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Abstract

sector to Egypt's GDP is due to many factors such as the

nature of agriculture itself and the structure of its land
holdings in addition to the modesty of public investments that are
allotted to the sector. For example, 4 percent only of national
investments were devoted to the agricultural sector in the fiscal
year 2014/2015. The purpose of this paper is to estimate the effect
of public investment on the growth of the agricultural sector
through the application of the vector autoregressive model (VAR)
and the Granger causality test for the relationship between
investment on one hand and growth of the agricultural economy on
the other hand. The results reveal that there is a one directional
causality between investment and growth. The decomposition
analysis indicates that investment strongly and positively impacts
the growth of the agricultural sector. The study recommends the
expansion of public investment in agricultural infrastructure in
order to lower the costs of production and to attract private
investment to the agricultural sector. It is recommended also that
the banking system should provide loans to the agricultural
enterprises at low interest rates. Low interest loans should
encourage farmers to take the risk and invest in new agricultural
projects and to upgrade their old farms.

I t is believed that the declining contribution of the agricultural
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AgricT) el e, Ly ¢ (Agric GDP) sl el )3l | =3l = Y
il = & ,
G il b pmidl ae e i K s KFK Waabad 5 clebaall 3 5ias Jici = Al

Ged=t ¢« sVl e =P (E(-)=0 Cun Jedal Uil diena =

g agaill Lal@) (et ailis

g asais o jifiall JalSl 5 dia 3 Judldl ) il dilaiall dglasy) < LY o) sl &

3V Ay sl Aanal) Aoy cplid st b sKe HUR)5 dpd) LAY A laadV) 4aie
o S ) culS s Jadl

Baa gl da Lad) milis -
sl s Cum el pe zasadll O prie 4 ) ) G20 pandy JLEAY) I a4
dgia ) Judldl o (ADF) JUsh — S i) aladinly saagl s sl il (5) A,
=)o) L) ¢ (Log RAD) adall el )3l laall mll 1 g z3sal) il pnd
O JB A punal) il culS S Cun Level (s sise ie B e e . (Log RAI) sl
Akaike & Schwarz jlmal i 5 4y sieal Ll sise paen die <l yial apand 4 saal) 4l
sl @ b Gas ¢ dsiall (Shaal¥) (5 sl il lezgan (F) i) 5 (DW) af S LS
Cum Lol i axe Gty JgV) GLal 330 2y Jaed) (ADF) Ll — (S jloal
Gl aal) alaatily @lldg %0 A gina (5 sia die 5 J5¥) AN ey ) i) aaen S
(WD) 5 ¢ Aysundl (F) dad o gl jelil LS . Akaike & Schwarz Jay s
L ) el e Aty 3 e Cannal ) puiall duie 1 QDL ) () Wilean) A giia
ol jasily Cajad ol Algla Ay 55 cllia oy (V) oY) Aa) (e AldSi
il A8y ) el Lee (I Gl A aey eladV) G Bl aa e Y () L il

c S a0 AR ey Al 5 8 2 3 LS Allias ye Ll 55500

3l i Ll & s (5) B8 Jsas

i Ist 2st i
Test Critical : i : Test Critical
. Level difference | Test Critical Values difference
Variable Values t-Statistic t-Statistic Values
ADF 1% 5% | 10% ADF 1% 5% 10% ADF 1% | 5% | 10%
Log RAD | -7.14 | -4.42 3?6 -3.3 -3.8 4t5 -3.7 -3.3 -4.9 4?6 3?7 -3.3
Log RAI -4.7 -4.42 3?6 -3.3 -4.1 4?6 -3.7 -3.3 -6.03 4t5 3?7 -3.3

Gl (Y) ¢ (1) a8 Jan il (40 Cann g Cunes EVIEWS el g Jlat il 0 aadll
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Selection the lag length Liall sUad) < j38 sae LA milis
sl el ya JLed) ey 3 sedll 83 Aaled) 5aY) (g A3l 5 sadl) L) ey

ad o lalie) Uyl el 5l i) asadl JLidl Sy . eUa) ol il dplin 23l S (e
J8) Qs ) elady) o e LA S Cus ¢ (SC) i sd L)y (AIC) SIS jLaal
Alalial s B Gl Jsa o lEaY) il CBR) Alls iy o aY) S A e ded

3,08l Gliall (SC) 5 5 sl Clinll aadiiy (AIC) DU W agin

cl dne 5 LS dng ) sl 8 vie Legd ded ) G 8 ad oy o laaYl

Gl ey Ao eladyl ) il JiaY) saal 1 Gulad e .

(HQ, LR, FPE) < jlsal

 Liloan) sas il laxty Lilias] & sine Led (5 dilas)
shial) eUady) <l jid dae jlial) &85 1 () o8 Jsaa

Lag | LogL LR FPE AIC SC HQ
0 -108.62 NA 390.923 | 11.6441 | 11.7435 | 11.6609
1 -99.671 | 15.0704 | 233.409 | 11.1232 | 11.4215*% | 11.1737
2 -95.716 | 5.82704 | 239.287 | 11.1281 | 11.6251 | 11.2122
3 -93.023 | 3.40183 | 287.885 | 11.2656 | 11.9615 | 11.3834
4 -83.831 | 9.67671* | 182.683* | 10.7190* | 11.6137 | 10.8704*

* indicates lag order selected by the criterion

Gl (¥) ¢ (1) &) Jaa il (40 Cann g Canes EVIEWS gl g Jlat &l 0 jaadll

¢ jidial) Jal€il) LA qeilis

Aa )l (e ALl Ll iy D 8 (Lt gines 5 e e Ayia 3 ALl ) ke clS 1)
sy (Johansen — Juselius 4s il o3 &l jidall JalSil jlaal o) ja) S e 1Y)
¢ (Log RAD) . adall el 3l mlll lo aladl 493 Zedd Lol sTrace Test SV
vie (V) @) Jsaall daimgall il &l ekl L(Log RAI) idad o))l lenuy) g
Trace V) ¥ 4 guad) dadl o . (@>0) dndl s gl Jilis (q=0) a2edl (il
A9 gl sl & e 0ab WS ¢ %) Aygine (5 siue de A gaall dadll e S Test
iy %) 4 gine (5 5iue e gl o 5S) 4 gusal Al o) Max Eigen Test bl
Jalsill G e aaly anie i o i W o) il Jiig (s saeall e il a5
5 ) ol )5 F Ga B fee dubd A4S sy o dy Lee gpomtal on & A
O da¥) Al 453l 5 ABe s o dail el S5 LS ¢ (AR el )50 L)
gzl (B i

(1)David A.Dickey ,Wayne A. Fuller ,Likelihood Ratio Statistics for Autoregressive Time
Series with a Unit Root, Econometrica Vol. 49,No.4,1981.
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SN _\ssiTrace Test

Hypothesized No. of . . . | 0.05Critical
Eigen Value | Trace Statistic Prob.**
CE(s) Value
None * 0.648051 23.91052 15.49471 2: 0.0
At most 1 0.247302 5.113651 3.841466 0.023
* denotes rejection of the hypothesis at the %5 (1%) level
Trace test indicates 1 co integrating (s) at both %5 and 1% level
Maximum Eigen Value Test bl 453 Laa)
Hypothesized No. of . . . | 0.05 Critical
Eigen Value | Trace Statistic Prob.**
CE(s) Value
None * 0.648051 18.79687 14.26460 0.0.90
At most 1 0.247302 5.113651 3.841466 0.0237

Max-eigen Value test indicates 1 co integrating (s) at both %5 and 1% level

Gl (V) ¢ (1) s Jsas il (e Gy Canes EVIEWS gl g st &l 0 jaadll
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- ale da g Lia¥) L) aaa (mlas) g AV L s




DOAA MAMDOUH MOHAMED MOHAMED SOLIMAN

Ll jladl il s (A) S5 Jsaa

427

Null Hypothesis F-Statistic Probability
Log RAD Non Cause Log RAI 0.13396 6617v0.
Log RAI Cause Log RAD 3.45 0.01625

(Y) ¢ (1) eBdeA;QUI:\gdAQ:\m}U_\M;EVieWS @h)ﬁd&hﬁc_ﬁ\;ﬁ Jhadl

el 3! Joaal) gy Cum

Ol il oS Qs sl il (3) B Jsan

Gl

Gl cligla Jalat LA milds
Oe e die el 3l ladd) milll ) Und ol i S dalas 35 (3) a8 Jsaal) s
058y ¢ add peiall Goad ) clenall e Aatlll (@l st V) Al e <) gl

Jodl uiall sa La Gdall ol )3l laiuyl i

- gRsad soie e S S Ll
< s e 55l el el qolall sl Uadd g ) Uaddl (e (S.E) apendl unys

s Juadd el e o 5 AV A 8 ((3,7%) sa o bl Uadd) ded cialy e
are i e gl I o bl il i) Aad 8 50l 3 (6 s 5 palad) Al 8 %) 0,V
sl (8 JEdl priall Gl Ay 3l el el panll <ty

(Log RAD) o130 (Asall milil) cpls cligSa Julad ilts

Period S.e Log RAD Log RAI
1 6.270918 100.0000 0.000000
2 9.862733 98.51303 1.486970
3 9.875731 98.43341 1.566588
4 10.27932 98.03441 1.965595
5 10.61218 93.62298 6.377025
6 13.18153 65.86059 34.13941
7 15.38654 58.94200 41.05800
8 15.46082 59.33448 40.66552
9 15.70867 59.16878 40.83122
10 15.74893 58.86787 41.13213

(Log RAI) =) 30 JLaiad) cpld cligla Julad gl

Period S.e Log RAD Log RAI
1 1.597138 16.14263 83.85737
2 2.060766 19.70952 80.29048
3 2.088826 19.75453 80.24547
4 2.089871 19.82635 80.17365
5 2.130060 20.86642 79.13358
6 2.193905 22.95403 77.04597
7 2.198143 22.92572 77.07428
8 2.201863 23.12304 76.87696
9 2.202794 23.14726 76.85274
10 2.005821 23.14211 76.85789
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(1) Martina Copelman, _Financial Structure and Economic Activity in Mexico, Center of
Analysis and Economic Research.
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o iy L an %0 Ay gina 5 finse e Gl i sunall (F) JL5S) daf Cam (o i)
o sl ) 4Dl e gy Lae 73 salll Ay sine S Cun aaiid) 23 sal) s
A dileS ((Yor oA =YV £/40) 35l Pla el ) sl mlil) sl Cualia
Sl bl U s el il dad b el e %A sad o ) aasdl el

 Gaial el
Estimation Method: Least Squares
Included observations: 14 Total system (balanced)

observations A

Determinant residual covariance 23.30135

Equation: Equation: LOORAD = C(1)*LOORAD(-1) + C(2)*LOORAD(-2) +
C(3)*LOORAD(-3) + C(4)*LOORAD(-4) + C(5)*LOORAI(-1) + C(6)*LOORAI(-2) +
C(7)*LOORAI(-3) + C(8)*LOORAI(-4) + C(9)

Observations: 19

Adjusted R-
squared 0.71
F-statistic 1.87

Equation: LOORAI = C(10)*LOORAD(-1) + C(11)*LOORAD(-2) + C(12)*LOORAD(-3)
+ C(13)*LOORAD(-4) + C(14)*LOORAI(-1) + C(15)*LOORAI(-2) + C(16)*LOORAI(-
3) + C(17)*LOORAI(-4) + C(18)

Observations: 19

Adjusted R-
squared 0.80
F-statistic 4.62
(Y) ¢ (1) pi Jsos lily e Cun g Camas EViews gali g Jila 888 1 joadl)
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