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The Department of Highways has played an important role in the economic
development of the country for many decades. As can be seen in the past, inefficient -
transportation system resulted in slow development of the country, especially freight and peopie
transportations which are essential to domestic production rates. Therefore, products and services
costs in the past are relatively expensive compared to the present. This stimulates the awareness
of the role and importance of fransportation infrastructure, and leads to the general guideline of
how fiscal budgets should be apportioned to the department. In this study, we analyze the
relationship between the DOH’s fiscal budget to the country’s fiscal budget and the country’s
economic development using Vector Autoregressive Model (VAR) that is generally used in short-
term predictions. We emphasize the relationship between Endogenous variables and the ratio of
DOH’s budget to the country’s fiscal budget, economic growth rate, and Exogenous variables in
the form of Vector Autoregressive Model (VAR). The function of time and the stationary
property are also considered.

The results from this study show that the economic development indicative variables
statistically significant to our model are GDP growth rate, domestic industry growth rate,
telecommunication growth rate, and DOH’s budget growth rate. The ratio of DOH’s budget to the
country’s fiscal budget has a significant effect in the model. Based on further consideration, we
found that the DOH’s budget to the country’s fiscal budget at year “t-1” and the population
growth rate can stimulate economic growth rate in the first year while the effects diminish in the
following years but have no effects on the DOH’s budget ratio that depends mostly on
government policies. However, with a unit increment of the ratio of DOH to the national budgets,
the increase of DOH’s budget will increase in the first year and siow down in the following years.
In conclusion, the application of VAR Model to analyze the role of DOH to the country
development provides unclear results for short-term period consideration but clearer for long-term
consideration because the major objectives of the department are to increase efficient transport,

safety and accommodate various business activities.





