Quarterly Journal of Economic Growth and Development

Research
Vol. 10, No. 38, March 2020 (119-140)

GO drwgi g sy s YiRgF ode dolibad
(MA=VF) WA oy enidds g (oo 0 ko od JLo

266 pogin » B b Ol 1 o 09y GDP g (i wel53 o (2big (b3
BVAR Jow 8 g5 {55105 4 bo g

f@l&g,& PACL g5  woo ¢ Goleo oz
oo ol eala ouSiails skl )

1o 0 o&sils (bl 5 olazn! g she 0aSiils sl ¥

(YFAMOITA b s

VFAA/E/0 128l 53)

Assessing the Dynamics between Oil Revenue and Non-Oil GDP with an
Emphasis on the Concept of Investment Inefficiency; Application of BVAR Model

“Mohammad Sayadi*, Mousa Khoshkalam Khosroshahi?
1. Assistant Professor, Faculty of Economics, Kharazmi University
2. Assistant Professor, Faculty of Social Sciences and Economics, Alzahra University

(Received: 26/June/2019

Abstract:

The main objective of this study was to investigate the
relationship between oil revenue, effective government
capital spending and non-oil GDP in Iran in the 1990:
QI to 2017: QI in the context of a BVAR model with
main feature such as public investment inefficiencies in
development objectives. In this regard a Bayesian
Vector Auto Regressive (BVAR) Model was applied
and Normal- Wishart in Prior Density Function selected
by RMSE and Theil indices and impulse functions (IRF)
in response to stochastic shocks was analyzed. Results
from IRFs revealed oil revenue and non-oil GDP shocks
tend to government capital spending slightly increase.
Base as usual trends, public spending as foundation of
development plan has not significant situation. The
findings show that, with positive shocks in effective
government spending, GDP without oil under all three
scenarios increases, while the largest increase in non-oil
GDP under the optimistic scenario corresponding to the
lowest level of investment inefficiency. Results from
IRFs revealed because of the structure of the economy
that was largely unproductive and Dutch Disease
phenomenon, the oil revenue increment has inverse
effect on the growth of non-oil producing sector, and so
on oil revenues not able to play an incentive and running
role to non-oil GDP growth and overall national
production.
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