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i) Jeleaid! losd C:vtu
Likelihood | Critical Value Hypothesized
Eigenvalue |  Ratio 5% | 1% No. of CE(s)

NY
0.75 91.19 62.99 70.05 None *
0.55 46.92 42.44 48.45 At most 1 **
0.35 21.42 25.32 30.45 At most 2
0.22 7.82 12.25 16.26 At most 3

A
0.88 144.68 62.99 70.05 None *
0.86 81.81 42.44 48.45 At most 1 *
0.51 23.05 25.32 30.45 At most 2
0.06 1.74 12.25 16.26 At most 3

M
0.99 223.32 62.99 70.05 None *
0.85 86.13 42.44 48.45 At most 1 *
0.46 29.65 25.32 30.45 At most 2 **
0.31 11.14 12.25 16.26 At most 3

S

0.83 107.24 62.99 70.05 None *
0.62 50.72 42.44 48.45 At most 1 *
0.32 19.45 25.32 30.45 At most 2
0.20 7.13 12.25 16.26 At most 3
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(V) Jgu>
| [ PES o

NY 5
GC GTR GI NY GC GTR GI A &) ALY
7.3 22.5 56.0 14.2 0.0 12.2 28.6 59.2 1
17.5 23.1 47.4 12.0 0.3 22.4 15.8 61.5 2
15.0 23.0 52.8 9.2 0.9 25.7 19.4 54.0 3
21.5 26.0 44.7 7.8 2.0 25.8 19.1 53.1 4
17.6 34.2 42.1 6.1 4.2 27.7 19.5 48.5 5
16.8 36.6 40.7 5.9 4.1 28.5 19.0 48.4 6
14.9 37.0 42.8 5.2 4.7 28.7 19.1 47.5 7
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Abstract :

This paper is an attempt to evaluate the effect of the
components of Government Expenditure on domestic non-oil
output and its components in the case of Kuwait using annual
data covering the period from 1970 to 2004. The data were first
tested for stationarity and co-integration, the results of these
tests indicate that the variables are stationary in their first
difference and cointegrated. Then a VAR system was estimated
to asses the impact of government expenditure componenents
on domestic non-oil output and its components, the results show
that government consumption has a positive impact on non-oil
output as well as agriculture and services, and a negative impact
on industry. The impact of government investment expendiure is
found to be positive on non-oil output as well as on industry and
services, and a negative impact on agriculture, finaly, the impact
of government transfers is found to nigative on non-oil output as
well as on industry and sevices, and positive on agriculture.
Concerning the size of the impact of government expenditure
components, the results indicate that 92% of the variation in
both non-oil output and services is explained by these
components, while their contribution to the variation in industry
and agriculture are 62% and 49% respectively.

The overall implication of these results is that both
consumption and investment expenditure have a positive impact
on non-oil output, while transfers have a negative impact, this
stresses the importance of the first two types, reflecting the
possible absesnce of crowding-out effect and the non existence
of an income tax system in the country.
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