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0 ABSTRACT O

The question whether or not government expansion causes economic growth has
divided policy makers into two distinctive theoretical camps, as proponents of either big
government or small government. Economic theory would suggest that on some occasions
lower levels of public expenditure would enhance economic growth while on other
occasions higher levels of public expenditure would be more desirable. From an empirical
perspective the evidence generated becomes more confusing as a number of studies favour
one or the other approach.

Using time series data of 21 years period (1990 -2010), this study investigated the
impact of government spending on the Syrian economic growth. Employing
Autoregressive Distributed Lag (ARDL) method to estimate the model specified. Real
Gross Domestic Product (RGDP) was adopted as the dependent variable while government
capital expenditure (GCEXP) and government recurrent expenditure (GREXP) represents
the independent variables.

the results confirm a positive and statistically significant relationship between the
government recurrent expenditure and the Real Gross Domestic Product, which supports
Keynesian Hypothesis. The government capital expenditure has insignificant relationship
with the Real Gross Domestic Product in the short and long run. The explanation for this
finding could be that the level of capital expenditure is too small in Syria over the period
(1990- 2010), not being sufficient enough to alter the GDP growth rate.

Key words: Real Gross Domestic Product, economic growth, government spending,
recurrent expenditure, capital expenditure.
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ARDL Cointegrating And Long Run Form
Dependent Variable: GDP
Selected Model: ARDL(1, 0, 0)
Date: 04/02/18 Time: 22:43
Sample: 1990 2010

Included observations: 20

Cointegrating Form
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Variable Coefficient Std. Error t-—Statistic Prob.
D(RE) 1.193270 0.650771 1.833627 (0.0843
D(CE) 0.076347 0.349278 0.218585 0.8296

CointEq(-1) -0.156938 0.099738 -1.573510 0.0340

Cointeq = GDP - (7.6034*RE + 0.4865*CE )

Long Run Coefficients

Variable Coefficient Std. Error t—Statistic Prob.
RE 7.603432 2.111858 3.600351 0.0022
CE 0.486476 2.267197 0.214572 0.8327
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ARDL Bounds Test
Date: 04/02/18 Time: 22:44
Sample: 1991 2010
Included observations: 20

Null Hypothesis: No long—-run relationships exist

Test Statistic Value k
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F-statistic 15.38475 2

Critical Value Bounds
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Obs*R-squared  1.273262  Prob. Chi-Square(2)  0.5291
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