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Abstract:
This study aimed at analyzing and measuring the role of fiscal policy in
achieving economic growth by focusing on public expenditure and tax

revenues.The hypothesis of study is a strong positive relationship between fiscal
policy and economic growth in such a way that fiscal policy can increase the rate
of economic growth. The study concludes that there is causative relationship

between government expenditure and economical growth. And There is no
causative relationship between economical growth and government expenditure
due the probability of 5%. This indicates that there is no long-term balance
relationship between expenditure and economical growth.
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*Mac Kinnon (1986) one-sided pvalues.

Augmented Dickey-Fuller Teat Equation

Depandent Variable: D(DEFICIT)
Method: Least Squares
Date: 082517 Time: 10:18
Sample (adjusted): 1991 20158
included obasarvations: 25 after adjustments
Bl e e e, LLLLLLLLS. e
DEFIC‘T (-1) -O 41 5733 0.1798902 -2.309724 0.0298

Method: LaastSqmms (Gauss-Newion / Marquardt steps
Daie: 0704117 Time: 14220 )
Sample (adjusied): 1991 2015
Included obsesvations: 25 after adjusiments
GDP=C(1}*C2)*G+C(3)*"DEFICIT +C{4)* TREND
Coeflicient Sid. Error - Siatistic Prob.
(1) + 9710.186 3280697 29597904 0.0075
C(2) 0.001171 0.000463 2530058 0.0195
C3) -0.000216 0.000157 -1.376959 0.1830
C(4) 2066.193 3586277 5761387 0.0000
R-squared 0937567 Mean dependent var 4328230
Adjusied R-squared 0928648 S.D.dependent var 21238.34
S.E. of regression 5673.150 - Akaike info crilerion 20.27052
Sum squared resid 6.76E+08 -Schwarz crilerion 20.46554
Log likelihood -249.3815 -Hannan-Quinn criler. 20.32461
F-stalistic 41051199 Durbin-Walson siat 1.373379
Prob(Fsiafistic) 0.000000
B YoNA /e prbd! autalt
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Not W@m 4 sanitiroot - e /
Banchaidith: 3 (mm automatic) using Bartiett keme! /
P Adj.+Stat  Proge |
m X7 Ceipaser cCoooms
eslc -2 vEhleds: 19 love| -3
5% level -2.086225 v
10% level -2.632004
Macidnnon (1986) one-sided p-values.
Residual vanance (no comection) 4.338-08
HAC cosreciad variance (Bartielt kemel) 1.34E+09
Phillips-Peron Test Equation
wm D(ADP)
ptethod: Least SQUarses
Date: O7/04/17 w% - _
uf‘w
. 088160 0.081220 -12.28057 0.0000
GDS( il -23187165 6023.518 7.160842 0.0000
R-aquared 0.867842 Mean dependent var -8158.656
Adjusted R-aqguanad 0.862006 8.D. dependent var 420.
B.E. of regression 21094.80 Akaike Info critecion 22.68416
Sum aquared resid 1.08E+10 Sciwarz criterion 22.08167
Log liketinood -284.0620 criter. 22.01120
F-atatiatic 151.0338 Durbin-Watson stat 0.110324
Prob(F-statiatic) ©.000000
=t
Null Hypothesis: GDP has @ Unit root "l:'w’?
: Constant i 5
Lag Length: O (Automnatic - based on SIC, madag=0)
aD¢ t-Statistic Prob.*
mented ler test statistic -12.28957 __ 0.0000 _
Test critical values: J 1% leve! -3.724070 1
5% lavel -2 986225
10% level -2 632604
“Mac Kinnon {1996) one-sided p-values.
Augmentad Dickey-Fuller Test Equation
Depandant Variable: D(GDP)
Method: Least Squares
Date: 070417 Time: 1423
Sample (adjusted): 1981 2015
ncluded observations: 25 after adjiusiments
Variable Coefliciant Sxi Emror t-Siatistic Prob.
GDPE1) 0998160 0081220 -1228957  0.0000
[ o4 43187.65 6023.515 7.169842 0.0000
R-squared 0.867842 WMean dependent var -8158.656
Adjusted R-aquared 0.8620068 8.D.dependentvar 5842093
S.E. of regression 21604.80 Akaike info criterion 22 88416
Sum squared resid 1.08E+10 Schwarzcriterion 2298167
Log likelihood -284.0520 Hannan-Quinn criter. 2291120
F-atatistic 151.0336 Durbin-Watson stat 0.110324
Prob(F-statistic) 0.000000
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Null Hypothesis: INFAﬂ:)Nm'mnmnt
‘mmommnuﬁe based on SIC, WI

*Mac Kinnon {1998) one-aided p-values.

Augmented Dickey-Fuller Test

Dependent Variable: DANFATION)

Method: Leest Squares

Date; 07,0417 Time: 11:13

Sampie (adjusted): 1991 2015

Included observations: 25 after adjustments
L

Variable Coeflicient 8id, Ervor t-Statintic Prob.
== g :
INFATION(-1) 0.300231 0.146782 -2.108737 0.0458
e ——  — —
R 0.155734 Mean dependent var -2.1
Adjusted R-squared 0.155734 8.D. dependent var 108.5693
S.E. of regression 90.75781 Akalke Info criterion 12.08255
8um squared resid 238838.9 Schwarzcriterion 12.13130
Log likelihood -150.0318 Hannan-Quinn criter. 12.029607
Durbin-Watson stat 1.637803
y -
Ml WL“NFA‘I‘IOI! '}':f, unit root A
Bandwidih: 5 (Neweay-West automatic) using Bartiett kermel
- Ad). 1-Stat Prab.»
et Pl atatis =2 0.
Test critical m!‘uaa 1% lavel -2.660720
v 5% level -1.955020 e
10% leve! -1.600070
*Maciinnon (1906) one-sided p-values.
Resaldual variance (no comection) 2553.558
HAC commected variance {(Bartiett kamel) 8314.035

Phillips-Pearron Test
Dependent

Method: Least Squares
Data: O7/04/17 Time: 11:

Sampile
Included

Equation
Variable: DINFATION)

(adjusted): 1991 2015
observations:

10

: 25 after adjustments '
Variabile Coefficient 8. Error -Statistic Prob.

INFATION(-1) -0.300231 0.146782 -2.106737 0.0458

R 01855734 Mean dependent var -2.120000
R-aquared 0.155734 8.D. dependentvar 108.5693

S8.E. of regression 9D 75781 Akalke Info criterion 12.08255
Sum squared resld 2388380 Schaearz criterion 1213130
Log iikelinood -150.0318 Hannan-Quinn criter. 12.00607

siat 1.637603

YoV4 /e aluadl audall
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Variable: GROWTH

Date: 07/04/17 Time: 13:47
Sample: 1990 2015
: 26

c1 o7
o 0000001 @- Cad g

c3) -107.3231

Adjusted R-squared 0.582403

S.E_of regression 17.24898

Sum squared resid 6843.132

Log likelihood -109.3402

F-statistic 18.43314
Prob(F-stadistic)

-
WLMW(WIMMM) .
2

)

Included observations
GROWTH=C(1)+C(2)*G+C(3)"DUMMY 2)
—_"’u—’———__—d’__———’/—’_’———

Coeflicient

/—_'
10.91521 4585704 2380269  0.0260
644E-07 -0.189068  0.8517

17.84624 6013765 0.0000

Mean dependent var 6.238077|
S.D. dependent var 26.69222
Akaike info criterion 8641551
Schwarz criterion 8.786716
Hannan-Quinn criter. 8.683353
Durbin-Watson stat 2118328

GRS
1] S =L
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e
M‘ ues: 19 level -4,.394300
TostoCRCalie v 5% level -3.:612199
10% level -3.243079
e = = ————
=Mac Kinnon (1996) one-sided p-vaiues.
—
variance {no comection) 1.03E+1
mcmm (Bartiett kermel) 1.03E+12

illipa-Pemon Tesat Equation
Variable: D(G.2)
Least uares
O7/04M17T Time: 11:19

Variable Coefliclent 8id. Ermvor t-Statistic Prob.
D{G-1)) -0.903058 0.226163 ~3.902045 0.0007
-274146.4 8 -0.550487 0.5876
@TRENDC1900™) 22 37372.91 1. 748502 0.08953
R-aquaned 0.433638 Mean dependent var 8332.058
Adjusted R-sqguared 0.370899 8.D. var 1378138,
S.E. of regression 1088410. Akalke Info criterion 30. 74828
Sum squared reald 2ATE+13 30.80654
Log ineelinood -3688.0014 Hannan-Qulnn criter. 30.7688385
F-atatiatic B8.030390 Durbin-Watson stat 1.9331808
Prob(F-statiatic) 0.0025858
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MacKinnon {(1966) one-sided p-valuas.

Aucgrmented Dickey-Fuller Test Equation
Dependent Variable: D{GROWTH)
Method:

Leaast Squares
Date: 070417 Time: 11:07
Sampile {(adiusted) 1091 2015
inciuded observations: 25 after adiustmeants
GROWTHET) -1.1368424 D 200533 -5.423812 0.0004)
C 7.215288 5621082 1.283611 0.2-121'

Auvgmented Dickey-Fuller Tast Equation

Dependent Variable: D(G,2)

Method: Least

Date: 07/04/17 Time: 11:16
(adiusted): 1992 2015

'MaeKIrmonﬂ 9686) mldid p-valuu

Sampie (& .
included obsearvations: 24 after adjustments
— —

W e
DXG(-1)) -0.2903058 02261863 -3.902045 0.0007
c -274146.4 498008.8 -0.550487 0.
@TRENDC1980M 8527522 37372.91 1.748502 0.0053
—
R-aquared 0.433838 Maan dependent var 8332.958
Adjusied R-aquared 0.3706090 B8.D. dependentvar 1378138.
8.E. of regression 1088410. Akalkse Info criterion 30.74028
Sum squared 24TE+13 Schwarzcriterion 30.806854
Log likslihood -365.09014 Hannan-Quinn criter. 30, 7883”7
F-atatistic 8.030380 Durbin-Watson stat 1.8331F
Prob(F-atatiatic) 0.002558

Y14 /e autbd! k) —



U:""',)';)L" ‘_,lr. & éJL.ul T 31 g&]&g ikuas b“:i

Palrwiss Granger Causallly Tests
Date: 0704117 Time: 13:53
Sample; 1990 2015

Lags: 2 |
s ——— -
he F-Stafistic  Prob.

Obs

Null Hypothess:
_-:-m—eec

027312 07641

DEFICIT does not Granger Cause GROWTH 23
GROWTH does not Granger Cause DEFICIT 0.13007 06711
e oTis - ront conoemeti wein Bartet herne St
Ad). +-Stat Prob.=
Tast critical valles: - 1%::: El (;E%_%
*hMacidnnon (1995) one-sided p-values.
s:‘.:m variance (Mo cormection) " ::;gg:: g

Meathod: Lesst SQuUaSNeD
Dade: 070417 Time: 1121

Sampie (adjusted): 19001 2015
Inclucded observations: 25 afer sdjustmerits
DEFICIT1) -0.415730D 0.179082 =2.309710 0.0208
O.A77748 Mean Sepancent var ~-B10483.7
Adjusted R-sguanad D.1777468 5S.D. dependent var 8788483,
S.E. of regression 7069240. Alkaiie info criterion 34.65025
Surm sqguared resid 1.52E+18 Schwarz criterion 34. 70801
Log Hkalihood Hannan-Crulnrn criter. 34.87278
Durbln-vwatson stad 1. 7E8H8215

Pairwise Granger Causallly Tests

Date: 07/04/117 Time; 12:31
Sample: 1990 2015
|L898¢ 2
|

Null Hypothesis: Obs F-Statistic  Prob.
F@
G does not Granger Cause GROWTH 24 047792 06273

041322 06673

[ GROWTH does not Granger Cause G

Yo14 /s porbuadt aucall
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Date: 07/04/17 Time: 13:50

Null Hypothesis: has a unit root N _j‘ 3 ‘\
Exogencus: Constant >~
Banawiath: 4 (Newey-West automatic) using Bartiett kemel
Adl. -Stat Prob.»
~ Cagszsra (0.0007)
Test critical values: 1% level -3.724070
536 love! -2.986225 v
10% level -2.632804
———
"MacKinnon (1996) one-sided p-values,
Residueal variance (no cormection) S97.9909
HAC comecied variance (Bartiett kerne!) 439 4006
Phillips-Permron Test Equation
Dependent Variable: D(GROWTH)
Method: Least Squares
Dabte: O7/O04M17 Time: 11:09
Sample (adjusted) 1991 2015
Inciuded observations: 25 safter adjustments
Variable Coeflicient Std. Error t-Statintic Prob.
GROWTH{-1) -1.138424 0.209533 -5.423812 0.0000
c 7215288 5621082 1.283611 02121
R-equared 0.561192 Mean dependent var 1.153800
Adjusted R-asquared 0.542121 B.D. depsndernt var 40.70572
S.E. of regression Z7.54428 Akslke Info criterion 9.548083
Sum sqguared resid 174480.77 Schwarz criterion 9.86438583
Log likeiihood -117.32680 Hannan-Quinn criter. 8.573128
F-atatistic 2041556 Durbdi stat 1.484416
Frob(F-statistic) 0 000016
mﬂmmm L MY R = L

-~ Method: msm(wm!mm)

Sample (adjusted). 1991 2015
included observations: 25 after adjustiments .
GROWTH=C(1)}+*C(2)'DEFICIT+C{3) DUMMY 3 BV
Coefliciert Sud. Emor t-Statistic Prob.
ct1) st 8y 12.42366 3.030836 &1’50.? 355 %%
. Qe 4E0T  A3SED7 0927 ;
(reGm %; -108.8360 1761831 6177433 0.0000
R-squared 0634875 Mean dependent var 6.487600
Adjusted R-squared 0601682 $S.D. dependent var 27.21166|
S.E_ of regression 47.17305 Akaike info criterion 8636831
Sum squared resid 6488.783 Schwarz criterion 8.
Log likefihood 1049604 Hannan-Quinn criter. 8.
F-stafistic 19.12665 Durbin-Watson stat 2201
| Prot(F-statistic) 0.000015
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