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Abstract: The literature on government spending and its impact on economic
growth is rich. The literature covers many countries during many different
periods of time. When we analyze the literature on Saudi Arabia however, we
notice the following several observations. Some studies show a positive impact
of government spending on economic growth in Saudi Arabia, a conclusion that
agrees with Keynesian economics theory. Others however could not find such
positive impact, especially in the long run. In addition to this scientific debate,
we also notice that the empirical literature on Saudi Arabia is scarce when
compared to other countries. Finally, we could not find any study that covers the
time period from 1999 to 2019. Based on all of this, our study comes to
contribute to this area by investigating the impact of government spending on
economic growth in Saudi Arabia from 1999 to 2019. Our results show that after
controlling for inflation, money supply, and interest rates, government spending
does affect economic growth in Saudi Arabia positively, and this result is
statistically significant. Thus, our result is also in alignment with Keynesian
economic theory, and hence emphasizes the importance of fiscal policy in
achieving the goals of Vision 2030.
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{(Expenditure) (e sSall Glasy) juxia /Y

(38he e ALuludl) sas 5l 3 e (Expenditure) oo sSall Gy juxia s sing radell o 8
Null hypothesis: EXPEND has a unit root

(Btke Alulidll) Ban ) pia o o sSall BAY) i g iy Y il o 4l

A O glaalls pane LS il e Jpeanll a3 1 (oo il ol el

EXPENDITURE 4dedad) 4 ) j&ia) Ll :(1) ady Jo>

Null Hypothesis: EXPENDITURE has a unit root
Exogenous: None

Lag Length: 0 (Automatic - based on SIC, maxlag=4)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -0.358544 0.5427
Test critical values: 1% level -2.685718

5% level -1.959071

10% level -1.607456

Eviews 10 gl aladinly g 4l jall cilbhaes aladinly sl slac ) (e 1 jeaal)
A ey (EXPENDITURE aladall 4y ) i) lialy dalaiall 5 (1) Jsaal) gzl A (g
5 prob=0.5427 dad Ladi Syl aall g alall olai¥) A ja (e IS 25a e B2 gll A L)
i ) i) a5 ade iay 138y sl 53 ns Api b U i s 0,05 e LS
Ay G g 68 siane Lgland 591 55l ol jal o iy Le 1385 DS g sl (o 8 fnn it L
.DEXPENDITURE 3yl dlulull e

24



(MECSJ) s il dalall a1 il 4 wall 5asaia ALaLatl g ) Alpal
2023 ( BK ) O smsadll g el aall
ISSN: 2617-9563

www.mecsj.com/ar/

EXPENDITURE adealuall J ) (380 4 ) jfia) JLd) 1(2) Jsaa

Null Hypothesis: DEXPENDITURE has a unit root
Exogenous: None

Lag Length: 0 (Automatic - based on SIC, maxlag=4)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -4.200129 0.0003
Test critical values: 1% level -2.692358

5% level -1.960171

10% level -1.607051

Eviews 10 gebi_n alasinly 5 4wl il ldass aladiuly Glald) dhel (e ;i)
diagi & 3 DEXPENDITURE alulull & 5 s Uil dalaiall 5 (2) Jsaal) g6l YA (e
O g sall Jlh San JUA) IR s 4dle s (EXPENDITURE dila) Aluloll 55 il ¢l yal
Ssa s dpia i Gl Jixg 1385 0.05 (e S8 025 prob=0.0003 daf Laadl il as g ale ola)
Lo ALl o Sixey DEXPENDITURE Alalull 3 ) jEiul] 3ia5 ey 1385 ol jds
1(1) s 1 4,3 ;e 4lSia EXPENDITURE

(1) & &

25



(MECSJ) 45l s dsalal) o) il 48 jaal) aaxia ALalitl) 4 Y1 Alaal
2023 ( ST ) cymadly e a3
ISSN: 2617-9563

www.mecsj.com/ar/

DEXPENDITURE
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(Qrowth) syl saill e /Ll
(38ie e AL 30a 1) j3a e (growth) saba®y) saill jaaia (5 sing sadall (2
Null hypothesis: growth has a unit root

S laby (5fiee Abalull) 3ax gl s e s0laBY) gaill e s sing Y sl (il
(3) & dsax (& e s LS il e Jganll a3 Jlgd S

san gl LAl OYA (a5 egrowthiluludl 4y ) jinl sl Al 5 (3) Jsaad) g6t A G
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growth ladudl sas gl jia JLid) :(3) b o2

Null Hypothesis: GROWTH has a unit root
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Exogenous: Constant

Lag Length: 0 (Automatic - based on SIC, maxlag=4)

t-Statistic  Prob.*

Augmented Dickey-Fuller test statistic -4.479937  0.0024
Test critical values: 1% level -3.808546

5% level -3.020686

10% level -2.650413

Eviews 10 gl alasiuly s 4ol jall cilidana alasialy sl dlac) (e 1 juaall
(2) & Ja

GROWTH

10 |

00 02 04 06 08 10 12 14 16 18
:(Inf) a3l Jaza ypie /BIG
(e ye Alulull) saa gl Ha e (inf) pdoaill Jara yaie (5 ging tpdall (2 5
Null hypothesis: inf has a unit root

(Bo8ine Alulidly Bas 1) H3a e inf paie (s gisa Y el )
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Al 0 ganlly Case LS ) e Jpumall 5 158 (S0 a6l sl

inf Audadl 3aa gl Jia L3 (4) a2y Joda

Null Hypothesis: INF has a unit root
Exogenous: None

Lag Length: 0 (Automatic - based on SIC, maxlag=4)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -1.542609 0.1128
Test critical values: 1% level -2.685718

5% level -1.959071

10% level -1.607456

Eviews 10 gl alainly g 4l jall clilass aladinly Glald) slac ) e : jsuaal)
aa il Hds sl IR ey cinf Aludad) 4y ) siul HLaAl dslaiall g (4) Jsasd) @l A e
138 5.0.05 e ST 025 prob=0.1128 das Jaadl il aall g alall olaf¥) 48 30 (g0 IS 250 0
e e e gl may Ayl ST BEaS ade ey 108 cas gl s dsa g i b Jad e
syaall AL e elly Jeasiiy b i Lebaal JI5¥) (B dll ¢l jal e divg L 1285 (DS ¢ 5l
Dinf

inf Aleabeall Jo¥ (3A0 4y ) EiuY) LA 1(5) Je

Null Hypothesis: DINF has a unit root
Exogenous: None

Lag Length: 0 (Automatic - based on SIC, maxlag=4)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -6.142473  0.0000
Test critical values: 1% level -2.692358
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5% level -1.960171
10% level -1.607051

Eviews 10 gebi s alasiuly 5 dul jall Clidars alasiuly Glald) dlac ] (e 1 jdaal)
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DINF
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Null hypothesis: R has a unit root
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(6) i) Jsam Oie 9 LS ) e Jpanll o3 Hl8 S Ll e abog

saagll Lda L) YA Gas R ALl Ay ) i) UL ddlal s (6) Jsaall i IS (e
I5a g daa B yady iy 138 50,05 e S (A5 prob=0.0040 e aadl had culil) asll 252 59

1(0) sl 3_tuse Lgal imay ey i EiuY) (5883 ey 385 chansl) jda
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Null Hypothesis: R has a unit root
Exogenous: Constant

Lag Length: 1 (Automatic - based on SIC, maxlag=4)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -4.277125  0.0040
Test critical values: 1% level -3.831511

5% level -3.029970

10% level -2.655194

Eviews 10 gl aladinly g Al jall Gldana aladiuly glalll dlae) e : jaal)

(4) ) dsd
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(M) 25l o (i pall jaia sl
(5 e e ALl 33n 51 s e (M) 300 o (im jall e 5 sing spael) m d
Null hypothesis: M has a unit root
(Botiue ALulidl) 3aa ) j0a e Mol e (i jall yiade (5 5ian Y daad) (il
Al J glaadly (e LS 8l e sl i 168 (Son Jlas) o) jabas

M Al Bas gl da JLER) 2(7) ) Jga

Null Hypothesis: M has a unit root
Exogenous: Constant, Linear Trend

Lag Length: 1 (Automatic - based on SIC, maxlag=4)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -2.627636 0.2732
Test critical values: 1% level -4.532598
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5% level -3.673616
10% level -3.277364

3l da LA JBA (e s (M ALl A ) il Lasly daliall g (7) dsaad) @ JA (e
138 5 ban il ,da Ssas A b Jsd im 1385 0.05 e S) 25 prob=0.2732 dad Laadls
Gl sl al e divg L 1385 «DS g5l e e Ll ina gl jEY) $8a3 e Jin

DM a2l dlulul) e iy Joaati g o3 i lelaad V)

M Aadadt J5Y) (340 4y ) 8ia) JLad) o (8) Jes

Null Hypothesis: DM has a unit root

Exogenous: None
Lag Length: 0 (Automatic - based on SIC, maxlag=4)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -1.016881  0.2666
Test critical values: 1% level -2.692358

5% level -1.960171

10% level -1.607051

Eviews 10 gl alasiuly s dul jall cililana alasialy lialll dlac ) (e 1 juaall

Gl elal dagii (4 Al DM Alulull 4 ) il lasly dalaiall 5 (8) Jsaall &5 JBA (e
Aaf a3l il an g ple olad) G52 sl S8 S0 JUERI IR Gy 4o 5 (M2 Ao ALl
Gl pde iay e as gl i dsas A jd Jsd ime 0.05 e ST a5 prob=0.2666
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DDM 83l Alulidl _le el Joani s 66 jfies
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Null Hypothesis: DDM has a unit root
Exogenous: None
Lag Length: 0 (Automatic - based on SIC, maxlag=3)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -5.045880  0.0000
Test critical values: 1% level -2.699769

5% level -1.961409

10% level -1.606610

Eviews 10 gl alasiuly s ol jall cilidana alasialy (sl dlac) (e 1 jaall

Gl el a) dagii & Al DDM Alaludl 4 ) jaind )lisly ddlaiall g (9) Jsaadl =il A (1
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(el pUa ) 8 8 485 1(10) Jgaa

VAR Lag Order Selection Criteria

Endogenous variables: GROWTH EXPENDITURE
INFMR

Exogenous variables: C
Date: 11/23/22 Time: 22:15
Sample: 1999 2019

Included observations: 19

Lag  LogL LR FPE AIC sC HQ

0 -4443165 NA 2.39e+14 47.29648 47.54501 47.33854
1  -367.9395 104.5159 1.20e+12 41.88837 43.37959 42.14074

65.59801 9.27e+09 36.32019 39.05410 36.78288
2 -290.0418 * * * * *

Eviews 10 gl aladialy g dul jall ildasa aladialy (lialil slac ] (e ; jbaal)

‘Jashll Ja¥) B A8l 3 gand) jLad)
Sigalas 1355 duagia (3d g Aand) LSRN (11) o>

Dependent variable: GROWTH
Excluded Chi-sq df Prob.
EXPENDITURE 0.904817 2 0.6361
INF 1.968620 2 0.3737
M 2.836224 2 0.2422
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R 3.861155 2 0.1451

All 11.95311 8 0.1533

EVieWs 10 geabi s alaaindy 5l all Clibine alaainly sl dlae ] (e : jhaal

AS]) 4 giaall (G8a5 aae JaaBl (11) Jsaall (8 Caaell 58 sabay dongia 385 Al HLis) A (e
8 jiiall Judlll VAR (2) z3sei (e IS s e Jaris agle 5 Jyshall Ja¥) 8 daad) 2830l
Adal sl s e Joastil

Al @l psiad VAR gagadl) il 1(12) Joa

Dependent Variable: GROWTH
Method: Least Squares
Date: 11/24/22 Time: 00:12
Sample (adjusted): 2002 2019
Included observations: 18 after adjustments
Variable Coefficient Std. Error t-Statistic Prob.
C 10.65676 1.560199 6.830384 0.0001
DEXPENDITURE(-2) 0.881089 0.397149 2.218537 0.0537
DINF(-1) 1.596881 0.477004 3.347733 0.0086
DINF(-2) 1.726856 0.528693 3.266275 0.0097
DDM(-1) 4.73E-05 1.20E-05 3.940015 0.0034
R(-1) -4.697586 0.944641 -4.972881 0.0008
DINF 1.444979 0.347256 4.161135 0.0024
DDM 4.21E-05 1.45E-05 2.910698 0.0173
R 1.228003 0.691406 1.776096 0.1094
R-squared 0.833620 Mean dependent var 3.636903
IAdjusted R-squared 0.685727 S.D. dependent var 3.811872
S.E. of regression 2.136938 Akaike info criterion 4.663478
Sum squared resid 41.09853 Schwarz criterion 5.108663
Log likelihood -32.97130 Hannan-Quinn criter. 4.724863
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