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Pairwise Granger Causality Tests
Sample: 1990 2012

Null Hypothesis: F-Statistic Probability
X2 does not Granger Cause X1 4.09437 0.04659
X1 does not Granger Cause X2 3.25008 0.05996
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Summary

The objective of this research to analysis the relationship between public and
private investment in the agricultural sector of the Egyptian, by estimating a function
of economic growth of product agricultural, which depends on public and private
investment and the labor element. So used standard methods depends on the time-
series and test co-integration as well as the study of the causal relationship between
investment public and private investment to determine the relationship between the
two variables.

The result indicated the following:

1- Augmented Dickey Fuller Test (ADF) showed that all variables suffering from the
problem of non- stationarity, while they all stationarity after taking first
difference of all.

2- Co-integration test showed that rejected null hypothesis that there is no integration
at level of significance (5%) and accept the alternative hypothesis that there is
vector and one at the most, which means that there are vectors integrated at the
level of significance (5%), Which refers to there is an equilibrium relationship in
long-term between the variables included in the model, this result indicates there
is a causal relationship between these variables.

3- The result of the (VECM) showed the significance of the model used in the
research and there is no autocorrelation problem. And the product agricultural
Corrects every year by 22%and negative sign indicates to the equilibrium value.

4- The estimate derivative elasticity of public investment, private investment and the
labor element have positive impact on increasing the product agricultural in the
long run and short run. The effect of public investment in the long-term and short-
term low where public investment needed to a long time to achieve results, their
impact in the long term of about 0.12361 greater than impact in the short term of
about 0.11415. also there are an increasing of the impact private investment in the
long term of about 0.11513 for the short term of about 0.10859. As well as the
results indicate that increasing the number of labor leads to the growth in product
agricultural in the long term of about 0.54741 greater than the short-term of about
0.50179.

5- Causality test of mathematical model showed that a positive reciprocal causal
relationship between the public investment and private investment.

Recommendations:

— Increase public investment in infrastructure projects and services important
economic ,which leads to cost reduction for investment and leads to an increase in
private mvestment.

—Integration between the public and private sectors through their investments to
complement each other through the private sector to perform its role in contributing
to the development plans with the help of the public sector, leading to increased
employment opportunities.

— Study other variables that have directly and indirectly effect on public and private
investment.

— Use of such statistical methods in many economic studies.
Keywords: Public investment, Private investment, Unit Root Tes, Johannes test
integration, Vector error correction model



