It would become a non-static model, so the Granger model

was estimated through its stable differences.

. The results of the causal relationship test yielded a one-way causal

relationship of the size of GDP.
The results of Pearson-Ona correlations showed that the average
correlation between the GDP and the government expenditure is

statistically significant.

The study recommended the following:

1.

The State should increase the investment expenditure to achieve

economic growth.

. The State should pay attention to public expenditure in order to

increase GDP.
Public spending should not exceed the state budget to avoid budget

imbalance.
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* indicates lag order selected by the criterion
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GDP G OBS GDP G OBS
4049739 1575 1998 4851 717.1 1980
1047814 1975 1999 6398 906.4 1981
1613737 3125 2000 7620 1081.6 1982
2193591 3428 2001 7185 1215.7 1983
2705881 3770 2002 6865 1367.1 1984
3366271 5633 2003 6396 251.22 1985
4065856 7936 2004 6742 337.83 1986
4775611 10435 2005 7701 430.7 1987
5573378 14713 2006 7676 633.9 1988
6872139 17403 2007 20218.1 696.2 1989
8570713 22725 2008 36479.8 6252.1 1990
9829190 21025.9 2009 46791.1 6353.2 1991
11983727 24162.1 2010 82562 5344.6 1992
13551171 28578.3 2011 110111 0894.1 1993
186556.3 26272 2012 192661 119.4 1994
243412.9 36178.5 2013 421818 278.2 1995
342803.3 50371.2 2014 048448 830 1996
582936.7 54854.2 2015 1881289 1243.6 1997
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Mull Hypothesis: DIGOP) has a unit root
Exogenous: Constant
Lag Length: O (Automatic - based on SIC, maxlag=9)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -6.026255 0.0000
Test critical values: 1% level -3.638407

5% level -2.851125

10% level -2 614300

*Mackinnon (1996) one-sided p-values.

Augmented Dickey-Fuller Test Equation
Dependent Variable: D{GOR2)

Method: Least Squares

Date: 1062217 Time: 2217

Sample (adjusted): 1982 2015

Included observations: 34 after adjustments

Yariable Coefficient Std. Errar t-Statistic Frob.
D{GDOP(-1)) -1.063296 0176444  -6.026255 0.0000
C 1758617 438286.3 0.040125 09682
R-squared 0.531587 MWean dependentvar T017 247
Adjusted R-squared 0516949 3.D. dependentvar IGTT031.
S.E. of regression 2555606, Akaike info criterion 3240250
Sum squared resid 208E+14 Schwarz criterion 32.49229
Log likelihood -548.8425 Hannan-Qwinn criter. 3243312
F-statistic 36.31575  Durbin-Watson stat 2012573
Prob(F-statistic) 0.000001
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Mull Hypothesis: D(G) has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=9)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -4 648415 0.0007
Test critical values: 1% level -3.639407

5% level -2.851125

10% level -2.614300

*MackKinnon (1986) one-sided p-values.

Augmented Dickey-Fuller Test Equation
Dependent Variable: D{G,2)

Method: Least Squares

Date: 10/22M17 Time: 22:149

Sample (adjusted): 1982 2015

Included observations: 34 after adjustments

Variable Coefficient Std. Error t-Statistic Prob.
D{GE-1)) -0.813269 0174956  -4.648415 0.0001
C 1313.9495 7086778 1.854151 0.0730
R-squared 0.403072 Mean dependentwvar 126.2853
Adjusted R-sgquared 0.334418 35.D. dependentwvar 4912 551
S.E. of regression 3854 341 Akaike info criterion 19.40881
Sum squared resid 4 7TAE+08 Schwarz criterion 19.49860
Log likelihood -327.9498 Hannan-Cluinn criter. 19.43943
F-statistic 21.60777 Durbin-Watson stat 2028905
Prob(F-statistic) 0.000055
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Date: 1042217 Time: 22:26

Sample (adjusted): 1982 2015

Included observations: 34 after adjustments
Trend assumption: Linear deterministic trend
Series: G GDP

Lags interval (in first differences) 1101

Linrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
Ma. of CE(s) Eigenvalue Statistic Critical Value Prob.**
Mone 0.218031 11.45951 15.49471 0.1848
At most 1 0.087078 3.097562 3841466 0.07a4
Trace testindicates no cointegration at the 0.05 level
* denotes rejection ofthe hypothesis atthe 0.05 level
*MacKinnon-Haug-Michelis (1998) p~values
LInrestricted Cointegration Rank Test (Maximum Eigenvalue)
Hypothesized Max-Eigen 0.05
Mao. of CE(5) Eigenvalue Statistic Critical Value Prob.**
Mone 0.218031 8.361952 14 26460 0.3431
At most 1 0.087078 3.097562 3.841466 0.0784

Max-eigenvalue test indicates no cointegration 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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VAR Lag Order Selection Criteria
Endogenous variables: GDP G
Exogenous variables: C

Date: 1002217 Time: 22:23

Sample: 19380 2015

Included observations: 31

Lag Laogl LR FPE AlC SC HCQ

0 -852.7885 A 3.06e+21 55.14764 5524016 5517780
1 -795.0485 104.3044" 9.55e+19 51.68055 51.95810" 51.77102"
2 -793.3358 2.872899 1. 1Me+20 51.82812 52.29069 51.9789
3 -787.4013 9.188903 9.92e+189 51.70331 52.35092 51.91442
4 -f82.0388 7.611303 9.25e+19% 51.61541% 52.44805 51.88683
5 -780.8743 1.502589 1.15e+20 51.79834 52.81601 52.13008

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FFE: Final prediction errar

AlC: Akaike information criterion

3C: Schwarz information criterion

HCQ: Hannan-Quinn information criterion

oaiba Ao HLEA) aladiud PR e caaladl 8 Apeall HLEA) A5 :(6) o8y Gala

Pairwise Granger Causality Tests
Date: 1042217 Time: 22:31
Sample: 1930 2015

Lags: 1

Mull Hypothesis: Obs  F-Statistic Prob.
D(G) does not Granger Cause D(GDP) 34 026173 06126
D(GDP) does not Granger Cause D(G) BT3212 0.0229
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Correlations
GOF G
GDP Fearson Correlation 1 a3
Sig. (2-tailed) 048
-» M 36 36
G Pearson Correlation 33z 1
Sig. (2-tailed) n4a
M 36 36
* Correlation is significant atthe 0.05 level (2-tailed).
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