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A} A5 9 5o FHRL Svbed ko g FARAS Adal
om olof whel A vfEAgE k| S 915 Teo] Ao} AR A
=H 02 APl 7HYstart.

To] Ao} Aol thet 335w ARAYL 1970 hel] A|&A 02 F
tietsitt. olejgt A= GDPo| theh FFAr|A &0 HREARES] 4
A 5L 197039 27} 16.4%, 5.1%14 197830 = 242} 16.1%9F 9.0%
Z UER} F 7)7HEet RITHRRe] HEAsht Afu] i) tigh R AR
o] GDP H]F-& k7t sleeigl ot DAALHALE HF AR FAAES
3.3% ¥kt

3 ARR-T o) AguNEL 197139 21.0%014 1978300 23.71% %
7Vl an, AHe] el E A 197139 9.7%1M 197839} 10.9%=
A3 oLt gL 18 A 3A ot oldl whe FAFAEL 1971d
9] 30.7%14 1978l 34.6% 2 3.9% T Holyton] o] 717 GNPE
239 AR - &L AYF 8.7% ol ol23nt (& DEz)

A T 1971-75% < A8 7.3%14 1976-801340= 8 5% F7}
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1970-80d <t AF
}

2o @ ke diejdge] 2

o}o] Hid,

(& 1) GDPoil Cigt 5 R|Z2| TN 2 30|

Moz AFT o 6.8%9 S7HS
dlorlolel freld W2 Hrhso

53] Wejolalole] Fa4BEY FAMC) e

(1 - %)

dx  ARA ARER RN AN ARAE AR AARE
1970 16.4 5.7 - - - - 5.0
1971 17.0 6.1 21.0 9.7 30.7 8.5 100
1972 171 84 255 10.7 36.2 114 94
1973 16.0 6.4 24.1 8.4 326 6.3 11.7
1974 169 7.0 271 116 39.3 6.6 8.3
1975 179 85 320 142 46.2 114 0.8
1976 175 8.6 335 136 471 74 116
1971 178 9.3 39.8 165 56.3 9.7 78
1978 16.1 9.0 231 109 346 8.3 6.7
1979 15.0 9.1 279 114 39.3 79 9.3
1980 174 11.7 33.8 18.3 52.2 158 74
1981 185 155 36.3 264 62.7 20.4 6.9
1982 189 176 36.1 24.2 60.4 189 6.0
1983 186 17.8 37.2 20.4 576 169 6.2
1984 165 16.2 38.0 159 53.9 13.2 78
1985 165 147 389 12.2 51.1 47 -1.1
1986 165 116 40.3 126 52.9 10.1 1.2
1987 159 9.1 38.2 9.1 474 5.1 54
1988 153 8.8 378 8.7 46.5 1.7 89
1989 15.1 108 372 109 481 16 8.7
1991 145 116 37.1 12.7 49.8 04 98
1991 150 105 38.1 12.7 50.7 05 86
1992 145 150 40.7 137 54.4 2.7 78
1993 149 150 315 12.8 50.2 24 8.3
1994 149 134 36.9 114 483 -3.7 9.3
1995 146 135 34.4 134 478 -3.1 94
199% 136 126 38.3 121 50.5 -39 86
1997 137 128 35.9 136 496 21 7.7
1) GNPZ &34 &<

Z}&. : Ministry of Finance Malaysia. Economic Report. Zt A%
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Tl HATEdh 02 QHdF o] 95l FRpRRRe] 48] frgE et A
ol FHE 9R Y, Gz a3 FRe) el T
ERAE 2 hHHQ FAGE2A Tol EHolAolR o] FARo] £
HA sk AR AR 8902 2hgate] TUASFY 2 7|94E sidet
1980 3tE AFalof T2 AT=EL 1920 58 o]% 71 FA e 3
ZNHAR AAH 282 AL AUAh Bellolrlokz o9 glo] A g
T3 @YE AFa oldl wet Eelolroke A71HAQ Sy
WAHAE Abgsto] 3710 g ERste T wHeiolet. ol Sy
Yoz 1979-82d F<t GRS F48] F7sle] GDPlH] A¥A| %)

L

_EL

oA,

el
o] Hat ok 537% Eairt. =3 GNPUju] ARAAe v gL A
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ohu] 5% WA FEE B efehs AR Ak ae ugld,
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A3k ) ek, e Beloldlol 3E HEd Ao o
oV A% BAIES ol 4 glrks A% Al 19834 o) % 7%
AL e it

198334 E] TeolAjo} A= TR AAHIZINE AANIIL et

BAIES @A AaAFT ofsh tEo] e TFHEY 188 4

=

8163 F71%9] 74 ZIE AAlshe 27024 AE Ageiact. webA A
o] FAEH & 1982139 GDPUJR| 60% oA 1986130l 52.9% %
a3 om AR AL GNPojY| v]FE BT 11.2%% A4 7]7@:}
20U 9718 10%E s7lske ToH AR ENe B

#9, 198540l: oMo} Fa5BAEe) FAde] FRoz 1
2 2203900 A ABE ST Solgteh 1983 - a4 B 3

4) ARRE ARARS) A3k LA Perons | 2471 SRE 729} ol B
71909) HxE717k e aglolelr). wa welollolel $24EA¢) skt WA
AABE 11713 Fagah olele ARAXE TS TN
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QY TH2AT okssjo] Deo|Aloh AR H 02 1985 0] AATE
o] AArpdoR rlelia AAS 7|1289%, 199 GNPE F7Kick,
1986 AR MYS &0 LAFIAT A ZL ASHA =
Fhelan, olelst AAIES BRA 0T FRAY A uiE A
ol w3 AANFENT FH8) A7t Zadlon FHY Rayae
F2ol ga} AR £49)E Pasdnt”

27130 tig A7} R Beolajo} ARE ARAALS ofAEs
ol F71¢le) AR o] o BAIZL 2R o]Fo] Hu}. ol
e} 19864 WelolAlo} B71%9) Stk TN Bo] 38%AE FAEIRL
U, o 2719189 AL Ads A6 2 71e ARl Mg 2, £
AsI| o] ATt Bapdie] $ 207 TR & MR 19860
T thA] Z7beksdt,

2. WeX|Ent gIZIX|IEe] AN 72 50|

ZeojAlo} AAlE SAFETHA S o= 19861 FH71HE 35l
At 1987doll = A7t 28-S 537) AFBIT £3 o= 428 A
S fA8P] Y3 AR ARAFASIY 9 AA - F2000 P
LejolAlo} Al FH8] ApIkE FEsIHon 58] welolrlol BAlA
IR QS n= AR skt 2AS0l H

AR 1988974 Tt AHT oF 8.5%F AATEIF EiH A 19874
9] 732 GNPE] 85%°l sf2sh= 689 #7le] FAE 71583 ©f

5) 19811986 B¢ FEF-E] AETY 2A4FAN EA7) 71 o)) e 8459 shue=
7190 gt SAGLE o] 71745 2714 /N2 19813 2,63790k oA
1984Kd0] 7.76280%} &zl 0 & V715 71 2 FRe X)&o] o|RolH, AR} et
2757498k 27)2 7] 23] GNPH] 3 4%l Ealgrh. Wby ol2idh 37199 HR4t

2712 3l BT THEY ArRIAE & FF02 F7HEG
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o} AF23le] & AAAAE 198830 GNPUj] 1%th2 Ayt 19904
) 2k Flo| = AR 9] SR 2E FA]81%

1987 o] WIZHR-F-o] Ehitet A FAREE T s 759 BB o R 9
YEETL E2 oMo BAle aeAd el F18e @A =AU ool w

(3t 2) GDPoi| CHst M X|S3 R IX|Z2] AhA 12
(£t %)

Ax 5| AFEA | WA BANEE
1970 16.4 5.7 61.6 120 5.0
1971 17.0 6.1 60.5 128 10.0
1972 171 84 58.0 117 9.4
1973 16.0 6.4 56.1 155 17
1974 169 7.0 56.4 171 8.3
1975 179 85 55.5 141 0.8
1976 175 8.6 53.2 127 11.6
1977 178 9.3 54.0 131 78
1978 16.1 9.0 51.7 15.7 6.7
1979 15.0 9.1 52.4 17.9 9.3
1980 174 11.7 54.9 196 74
1981 185 15.5 54.0 19.1 69
1982 189 176 52.6 176 6.0
1983 18.6 178 51.1 180 6.2
1984 16.5 16.2 50.5 18.0 78
1985 16.5 147 51.2 16.6 -1.1
1986 16.5 11.6 456 13.7 12
1987 159 9.1 4.1 13.8 54
1988 153 8.8 470 155 8.9
1989 16.1 10.8 485 185 87
1990 145 11.6 50.1 211 9.8
1991 15.0 105 50.5 26.0 8.6
1992 145 15.0 482 22.2 7.8
1993 14.9 15.0 46.6 244 8.3
1994 149 134 46.8 286 9.3
1995 14.6 135 46.8 32.8 94
1996 136 126 451 42 8.6
1997 13.7 12.8 43.9 34.0 77

2} : Ministry of Finance. Economic Report. 7t A%
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(28 B, 1987 o378 WRHFEAR|Z0] B lo]Alote] A
e Fst vks AMdE & o RIFRAAIE S 19873 9] GDP
9] 13.8%9] TElA 199099l 21.1%2 A53R3L, o]F A&AN F7HA
7} ol AHA] 19970l &= 34.0% 2 1987 HT} 26} o]4ke] RIzHREA}e] F7}
&8 Hol 3.

HhAof HR-Au|A) S5} YRR E2] GDPR|&-2 19874 o] F HaAl7t
A&E A Bejolrlo} R Al g o] H2Fo] & T A

o

M. 7|&9 o]24 Y 453 A+
1. AEXIES HESTi0] 25t 7|=01=(Barro 22 FM42)

1980 t) Au7ER|RE Sriets Lucasol oja) H]3EE $te)d 7Id7kd e
o AAEAEY Al diF T8 B2 BFEA AN @713
B7IEEE R ATl ¥EkEIT). 19861 Baumolel] oja) A2 4+
& Ak=AY(convergence controversy) 0.2 A Ao &0 gk HAlo] H&glQjom,
7 olF2 e AASASe] T7KE BB POl olirsh AAI 7
Y- s dstee w¥o] FFEUT A7M FHE=Yol =
7Rl 4378E AR AlTko| At wet F8E )l ol Fell i
=g 9|3t
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A8 AR st A4S m7te] AREe] as 37k A
FEET A HEg 7|3 e YFE Azt glolAA Hof o]Ent +d
ol dojuA Ht.

12{1} Romer(1986), Lucas(1988) 5-& #Esh= 3717 4389 B35
Adal7] Haiie MES AFEFe F3o] ettt F33t 53
Lucast 944 7jese) 7S E7)8kal AJ4jolv 7%

(human capital) @] WAZ 2o ofal) 2|5AQ1 A Ago] Thssith ®Hat
o} olelg Aol A WA AR Foleh= o] & 7HIA H3it

Aladstal 4R o o)ahd 2kdo] 4 Hol| met 22 gAY o
AsE 2 A7|oX e BE HFEY A4E] 002 H& o] 24} A
(stationary state)ol] £231) Bt} 12Ut Q1 MAR L EX IR} G 72]4A
ol &3o] 7Psala A FANNE B 38 3357 wjEo] QML
S a3 A AR EE (&40 FAAde] 7heE F ltke Aol

a8 Zlsolu AXE T EAE 7T 7] wiEel Bl EA
(nonrival)o| W] F-Ful Al(partially excludable)’} 7Fst E445 7HA AL Sl A
Atgdvolrt, o] miof R 3t £EF7IE TH e AR MBS
Ad(nonconvexity) A4 E op7|A|Z = lct
HAE gl S olefdt FAHE 3l Asly] Sl WA 7145
& YF-Eextemality) = THshe Zloltt )AL 7|0 A 4o] niA
M oleh= 7S E7)8a Q1A RHE

o

o

gt} B3 A71E7h e tid B ol (- Ao A FIEUE
44 BAAETRE EAske Aol o8 A #9H A HENeo-
Schumpeterian Growth Model)©| 2} 1 Y&t}

oj} 22 T W WA I e AR S WA 4%
B2 7} RyE hxshe Wi wiet 12 o]2H A4 2 A AR

A 4old ABo| BE T k. Z QHARE Al AT 5}

o o2l O
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A e By M Auxste AgEge] 7124 7P AREe] A
A A o] 75k A& 9
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Bamo: 4¥4122) 43S A7) Slste] 4 FL 19l 93
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sisich. o] RRE AN Belol o] th e i

I 7HRES #HAgkehe 5 WA 4REZY 7
]
-
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Fh

[}
A ERES ¥sta
Barro= Aol AR MFE B Ssle] BYE AT
TH R AR A AlFE FEAE 2] G et B, FeAElAE EF
E7F YA ARG R A EHA] ¢ AlEE
FAH| 25 o] BRI AR Trskal, R g e AA
2 AN vt o) vehd 3l

y=0kg) =k - o) (1)

oldf, @ FANAGY 21 & TSI F, 07)0, 07(0F TEET.
a1 ke HEA A 2RSS Vb 183 g= AR oA
2 Ast F Afpjzof] g 1919 ARl Fo R o] Zhesta A
FH2e s g 7Pdste

Y e Eoa. (L
k—d)(k) A (k) (2)

o] Wi ale] "t} o714 O (a (1.

6) 53¢ AMF £E#HL Barro, Robert J. Xavier Sala-i-Martin (1995). Economic
Growth. Boston, MA : Mcgrow-Hill, Inc. 22
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ARG A 254 o8 FEana 7hgsha,
g=T=1y=T k- o(£) 3)

4] XHZE!Z]ZU =7} Egﬂl:]» T _\:TLZI:OH] T EX-% I%E}LHW [q'a}/q
2(3)2 FEHAR G ouaic}
(1)) At Bhrof| A ZH 9] 3‘_}7;“ RS Fa5h

Iy _ : )
—az—_cp(f)-(lw -(f)-cb(f»(m) (4)
2 A of7]A 9 gof] ik yo] ekl ojujsly wald (oK1 ¢
918 2ok
2(4)9] AFEo] FAPME = ay/ak) & A (4o} Y3t Abje) HAE
£ 73
7 - (5 - Lra-ve ) - ) (5)

& bk, o7 1) AKRRE 7Vsi) ool A, A 4ate] 27}
3o B5 79 W2z AEe

oA BRAEe) ZANEENE AT 95l A(h)E BEASFE
o gy AR (oY t=g/olT, gk = (gy) - Pg/k B 2AL o]
&8it})

a1, I
digly) o Q(_l%) (®-D ®)
o 2}
371 Aol g/k 7k FES Mot 0') 15 wERT 4R E9] 27}
[s)

rir

8-S BN, |9k IR gk 7 248 AH 0 ( 1o] Hijwl
A9 F7Ke YRS ASAIITRE o8 X dib} s2Ud
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2. XS] HHSHjo 2t 1= AEEM

ARAZol AAY T 0B BAH AR GBS A
Ao ojo] i i) ATEE ARABY F - W)Y 22 FEE
e Tl £ BH RN BYsEn 190 R 75 E
= pEsel &g AFENE AFTIEA DY AFENL TN

AR B3 & 5 ] B AP H9S B35 om B
02 FEANAARYY FUAS FHPYHE 0§} Haxpgos

M

o

ASEAE sl
ujebr] di-te] AFEA S GDPY tidh A FARTRe] 4 Es

o] 4L w7 9=t o) GDPY gt £AHRA &9 H|Fop} &
GDPol| thgh %22 &e] HFo2 REAT) diige] AFEN] A
A A2 E 043 Z7I7ke] A7, Yk 2 2 GDPY| g AF-AHAE
o) v} ARl E H0Y 237 glE A2 BAEHY

Landau(1983, 1986/ 10478 0.2 GDPoA Apx|éhe AH-4r]A]
Zo) FFuF 1909 A4 GDPY| Hiz Mkl Fro Al S0 A
b gle Aoz BMEGY. o9 fAHE ATE0| Kormendi &
Mcguire(1985), Barth & Bradley(1987), Aschauer(1989), 12} Grier &
Tullock(1989)0] 98] 3o Y3 AZAFEE &3 A
Diamond (1989) €A o5 @A} S0)A% FofshA] Y= Ao A8}
Act.

Kormendi & Mcguire(1985) 47715 o2 FREASY o|HAES
A3 ARauxE AFaHE B, ARauAEe] 0 GDP
A, ARAu) o] Ay 123 F7HE 257 23 GDP| #9j3A]
ke B FFE A ALRE AR Barth & Bradley(1987)<
1971 -198337}9] 167] OECD Z7h-& tiiho & ARAu|A &3} 43g1tel
BAE ZALE A3 Fo3 B9 At vk RS AFH o EMEY
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T}, 18] 1 Grier & Tullock(1989) 1157=o] Wigt A8 E 7HA 1L
Kormendi & Mcguire(1985)2] ¥4 588 g3}s1o] A7} A3 74
3 H( FES mHT FA 6

Gregorio(1993)F 1950-1985'd &<t efoug)zh = 7ki& tho=
Hoh A7) BAE FAF BASGleT, ARARAEY B Bk
AR BT} AeHEE T3EER| 9] offof we} T 7kx] B
gog ARFIL A AL LA &, ARG FAEE wUT
BN M FR2RRZ0] ARl ol FB(+)e] E37} L, w2 3)
ARGl T2 Aot AFLuAEe) FEdE FolahA] FAT A
(+)9] ggko] k= A& BolaL dct

ATEE HRH 83 2} o|F deMe FEARLLE| YRR
o) e AR AHEEA ] AU FEE X wEb FRAA el
L0138k A(+)9) FHE itk st 9 tHAschauer 1989 Munnell 1990;
Eberts 1990).

Munnell (1990, 1992) SA] 1|5¢] 507] 78 td o2 FEAEAIEY] A
A 23 BAeIe, e dzpA g s FEe) AR 1
77100 QAR ABAHE O] Au|go= Qls) TIRHLEY S A
AREAE Bkl ofo) mel abE} Al fold B ZHE 7}
-tk BA151990). Eberts(1990) 1904 - 1978 &9t vl=9 407 =
NE tidoz ARFEARL YRR FARAE AT, 19504
ol Aol AL ZsIHY thF-e] BAoAM ARFAR S| MITHFALE 2
ABAZ I, 1950 o]l & Fo &7 UER S-S Holx it

Nazmi & Ramirez (1997 1950-1990'd F2toll AA|29) BAREE o4
slo] ARERLe] HAA a3E At 2 AN 2] AE AR
PAERE FESA R e ol E A+ Y EAE TRIvE 23S &
Z3}9t}. 18] Khan & Kumar(1997)+= 1970 -1990 &< 9570=1<] 7
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A=E oz AREA ] Aast 4 vziEalel oig 7EE3 o)
AFH o7 FAEGY. av MEEAEES gEog)s), ofrlo} of =
7k 2Eli $F 27k 5709 Yo R BR3le a4S vl
AAS F7REE 7l AFRAe] AFE) d3 2ol7) S-S Holn
Atk &, ALs 7L 25 7k v RFERlY AHEge)Fol
3 RIZEERL] g BekA 7L EA)etEA Aol AEd A+ a3}
Uehdoar #4931t
% Kormendi (1998)= "I=2 tlido 2 1930 - 1970147k} AR E 7}4]
AFFEATL IR AAG el vX= FgE Z2ARIAY, d= v
9 B 7IRPER okt Aol glovt AREAP} WkAnE FE AR

oo
oS

Ho

i

ks

Barro(1989)= 767152 thS.2 GDP gt 335419 H|5-& F54}
M AREAZ}L 2Rk vlF o2 thAsle] AFEA 3 An) & A
STk, A9 T AR AV B3 3R Al folEkA] ok
A+ BHE 7L dohal F8A). ole} 2o ARFEARE] AA|
A ZIel # AFEN L EMAS] AFEH D dFdPdel nhe) Aol
g 237} YeRr] miiol Barro(1990)F AJAFAQl ARAUIAE ojulshe
ARFA AREIHE AGAQA F7PE ATl o) EAFojof gtta
3t Qi

Barro A AR gt AFEAZe] 78 AFHOE AF=
H}, AR A X3EE AY etk ohue) Ak A3l 7)ot
ARAEE FA B89 Landau(1986) = SA3AY 27, 94 2 B4 2}
2 ATE, A AAA a9, A, QF, 281 A - V)5 898
o] FAlol w2} 65785 GDPAA 4R &9 vF-g 3 AR BT e 2}
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(& 3) 12/ GDPEY ent JF | LR xlEdse| 71850l

d:  1UYGDP  FATAE  AFAH] ARER uRkan] R
71 40 3.5 3.8 74 -1.7 6.3
72 3.2 9.9 0.5 36.8 -4.2 -8.5
73 125 -12.2 .8 -23.3 -3.3 33.0
74 9.6 6.7 6.1 89 0.6 140
75 -1.9 10.9 6.0 22.0 -1.7 -20.1
76 9.1 -1.5 =21 1.0 4.1 -10.0
7 5.3 3.8 19 8.6 15 10
78 3.6 -14 9.7 -3.5 4.2 20.5
79 6.6 -4.0 .9 09 13 135
80 5.1 20.3 15.9 21.0 44 9.3
81 52 16.6 6.0 32.3 =17 26
&8 1.3 8.3 3.1 14.3 21 14
83 3.0 0.5 -16 1.0 2.9 24
7 5.2 -10.2 -11.8 8.8 -1.2 03
85 -3.8 -4.6 0.2 95 1.6 16
86 -1.0 -10.3 0.0 -21.9 -11.1 -17.2
87 2.8 9.6 -3.6 -18.3 31 -1.7
88 6.4 04 -35 5.5 6.4 6.4
89 6.8 2.8 -1.6 9.2 32 285
90 7.3 04 -39 6.8 31 13.7
91 6.2 2.3 34 05 038 176
92 54 0.7 -3.5 3.1 -3.2 -1.1
93 5.9 2.3 21 1.8 -2.9 1.0
94 6.0 59 09 121 -1.2 12.6
95 42 -1.7 20 -1.0 0.1 146
% 6.3 6.4 6.6 6.7 24 4.3
97 53 0.8 2.3 0.9 2.8 0.7

o 4.65 0.94 061 397 -1.15 4.55

A48 : Ministry of Finance Malaysia, Economic Report, 7t 9%
733} 5428 Bank Negaraol X S A5 AA o3t 2
A5E &3t

GDP : "EHGDP & AFR-31t}.
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IR UL A SANRE BEA, eT) AT 4
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Sk 1" BAAALY HekE AT gl e FANALY BRATE i
& 22 aREstele] Wk (E7H) Y Nl 93 Akg el WEE S Bl BtEE A
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(Y/N: 1919 43 GDP, GC : ARAHAZ, Gl : AFFAAZ, G % AAHAE, SV
ele] F7H)
Qele] F7hadol e TaE 7| EAEEA0) AHEIE T
—o] Tt 5 ARA2e] AFEHNE BN S5l ol gEs %ﬁ
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M), WA, $F, 2, 35, AGHA|D o5 WEE FleE
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(& 4) HWYRIE(LnGC/G, (LnGl/G)2l ZRNEE D
(E4es 12 a8)

28 232 EIB 2E@  2¥H) =G EY0O)

s 6.554 19.35% 384 3.957 8192 16.414 15.382
2315 (6.999™  4uU9™ @1 514 @H™t 6210

Aiad 0218 .159 -0.214 -0.276 0123 0483 -0.605
(LnGC/G) (2420 (-2.308)  (-7.8%5)™ (1646 (2289 (4235 (H89™

BEEL 06% 0212 0.230 0.221 0.139 0.719 0.113
(LnGI/G)  (6.062™ (2352  (4.995)™ (4165 (223"  (7439)™  (1.062)

Uiz 0402
{LnPC (-4.99)*"
/GDP)

THRAL (.376 0.024
(LnPI 4261™ (0.359)
/GDP)

7% 0.669 0.654
(LnEX (15599 (10.71)**
/GDP)

Iniantcg 0.951
(LnEDU) (12409

AR 0.358
(LnTAX (-3.365)***
/GDP)

A} -0.468
(LnDEF (6.200™
/GDP)

R 0.748 0.935 0977 0.977 0.966 0.829 0.902

DW 0478 0.347 1.387 1.341 0.862 0.739 1.201

F)1: 2% 253 JsE.

2: 08t 7 e 42 10%. 5%, 1% fréleES vehlit

2913 2H(Q) - ZROAE RS FHOE 430l 932 12
9l FAMFE HAste] B 2yl 1Yo mqss wAdos

AZe] YFEINE AFHOZ BT A%E Aua, 14 2
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Abstract

A Study on the Effects of Government
Expenditures on Economic Growth in Malaysia

Soon-Goo Won

(Hankuk University of Foreign Studies)

The purpose of this dissertation is to appraise the role of public sector and to
analyze empirically the effects of government expenditure on economic growth
from 1970 to 1997 in Malaysia.

The effects of government expenditure on economic growth have been
extensively considered in the macroeconomic literature.

Recently, some macroeconomists have reconsidered the impact which the
government expenditures and tax decisions may have on macroeconomic vari-
ables. The government activities turn out to have effects on long-run growth rates
because we are considering models that generate endogeneous growth. In this
model, changes in government activities would amount to shifts in the production
function.

To analyze the implications of this theoretical model, I made an empirical
study, using by OLS estimation and Impulse response function method. The main
empirical results based on the analysis of annual data of 5 components of Korean
real GDP - government investment, private consumption, private investment, net
export - can be summarized as follows:

1) There exists a significant positive relationship between government

investment, spending and private activities. (i. e. private investment, pri-
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vate consumption, real GDP) which is consistent with the theoretical
results.

2) The response of private investment and GDP to the change in government
consumption expenditures is statistically insignificant. but increasing
government consumption expenditure partially crowd out private con-
sumption.

3) The response of private consumption, private investment and GDP to the
change in total government spending is statistically insignificant. proba-
bly because the large share of consumption components in total govern-
ment spending has a dominant effect on private spending.

The above empirical results confirm the hypotheses of the theoretical

model, and the results suggest that a model treating government expenditures as a

single expenditure component is not adequate.

To capture the effect of some government expenditures on real output, it

seems more appropriate to treat this kind of purchase as public capital that increas-

es the marginal product of the private production process, as considered externali-

ties between public capital and private capital.

Key words : Malaysia. Government expenditures, Economic growth,

Production function, Endogeneous growth, Regression, analysis



