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The Impact of Private Sector Investments on Economic
Development in the Republic of Yemen An Econometric
Analysis During the Period (1990-2022)

Prof. Dr. Yahya Abdulghaffar Hassan
Professor of Economics, Department of Economics
Faculty of Administrative Sciences, Taiz University

Abdulaziz Yaseen Abdullah
Researcher, Department of Economics
Faculty of Administrative Sciences, Taiz University

Abstract
This study aims to empirically assess the impact of private sector
investments on economic development in the Republic of Yemen over the
period (1990-2022), while also examining the current state of economic activity
during the period (2014-2022). The econometric model was constructed based
on cointegration techniques, applying the Bound Test approach. The findings of
the study reveal several critical insights, the most salient of which are:

1- The events and conflicts experienced in the Republic of Yemen have
inflicted substantial damage and heavy losses on economic activity in
general, and on the private sector in particular.

2- The private sector contributes marginally to real Gross Domestic Product
(GDP) and to the output of non-oil sectors.

3- While the private sector plays a significant role in generating employment,
its contribution to exports remains limited.

4- Private sector investments exert a positive and statistically significant impact
on economic development.

5- The exchange rate exerts a negative and statistically significant effect on
economic development.

6- Inflation rates exert a negative and statistically significant effect on
economic development.

The study recommends that policymakers and decision-makers undertake
serious efforts to foster economic development, enhance private sector
investment, halt the depreciation of the Yemeni Riyal, and curb inflationary
pressures in the economy.

Keywords: Private sector investments, economic development, exchange rate,
inflation, exports.
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Granger ) Leds stV (SEYs s Gsipe b s ) 523 (OLS) sl By il 52 018
el LS Gl plasan (S5 sy (& Newbold, 1997, pp1045-1066

P-) Oomt = e Lt OB Ol Beols Ll (3 Redsen ) Sl VI sdw e w200 ey
Sy e LS camils B 25 dideall Slikdl ¢ Ulase) T 1 Phillips-perron (p
Gekd s QW Jgadl gy hms Bl o 0580 Li Lo (Y1 L VU &) Ll
(2820 2014 sl ds 5ub) sl dll (3 ndsiznd) Ol wlgrad HLas V) e

e (1) IsY G (3 aalSian ad 35udl Solpazg aolh) el LS OF (7) g 0 eiang
AT T L) r a8 lgne da5 Vs (Y05) iginn S5t 345 amteg (b 9 pls 2
Vita, Endresenb & ) (ARDL) 35kt zgie plasial el S jLas x| oSG & g
.(Huntc, 2006, pp 3447-3463
(7) Joutr
(First Difference) Js¥ 4,4/ 45 (Level) skt 4 Phillips-perron -p) s/

UNIT ROOT TEST RESULTS TABLE (PP)
Null Hypothesis: the variable has a unit root

At Level
RGDP Pl IR ER
With Constant t-Statistic -2.8289 -0.8240 -2.8903 4.0570
Prob. 0.0658 o.7987 0.0580 7.0000
- no - no
With Constant & Trend t-Statistic -3.5055 -2.6406 -2.8435 1.8943
Prob. 0.0563 0.2664 O0.7936 7.0000
* no no nQ
Without Constant & Trend t-Statistic -2.8685 -0.8410 -1.1089 4.4296
Prob. 0.0056 0. 3435 0.2368 7.0000
o no no no
At First Difference
d(RGDP) d(PI) d(IR) d(ER)
With Constant t-Statistic -14.1617 -5.1875 -7.8435 -2.7116
Prob. o0.0000 0.0000 0.0000 0.0839
With Constant & Trend t-Statistic -14.2777 -5.0923 -8.8737 -3.4101
Prob. o.0000 o.0007 0.0000 0.0689
Without Constant & Trend t-Statistic -11.8298 -5.1351 -8.0116 -2.2267
Prob. o0.0000 0.0000 0.0000 0.0272

Notes:

a: (")Significant at the 10%: ("")Significant at the 5%: (**™) Significant at the 1% and (no) Not Significant
b: Lag Length based on AIC

c: Probability based on MacKinnon (1996) one-sided p-values.
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(8) st
Ahlll 7356 ¢ llyl 375 Iyl

Lag LoglL LR FPE AlC sC HQ
o] -507.4619 MNA 2.45e+10 35.27324 35.46183 35.33230
1 -424.8048 136.8118 2.50e+08 30.67619 31.61916* 30.97152
2 -404.8175 27.56872" 2.04e+08 30.40121 32.09854 30.93279
3 -384.3819 22 54966 1.82e+08" 30.08530" 32.54700 30.86314™"

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AlIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion

EViews 10 gl gt s — sleas ¥y o 1yl
igas 557 (Lag=3) wi o oo talll wlpad 2SI sl 358 0) (8) Jgir oo vz
(922 2013 obszy 80 (H-Q) «(AIC) ((FPE) st~y sl 2l we
eyl Z350d deaeidl Oyl Y —
B L) STl e anadlg pisinll 3l ey 830 e 1S ) LtV ods B0k
P Sl VI jae el 3 ay il wls slasel L el
dis pasidy :Correlogram  of Residuals iy daeuddt 311 LLsyY iy
sUai) iy Al late 559 Al (3 sUas Y1 o @l BL3YY e 28U Correlogram
313 Lol 39 e (9) Jotr @ (Correlogram) L1 wils elasy calinnd) o) oo
& Prob sl aad el ashy il Jiz s saas) o Of o (235adl e Cn S
(905) skt o ST b
(9) Jptx
Correlogram of Residuals 4y daew/ 301 LLJy Y1
Sample. 1991 2ozs o0

Included cbservations: 29
Q-statistic probabilities adjusted for 1 dynamic regressor

Autocorrelation Partial Correlation AC PAC Q-Stat Prob™
! N ! ! N ! 1 -0.065 -0.065 0.1351 o713
1 O 1 1 O 1 2 -0.041 -0.046 0.1916 0.209
! O ! ! O ! 3 -0.076 -0.082 0.3920 0.942
1 = 1 1 = 1 4 -0.111 -0.125 0.8345 0.2934
1 = 1 1 = 1 S -0.118 -0.147 1.3534 0.929
! = ! LI — ! & -0.131 -0.182 2.0200 o.e18
1 O 1 1 = 1 7 -0.048 -0.130 2.1146 0.953
! = 1 ! = ! 8 o.178 o.100 3.4710 0.901
1 1 1 N 1 S -0.008 -0.060 3.4750 o.242
1 A 1 1 1 10 0.056 -0.006 3.6218 0.963
! = ! LI — ! 11 -0.117 -0.168 4.3074 0.960
1 1 1 0 1 12 -0.010 -0.0683 4.3123 0.977

*Probabilities may not be wvalid for this equation specification.

EViews 10 Jlax¥1 sl ! plisuanl jLas¥1 slpz) ¢ - jiaal
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(10) Js4=

(Breusch-Godfrey) L=/
Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.136169 Prob. F(2,19) 0.8735
Obs*R-squared 0.408800 Prob. Chi-Square(2) 0.8147

EViews 10 jlasY) melopll plasuaal jLasV) clx] & @ gaabl

ol LW 2l e el 5l ) (10) dpir ¢ LM sy (F) asban] 25
(705) oo 5T 29 (0.9) ik ) Prob. F acs sls asgsy iyl
Jarque-Bera gl sl ayygdl Lot —¢

Series: Residuals
10 Sample 1994 2022
Observations 29
= Mean 0007526
Median 0.149423
& Maximum 8. 707551
Minimum -10_80258¢
s Std. Dewv. 4 357412
Skewness -0.313413
S Kurtosis 3.654461
Jarque-Bera 0 992321
ol Probability 0.608864
-12.5 -1 o -7.5 -5.0 -2.5 o.0 25 5.0 7.5 10.0

Jarque-Bera Jigiall sladt ud andall aygdt (12) o

EViews 10 glar§ gebpll altseaal jlas slzr) ¢ @ paall

Bl 5 ASH LS ¢ ganb i 08 psnd) 230l 3 s OF (12) S il o e
(705) sl sszen a ST 29 (0.61) 233U Probability a1
oW Sl ade Lt =
(10) Jy-t~
(ARCH-Test) 47 jtes/

Heteroskedasticity Test: ARCH

F-statistic 0.150794 Prob. F(1,26) 0.7009
Obs*R-squared 0.161457 Prob. Chi-Square(1) 0.6878
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el L5 A SE oS ((U05) dyins st ((2) BlaxY st il e ol (ARCH)
(05) gkt ssien a 5ST 29 (0.70) 2l Prob. F ateyi
e T W @ b HlesYl alis axy :MUlticollinearity o z1sa3¥) et —»
s Le=Yy o(RUth, 2005) (%085) oo xST Lo aslas 515 cnlitas cppiie o LLEYI Loles
sl 3 gedl i) Sl e alinas pine (S0 LY felas il @ Jad) 2lassY)

JUW Jgdl (3 LS
(12) Jpt~
Aol ik Loy VI Clolns Bpduzs
Correlation
RGDP | PI | IR .~ ER
RGDP 1.000000 0.650443 -0.166769 -0.192384
Pl 0.650443 1.000000 -0.309915 -0.596295
IR -0.166769 -0.309915 1.000000 0.255655
ER -0.192384 -0.596295 0.255655 1.000000

EViews 10 Jlax¥1 gobdt plbseaats LY shz) & :
Sy oo IS Cnlis e S BLOY Jolas 208 0 (12) Jpor & e (e e
A gl lpane 3 s lang) alSCs
Lt 2lSea Sl 6F n 3sed) oLy sl e uSTR :Stability Test z3ged! yf it jls) —
S gt jLatly (CUSUM) asslall 3l l) STl g sasbl JLasY Uiy 3l i)
-(CUSUM of Squares) &gkt 3lsl e &

14 15

12

1.0

0.8+

0.6

044

0.2

0.0

024

Vb 15 LI L B B B B T T

T T T T T T T
02 04 06 08 10 12 14 16 18 20 22 02 04 06 08 10 12 14 16 18 20 22

—— CUSUM of Squares - 5% Significance —— CUSUM 5% Significance

[ #2025 by sl ¢(50)2—nd) 1813]: Ay cloaad Jall g A g 50 eJ-H‘U-:-A]




e allae /Ealll QlRlue pay /e

o AalaBy) At o Galdl) g Ul e jlaiad i

02 04 06 08 10 12 14 16

—— Recursve C(1) Estimates.
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— Recursve C(5) Esimates
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Recursve C(7) Esimates.
- $2SE
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12 14 16 18 20 22

— Recursive C(6) Esimates
- %2SE

— Recursve C(8) Eslimates
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Stability Test z3sed! il Shylast (13) IS

EViews 10 gl galipd! plisunl jlesd) slz) & 1 el

258 o ((Y05) dugian 39dm die pas ) Zigadl SULy @ i) Ay & (13) Ko 0 ey

F-Bounds Test

o) el sgas 51s Jos Ly e LYl
(S5l oS L) —

(13) Jpt=

Bound Test 354/ mgio Jlarzol Hiidl folS b1

Null Hypothesis: No levels relaticonship

Test Statistic

Value Signif. 1(O) (1)
Asymptotic: n=1000
F-statistic 8667314 10%06 2.72 3.77
K 1 S% 3.23 4.35
2.5%0 3.69 4.89
1 %0 4.29 5.61
Actual Sample Size prd= ] Finite Sample: Nn=35
10%2% 2.958 4.1
520 3.e15 4.913
1 %0 5.198 5.845
Finite Sample: Nn=30
10%% 3.008 4.15
5% 3.71 5.018
126 5.333 T.083
t-Bounds Test Null Hypothesis: No levels relationship
Test Statistic walue Signif. 1(0) 1C1)
t-statistic -5. 705417 10%06 -2.57 -3.465
5% -2.86 -3.78
2.5%0 -3.13 -4.05
1 %0 -3.43 -4.37

EViews 10 JlamY) gebpll pliseanls jlasY) sl ) & 2 sl
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SR Lo 24 e ox S5 e 2l (3.9) 5 (4.8) allly (Y1) AV sy 2 Pesaran
29 W) il ol JUsY) e buelos nadl oding dlul il Olpae o Srad) JalSH) 2302 s,
.Long and short Run Jsklly jmadll cal ¥ @ z3gedl oledas s
ipdsed Cledae s —
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Levels Equation
Case 1: No Constant and Mo Trend

“ariable Coefficient Std. Error t-Statistic FProb.
Pl 0.793516 0.105455 7.524694 0.0000
IR -0.292596 0.065375 -4 475679 0.0002
ER -0.054174 0.009569 -5.661573 0.0000

EC = RGDP - (0.7935"PI -0.2926"IR -0.054Z2"ER )
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ARDL Long Run Form and Bounds Test
Dependent Variable: D(RGDP)
Selected Model: ARDL(1, 1, O, 3)

Case 1: No Constant and No Trend
Date: 09/25/24 Time: 22:48

Sample: 1991 2022

Included observations: 29

Conditional Error Correction Regression

Variable Coefficient Std. Error t-Statistic Prob.

RGDP(-1)" -1.014494 0.152105 -5.569697 0.0000
Pl{-1) 0.805017 0.139548 5. 768734 0.0000
IR™™ -0.296837 0.071364 -4.159465 0.0004
ER(-1) -0.054960 0.010899 -5.042554 0.0001
D(PI) -0.112741 0.211917 -0.361444 0.7214
D{(ER) 0.070890 0.020764 32.414016 0.0026
D(ER(-1)) 0.122504 0.029012 4.222557 0.0004
D(ER(-2)) o. 122868 0.035171 3.493499 0.0022

p-value incompatible with t-Bounds distribution.
= variable interpreted as Z = Z(-1) + D(Z).
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