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Abstract

This study aims to investigate the effects of government expenditures on
private investment in Iran over the period 1971 - 2005. The government
expenditures are disaggregated into consumption and investment
expenditures. The empirical studies of the issue are carried out via Johansen
cointegration analyses.

The evidence suggests that the government investment expenditures
complement and stimulate private investment, while the government
consumption expenditures have been crowding out private investment.
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Test Statistics and Choice Criteria for Selecting the Order of the VAR Model

Based on 31 observations from 1353 to 1383. Order of VAR = 3

List of variables included in the unrestricted VAR:
LPI LGDP LGI LGC LBC
LP

List of deterministic and/or exogenous variables:

D59 D57 T

Order LL AIC SBC LR test Adjusted LR test

3 291.9086 165.9086 75.5674 @ wmmemm  eeeee-

2 208.1515 118.1515 53.6220 CHSQ( 36)= 167.5143[.000] 54.0369[.027]
1 169.5558 115.5558 76.8381 CHSQ( 72)=244.7057[.000] 78.9373[.269]
0 54.1689 36.1689 23.2630 CHSQ(108)=475.4794[.000] 153.3804[.003]

AlC=Akaike Information Criterion = SBC=Schwarz Bayesian Criterion
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ECM for variable LPI estimated by OLS based on cointegrating VAR(1)

Dependent variable is dLPI

33 observations used for estimation from 1351 to 1383

Regressor Coefficient Standard Error T-Ratio[Prob]
Intercept -1.9721 .98604 -2.0000[.055]
ecm1(-1) -.25390 .11662 -2.1772[.038]
D59 11213 11994 .93492[.358]
D57 -.45502 .18470 -2.4635[.020]

List of additional temporary variables created:

dLPI = LPI-LPI(-1)

ecm1 = 1.0000*LPl -2.2361*LGDP -.85417*LGl + 1.7272*LGC -.92995*LB
C+ .46012*LP

R-Squared .18840 R-Bar-Squared .10444

S.E. of Regression .24477 F-stat. F( 3, 29) 2.2440[.104]

Mean of Dependent Variable .039447 S.D. of Dependent Variable .25865
Residual Sum of Squares 1.7374 Equation Log-likelihood 1.7530
Akaike Info. Criterion -2.2470 Schwarz Bayesian Criterion  -5.2400
DW-statistic 1.4920 System Log-likelihood 127.6170

Diagnostic Tests

* Test Statistics * LM Version * F Version *

* * * *

* A:Serial Correlation*CHSQ(1)= 2.1907[.139]*F( 1, 28)= 1.9910[.169]*

* * * *

* B:Functional Form *CHSQ(1)= 1.5041[.220]*F( 1, 28)= 1.3371[.257]*

* * * *
* C:Normality *CHSQ(2)= .61097[.737]* Not applicable *

* D:Heteroscedasticity*CHSQ(1)= .0072821[.932]*F( 1, 31)= .0068422[.935]*

A:Lagrange multiplier test of residual serial correlation
B:Ramsey's RESET test using the square of the fitted values
C:Based on a test of skewness and kurtosis of residuals

D:Based on the regression of squared residuals on squared fitted values.



