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ABSTRACT

The r a p i d gr ow t h .o f [he public sector is a feature
- ..,..

C.I.th!(l.LLel.l.; .• l....l\..... U.L Jlleo..t.Ll!
t ,-.1 ...._..:_~ r"'_"'~"""~~"r ~ c» c:

u. ....." "'...6.- ••.....1:-" ...,\.,1. .•• t» _ -..J ••...-. - .•. - ..•.. "-..:; .•

ULi.~ a spe ct has ccntinued uriab a t ed since Independence;

causing concern among policy makers about the implications

of such growth, especially of expenditures, fOl' the

eC0no~y in general, and the private sector ill particlilar.

Fg:cnc:::i.c .J!lE:'C:Y'Y suggests that in the pub Li c+p r iva t e
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5 ector ! s - a sit u a t i 0 n ref err e d to as the ere I'; C. j:i get: 1.:.

effect. 'l h is Paper studies this phenomenon for Kl:ny3 b y

way of analysing its major aspects, i.e. the financial,

real mv e otraen t arid p ri c e c r owd in g out c f f cc t s

affect pr~vate sector enterprises expansion).

The r e s u l t s .ind ic a t e that the phenomenal g r owt h in th e

domestic 'lcficit f i.n an c ing of public sector sp end in g j ha s

cro~~~d out privRtc sector enterprises I borrowing froDl
the f i.na r c ial ma r ke t through non+p r i c e ra t i on in g nee-bar iSI;:~;

sector r ea l investment, t hcugh pa rt ia l Ly expansionary is not

st~tisticalLy sig~ificant as a Jc:crminant. The price
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cr0 K d 1 i l g cut ef f cC tis not st J. t 1 S L i c aJ 1y sign i f ica. nt
either. However, the pattern of public sector investment
spending has completely crowdc~ out the privatp sector ~n
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the crowding cut effect is either partial or indeterminate.


