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Determine the Optimal Size of Government Expenditure in Saudi Arabia
for the Period (1970-2017)
Abstract:

The aim of this study is to determine the optimal government expenditure
in Kingdom of Saudi Arabia, during the period of 1970 - 2017. The study has
used econometrics methods, such as Time series stationary test, Johansen
cointegration test, Fully modified least squares, and Dynamic least squares, by
following the methodology which used by (Barro, 1990). It found that the
optimal government expenditure in Kingdom of Saudi Arabia, which contributes
in increasing economic growth to achieve its higher level, must adjusted
between 21.8% - 22%.

According to the results, the government expenditure to GDP ratio in
Saudi Arabia was not working within the efficiency except during the first ten
years, from 1970-1980 and the years 2005 and 2010 only. In another words,
the Saudi expenditure ratio exceeded the optimal point of government
expenditures during the period of 1970-2017 which affected negatively the
economic growth, except the first ten years plus years 2005 and 2010, which
affected positively the economic growth.

Keywords: Government expenditure, optimal government expenditure,
Government expenditure efficiency, Economic growth, Government expenditure

to GDP ratio.
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72-53 ¢ uaiill g Lantil yiaa¥) dlne

Gadal

Uaniuw (3) ad) Jgaad)

ST pall canaly las) el Il sl GUEY) canal] Dpilian¥) gl

GDPGROWTH NGEXPTONGDP

13.09822

8.031611

190.9826

-17.44892

30.72796

4.206012

25.11842

1096.640

0.000000

615.6164

43433.55

47

23.86880

24.36642

35.22252

8.431545

6.141568

-0.260826

2.731242

0.674355

0.713782

1121.834

1735.067

47

Mean

Median

Maximum

Minimum

Std. Dev.

Skewness

Kurtosis

Jarque—-Bera

Probability

Sum

Sum Sq. Dev.

Observations

S pall) canaiy las) el L gl GUEY) canad oy Aliall Ganadal (2) A8 YA
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1970 1975 1980 1985 1990 1995 2000 2005 2010 2015

| —  NGEXPTONGDP —  GDPGROWTH |

SaBY) el canaiy Lualilly Aleal) Asall Il agSal) GUYL Al o) gran iy (4) ad) dsaad

GDPGROWTH NGEXPTONGDP Years
NA 15.85668 1970
33.22175 13.33871 1971
24.25474 12.72718 1972
38.31636 14.15782 1973
190.9826 8.431545 1974
2.055627 14.53109 1975
37.32450 16.85226 1976




15.74799 18.32396 1977
4.339996 24.26678 1978
37.77133 21.65357 1979
45.60406 15.89039 1980
13.88174 19.54932 1981
-15.72637 26.18429 1982
-15.04681 29.76419 1983
-5.541265 30.13773 1984
-10.73162 31.90148 1985
-14.42875 34.66648 1986
-0.338178 35.22252 1987
2.987558 30.93317 1988
8.031611 33.59556 1989
23.37400 29.01626 1990
12.40582 34.15512 1991
3.679086 29.74167 1992
-3.005353 26.30226 1993
1.659788 24.20876 1994
6.042653 23.45723 1995
10.68720 24.36642 1996
4.601694 26.03158 1997
-11.44353 28.19581 1998
10.17981 25.40983 1999
17.18927 25.86308 2000
-2.837484 27.32669 2001
2.969765 25.95095 2002
13.81905 24.48452 2003
19.89479 22.85910 2004
26.84660 21.34028 2005
14.68348 22.03925 2006
10.43832 20.66207 2007
25.04518 17.70425 2008
-17.44892 22.18701 2009
23.09714 20.20283 2010
27.07870 19.38950 2011




9.644258 19.97094 2012
1.450088 22.44780 2013
1.299572 26.06045 2014
-13.49645 30.00348 2015
-1.426684 25.82717 2016
6.481711 24.50144 2017

Prob.

0.0000

0.0000

0.0000

27.42060

0.727154

-5.207719

-5.089624

-5.163279

1.332668

Giual) clapal) Aoy g )b duaglie gilis (5) a8 Jgaad)
Dependent Variable: LOG(RGDP)

Method: Least Squares

Date: 05/17/19 Time: 17:26

Sample (adjusted): 1971 2017

Included observations: 47 after adjustments

t-—Statistic Std. Error Coefficient  Variable

31.24873 0.008693 0.271659 LOG(RT)

274.3005 0.003592 0.985415 LOG(RT2RGDP)

10.68123 0.100317 1.071512 Cc
Mean dependent var 0.999455 R-squared
S.D. dependent var 0.999430 Adjusted R-squared
Akaike info criterion 0.017359 S.E. of regression
Schwarz criterion 0.013259 Sum squared resid
Hannan—Quinn criter. 125.3814 Log likelihood
Durbin-Watson stat 40336.46 F-statistic

0.000000 Prob(F-statistic)

Dependent Variable: LOG(RGDP)

Method: Fully Modified Least Squares (FMOLS)




Date: 05/17/19 Time: 17:28
Sample (adjusted): 1972 2017
Included observations: 46 after adjustments

Cointegrating equation deterministics: C
l%on rgph covariance estimate (Bartlett kernel, Newey-West fixed
andwi

= 4.0000)

Prob. t-Statistic
Std. Error Coefficient Variable

0.0000 25.13303

0.010958 0.275410 LOG(RT)
0.0000 206.9645

0.004747  0.982477 LOG(RT2RGDP)
0.0000  8.799272

0.131620 1.158158 C

27.45919

Mean dependent var 0.999405 R-squared
0.684794

S.D. dependent var 0.999378 Adjusted R-squared
0.012551

Sum squared resid 0.017085 S.E. of regression

0.000470 Long-run variance

Dependent Variable: LOG(RGDP)
Method: Dynamic Least Squares (DOLS)

Date: 05/17/19 Time: 17:29

Sample (adjusted): 1973 2016
Included observations: 44 after adjustments
Cointegrating equation deterministics: C

Fixed leads and lags specification (lead=1, lag —lll‘
Long run variance esumate (Bartett Kérnel, Newey-west tixed
wid

ban
4.0000)

Prob. t-Statistic Std. Error Coefficient Variable

0.0000 13.83669 0.019373 0.268060 LOG(RT)
0.0000 164.5970 0.005949 0.979262 LOG(RT2RGDP)
0.0000 7.718116 0.160233 1.236698 C

27.47481 Mean dependent var (0.999523 R-squared

0.637918  S.D. dependent var (0.999414 Adjusted R-squared

0.008345 Sum squared resid (0.015441 S.E. of regression
0.000544 Long-run variance




