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Abstract

The study aims to investigate empirically the impact of
government spending, both consumer and investment, on private
investment in Australia and Panama for the period (1990-2021),
and whether the relationship is competitive or stimulating. It also
aims to reveal the direction of the causal relationship between
the variables in these two countries. The study used models
(Cointegration) for the long-term relationship, vector error
correction models (VECM) for the short-term relationship, and
(Granger) test for the causal relationship. The study concluded
that the effect of government consumption spending is negative
(crowding out) to private investment in the long term in both
countries, and it is positive in the short term in Australia while
negative in the short term in Panama. As for government
investment spending, it did not have any effect in both countries
and for both terms. As for the causal relationship, it was from
government spending, whether consumption or investment, to
private investment, and it was not achieved in any direction in
Panama.
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Table-A Johansen Stat. (Trace Test)

Hypothesized | Eigen Value | Johansen Stat. Critical Prob.

No. of CE (s) (from Trace | Value 0.05
Statistic)
None” 0.817 59.203 47.856 0.00
At most 1” 0.681 32.341 29.797 oY
At most 2 0.347 12.428 15.495 0.62
At most 3 0.085 2.665 3.841 0.10

Table-B Maximum Eigenvalue

Hypothesized | Eigen Value | Johansen Stat. | Critical Prob.

No. of CE (s) (From Max- | Value 0.05
Eigen Test)
None 0.817 33.862 27.584 0.01
At most 1" 0.681 22.912 21.131 0.04
At most 2 0.147 4,763 14.265 0.77
At most 3 0.085 2.665 3.845 0.10
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Table-A Johansen Stat. (Trace Test)

Hypothesized | Eigen Johansen Stat. Critical | Prob.
No.of CE (s) | Value (from Trace Value 0.05
Statistic)

None 0.903 165.048 95.754 | 0.00
Atmostl™ | 0.773 97.293 69.819 | 0-.-
Atmost2™ | 0.627 54.347 47.856 | 0.01
At most 3 0.385 25.764 29.797 0.14
At most 4 0250 11.684 15.495 0.17
At most 5 0.109 3.337 3.841 0.07

Table-B Maximum Eigenvalue
Hypothesized | Eigen | Johansen Stat. | Critical Prob.
No.of CE (s) | Value | (From Max-Eigen | Value 0.05
Test)

None™ | 0.903 67.754 40.078 0.00
Atmost1 | 0.773 42.947 33.877 0.00
At most2” | 0.627 28.582 27.584 0.03

Atmost 3| 0.385 14.080 21.132 0.36
Atmost4 | 0.250 8.347 14.265 0.34
Atmost5| 0.109 3.337 3.841 0.07
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Response Variable : |;
Variables Coff. Std.Error t stat Prob.
GC; -1.993 0.178 -11.178 0.00
Gl 0.042 0.075 0.563 0.58
D; 0.060 0.021 2.842 0.00
IN; -0.137 0.199 -0.687 0.50
R; 0.238 0.080 2.966 0.00
S 0.558 0.136 4.094 0.00
C 37.796 5.395 6.637 0.00
n=32
R*= 0.844
R’ adj=0.807
F stat=22.577
Prob.(0.00)
D.W.=1.883
d.f=25
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Response Variable : I;
Variables Coff. Std.Error t stat Prob.
GC; -1.412 0.477 -2.955 0.00
Gl 0.274 0.297 0.922 0.37
D; -0.150 0.062 -2.428 0.02
IN; -0.323 0.279 -1.170 0.25
R; 0.455 0.233 1.955 0.06
S 0.336 0.080 4.222 0.00
C 36.629 7.391 4.956 0.00
n= 32
R?=0.912
R? adj=0.891
F_stat=43.336
Prob.(0.00)
D.W.=1.982
d.f=25
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Variables Coff. Std.Error t stat
D(l.yy) -0.078 0.073 -1.072
D(GC.q) 0.525 0.185 2.841
D(Dy) 0.011 0.015 0.674
D(S(p) 0.124 0.076 1.637
(Gly) -0.013 0.024 -0.559
(IN(.) -0.235 0.084 -2.783
(Rey) 0.019 0.032 0.592
Usq -0.066 0.026 -2.539
n= 32
R®= 0.487
R? adj=0.324
F=4.987
df=23
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Variables Coff. Std.Error t stat
D(l(-1) -0.636 0.516 -1.231
D(GC1) -7.729 2.169 -3.563
D(D..1)) 0.419 0.278 1.505
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