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The Impact of Government Investment Spending and Inflation on Private
Investment in Saudi Arabia

Imadeddin Ahmed Almosabbeh?

ABSTRACT

The aim of this study is to investigate the nature of the impact of government investment spending and
inflation on private investment spending in Saudi Arabia during the period of (1970-2015). The study used
the Saudi Arabian Monetary Authority and PWT 9.1 data sets. The study used the NARDL method of Shin
and Greenwood (2014). The results showed that the relationship between inflation and private investment
spending is symmetric, while it is asymmetric in the case of government investment expenditure. In addition,
the study shows that the increase in government investment does not affect private investment, while the
decline in government investment leads to a decline in private investment at a high rate.
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(2000) Agarwal and Karahanna sk dujaill dalil)
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A Chge) Al B B @l HLEY) < Al criteria
(Aahl) 038 3 (SC) ke aladi

(18) o) dlladl 3 zisall i sale) ol e
e sale) Al Chsw 4ld (NARDL sl aladauls
Cigw dmse ©aly Ll a8 ) inf sGCFY ilpaidl
D il ) e s sole] DA e e
Jsanll 2w WS INF™ 5 INF* i) o pSlgi)
osSall BlaYh Lalall ddlaly dasgal) aill e o
756 pililadl & WS GCFY™ 5 GCFYY

Luilany) \guatbad g dupal) clily .2 .1

wl dwde clbly sacld e duhll sda el
- Sasrad) el

Ll s3gl ilasl (ailadd 1ol Jsaall Gans
sl by Baanlal) cilaleslll 53k

oLyl Jaes (100=2010) GY  awsll Jlay)
Y Lsese paldll gUadll ) skl yead
Ul ) asall G Jaras CRY (laa) ol
@ opn (galai®y) ~LaY) Jaeag gov (Jeay) sl
(cholall + Slylsll) A ylall slatl) s sty Gy

L laa¥) sl @l )

PCFY = f(GCFY,inf,GY,CRY, gov,opn (16)

2 a2 J<al el alg aadal
9 )

PCFY, = a + B,.GCFY; + B,.inf, +
Bs. GY;+B,. CRY; + Bs. govy + Bg.opn; + €,(17)

ARDL sl alasial Jla 4 z3saill abn LS
:4‘;\35\ gJ\J]\ J<a

d(PCFY,) = a + Ag. PCFY,_, + A,.GCFY,_, +
Ayoinfeq +A3.GYe_ 1 + A,. CRY;_1 + As. gov,_; +
Ag-0pne_q + X7 v ;. d(PCFY,_}) +

oYy d(infe) + Xj5 vs . d(GY,—j) +

T Va,j- A(CRY,_;) + X7 vs,j. d(gove_;) +
Z;'nfo Ye,j-d(opn,_;) + ue (18)

Al @il Aatlasy) (ailodl) 1148, Jgaal

L_,,,u;.“ Jaugl) Shaal) i) asy) Gl liall aae

Mean Std. Dev Obs

PCFY 19.61021 15.70871 46
GCFY 3.687609 4.655976 46
INF 4.017766 7.866287 46
GY 4.187571 9.51267 46
CRY 2.015342 1.518405 46
GOVY 18.72254 10.42669 46
OPN 77.84917 12.70678 46
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UNIT ROOT TEST RESULTS TABLE (PP)
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Null Hypothesis: the variable has a unit root

At Level
With Constant With Constant & Trend Without Constant & Trend
t-Statistic t-Statistic t-Statistic

PCFY -2.3487 -2.0673 -1.8827*

GCFY -14.7707*** -10.4099*** -6.2152***

GY -5.0749*** -5.01*** -4,5905***

CPI -2.3325 -2.5467 -1.9733**

OPN -3.0981** -3.1963* -0.2936

GOV -0.7472 -1.5355 1.2783

CRY 0.7419 -1.9996 1.949

At First Difference

With Constant With Constant & Trend Without Constant & Trend
t-Statistic t-Statistic t-Statistic

d(PCFY) -9.0087*** -23.173*** -9.1414

d(GCFY) -5.3134 -5.8298 -5.1046

d(GY) -14.4524 -16.2127 -14.4177

d(INF) -4.8675%** -4.6909%** -4.9738

d(OPN)  -10.3857 -10.2588*** -10.5115%**

d(GOV)  -5.9595*** -5.8431*** -5.6479%**

d(CRY)  -6.0924*** -6.2947*** -5.6881***

Notes:

a: (*)Significant at the 10%; (**)Significant at the 5%; (***) Significant at the 1% and (no) Not Significant

b: Lag Length based on SIC

c: Probability based on MacKinnon (1996) one-sided p-values.

Youi 2gd B Gupdall G Sl e A Gl Syl sangll s Laa) il 3 a8y Jsaad) Cms
Yo daball & Aalal) S SLa®Y) clpsie Y LS il LaaY) e 4 a8 L ISl Jsatl) dbE as
oalall gyl 3Ly adailly (obaB) galll Lo S LS LY zigal B e sladly Cully PP dungie
Sl e i) GOV asSall BEY) M) of cos (= (SC) Schwarz criterion )lsé Jlae o slacy)
B GCFY (laia] asSall @iy (Jaa)) o) OWAY) Aabead Lawlid) Jags clellady) sae masd Jaf
(sl e 19895 1985 ale b TiSia Yoai lagy imnall (& Bine il il el o i) cpi

O i LS L asSall (plana) Gl e Lod
dal) cysial Agl Jgadl) Jalii pa Sangll jia LI il 12 a8) Jgaal)
oidall LAY) dvlas) dad Prob.  ASigl) Jsadll diw

PCFY -6.008 0.01 1974
GY -6.491 0.01 1974
Inf -5.587 0.01 1976
CRY -4.775  0.063 2009
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Gov -2.924  0.932 1985
OPN -4.747 0.0681 2004
GCFY -25.597 0.01 1989

L) gigal padi .2

oo NARDL sl aladialy dull zisad i
W) b L) Aalad®y) dalsall aal il sass
DLEs) sl ey cngaad) Al (8 Galdll (glenay)
Sl adall e JO Jhall e Bl duag
& @LEaY) By Al et . esSall (g)leia)
Zdshall Al

Gl Ayl #3sal a5 Model0l z3sadll b
Caslad ooty Aahydll Z3sad i DA e gl LAkl
plasial 5 a8 03502 A cpadsall 8 Ll LARDL
(bl dlall axe el Jal e NARDL sl

oagrad :\:u)adl EANPWY| ‘ua‘t:\)ji ‘?_.\),_\'i CoaroEs

mpisth B hotfiistbipbe) s oo elaaull & sl 2
NI Y cala et lls o .
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Variable Model01 Model02 Model03
GCFY_POS -4.926006
(-0.99294)
GCFY_NEG -6.275139 *x
(-2.54248)
INF_POS 0.4817
(1.4946)
INF_NEG 0.1753
(0.5758)
INF 0.6809 * 0.768789 fal
(1.8109) (2.89661)
Gov -0.2032 -0.2990 -0.432763 Fkk
(-1.4978) (-1.6794) (-3.70902)
GY -0.0299 0.1233 0.109832
(-0.2260) (0.6422) (6.76E-01)
GCFY -0.2248 5.2493
(-0.1106) (1.6881)
OPN 0.2378 faled 0.4925 faleie 0.102789
(2.1042) (3.6054) (1.08926)
CRY 3.0399 faleie 2.5782 0.436939
(3.6888) (1.7014) (0.20961)
C -8.2818 -48.1062 ** -105.9954 fala
(-0.7325) (-2.1281) (-2.7891)
PCFY(—1) * -1.8275 faleie -1.3880 faleie -1.417214 Fkk
(-6.5570) (-5.2241) (-4.19878)
F-statistic (K=7): F_table ) . .
8.0459 Reject 6.3780 reject 11.168 reject
(0.05)=3.82
Jarque-Bera 0.3891 Reject 3.0435 accept  3.133732 accept
Obs*R-squared (LM test) 2.6744 Accept 0.2850 accept  2.764032 accept

%5 ANl (ggias dic digins (**)5 %1 AN (g5l dic Digiea (***) Agenall T Aad i (L) Cpasd Om 2B

_ 1 43_ © 2020 DSR Publishers/The University of Jordan. All Rights Reserved.
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Wl ) 12 A8 dlledl aladinly diswadl o W)
D) &5 Cua (2) gaseil] Lol elgw adell (jh (s
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il bl Al Hladl 5 s (3) zdsaill dually
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o2 iy %10 (e n ST FLEaY Probability
Gl Gyl sl gn A o Al
SIS G dagill oda acdy . JaY) dbgh symmetricds laln
Jaee 8 a3l o i 13y Lopusine g okl
O LS paldll glenay) il 4 s Y sl
LY 13 S s Y sl Jaee amliss)
GEY) o Al o ) iy gl dal e
o2 ABle alall ldiul) slaYls laayl cassall
Jhid) 8l i a8 Jishal) JaY) 8 asymmetricis kil
ANV (ggine e digine 3D of (W) Wald Test
pill Caline b @l o) damll eda w3y %10
W) pasSall G ALl aills 4jlae dansal
Y esall (olana¥) Gyl sl ol cdaaalil) g
calind ol A paldl) (glénay) By & s

k_\:\A

Wip ssall) Ja¥) o Wy Jishall Ja¥) b JBLE sl il 1458 Jsaal

Models Variable F-statistic Prob. Decision Result

x Model02 Inf 1.236 0.3169 accept HO Symmetric
= Model03 GCFY 3.265 0.0647* Reject HO  Asymmetric
&= Model02 Inf 3.192001 0.093* Reject HO  Asymmetric
= Model03 GCFY 7.56121 0.0142** Reject HO  Asymmetric

(**) and (*) the significance level at 5% and 10% respectively.
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