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The optimal level of government spending in
the Sultanate of Oman

Majid Abid Al Kharoosi

Abstract

This study aims to analyze the efficiency of government spending in the Sultanate of Oman
within the framework of studying the relationship between government spending and
economic growth for the period from 1998 to 2019, and to find out whether government
spending is at its optimum levels that achieve the highest rate of Omani economic growth.
The results showed that the relationship of government spending with economic growth in
Oman is non-linear and supports the existence of an inverted U-shaped Armey curve. The
results of the standard analysis also showed that the optimal level of government spending
in the Sultanate of Oman is 15.7% of real GDP. This percentage is less than the average
government spending for the study period, which is 22.4%, which means that the current
level of government spending is higher than the optimal level that maximizes economic
growth in the Sultanate of Oman. This requires the government to gradually reduce its
expenditures to reach the optimal level estimated in the study.
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Dependent Variable: GDPGROWTH
Method: Least Squares

Date: 11/29/21 Time: 21:13
Sample: 1998 2019

Included observations: 22

Variable Coefficient Std. Error t-Statistic Prob.

GEXP -0.31109 0.163293  -1.905113 0.0712

C 10.08848 3.716951 2714183 0.0134

R-squared 0.153599 Mean dependent var 3.104857

Adjusted R-squared 0111279 5.D. dependent var 3.059603

S E. of regression 2884350 Akaike info criterion 5.042984

Sum squared resid 166.3895 Schwarz criterion 5142170

Log likelihood -53.47282 Hannan-Quinn criter. 5.066349

F-statistic 3.629455 Durbin-Watson stat 1.441530
Prob(F-statistic) 0.071246




il oulil) Jalasll 4
el Jalail 4.1

(U) i JS3 o ey Uk Saahy 3 aba®Y) saill 5 aladl a sSal) sy oy a8Madl sl Jal (e
O5%) da¥ e (R yi) Bake LdlSa Aida g padid (Armey,1995) o)) 4a @) A i) e Giglae
b sail) ) e sSall BV po e (e a3 3 AR} ial il (al sic)

e (Sall 5 Uane bl Jiaill 0 Ko i g (IS odail) 368 lef Jalae IS 1) cpualy j)) Aalil (g
a5 Uy lelaY Ul (IS 3 5aill 5 8 e Jalna ()5S0 (0 5 Lild ¢l inial 5 paiall daglall ) lailly
395 03 5n s (ya Il el i) LS el (g i) ( 8SA) adadl) 23 g il aniivg (@l aiall 23 548
(Y eulal) 23 gail)

GDPt = B1GEXP: + B2GEXP: 2 + us
0] Gy
G eVl leaY) sl w2l b el GDPE
(ol U e a %) Bo sSall plal) i Al il Lulie ¢ oa S S&8Y) GEXPE 5
Al ) 2508 s O s e piall Ul oa

(JalSill g Juzaléil) la 48y 5k e Ay 5l AAD ol 5oV aad) g (oanatl) oY) 2l ) sl ypaail
() i) laBY] gl Gaiad L 5 de sSall a1 anall ) Jaa sill ¢ jially Ay il Aol Aslaay @l

GDPt = B0 + B1GEXPt - f2GEXPt 2 By <0 A
el 4 slise Lginaty o i s (J5Y) Fidall) Alall A jall ddaiil) 240 &

AGDP, _
AEXP,

AGDP 2 B,GEXP

0 =B, — 2 B,GEXP,
B1

— = = GEXP
2 B> '

i 4.2

e COllaa O e sruall Cilag yall 43y s Jlasi¥) s aladiuly (2) Jsaad) & dilaa) il Calss

5l Je Jx il oda 75 (5 gl die dpilas) AYa Gld 5 clia il 5 ApdLaBY) 4y Hhaill ae (Guats ) il

& i daghd e Al dsa g5 (Armey) (Saial g glae dihle A gabai®¥) gaill e o Sall Gy aaa
usz.A HUH )



(5 sl g yal) Byl SISV S 5 12 o35 Jgos

Dependent Variable: GDPGROWTH
Method: Least Squares

Date: 11/30/21 Time: 00:45
Sample: 1998 2019

Included observations: 22

Variable Coefficient  Std. Error  t-Statistic Prab.
GEXP 0512201 0.186658 2.744066 0.0125
GEXP"2 -0.016307 0007789 -2.093753 0.0492
R-squared 0.050055 Mean dependent var 3.104857
Adjusted R-squared 0.002557 5.0. dependent var 3.059603
S.E. of regression 3.055689  Akaike info criterion 5158395
Sum squared resid 186.7447  Schwarz criterion 5257581
Log likelihood -54 74235  Hannan-Quinn criter. 5181760

Durhin-Watson stat 1.384659
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