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Abstract: - Existing literature is inconclusive about the relationship between educational spending and economic
growth as it assumes, implicitly, that this relationship is direct. An alternative perspective, that has received less
attention in the literature, is that this relationship can be mediated by mediating variables such as fiscal space. The
study evaluated whether the fiscal space has a mediating effect on the relationship between economic growth and
educational spending. The results have shown that educational spending affects the moderator variable significantly
meaning educational expenditure has no direct effect on economic growth but through the moderating factor, fiscal
space. This means that there is an indirect effect of educational expenditure on economic growth. In Zimbabwe,
educational spending is the major expenditure by the government hence its financing depends on the government’s
ability to raise revenue to fund it. An increase in fiscal space has the effect of enhancing economic growth.
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1 Introduction stable state growth rate is partly due to the level of
The discussion on the relationship between human capital, [2]. _
educational spending and economic growth has been The thrust of these studies centered on the role of

at the center stage since time immemorial, [1], [2], educational-ﬁnancing as a springboard of economic
[3]. It was identified that increasing education for growth. This argument has also been supported by
labor contributed significantly to economic growth in scholars who are the proponents of the endogenous
developed and developing countries, [4]. It was also growth models, [7], [8]. These argue that limited
identified that educated in human resources increased funding to education 18 the main reason why groth
the economic growth rate, [5]. The authors identified rates are not at their social optimum. The main
that the quality of education may increase over time, argument coming from 1.:he endogenous' growth
[1], [6]. The author concludes that with the proponents. is that countries endowed with h}lge
contribution to internal growth models based on human capital stock and spend more on .educa‘uon,
research and development analysis, he found that the research, and development have the potential to grow
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faster. The autors also reflected on the role of
education as the most important production factor in
increasing human capital as a determinant of
economic growth, [9]. Education assists people to
gain knowledge which can be altered into higher
wages and higher economic growth. Investment in
educated and skilled workers brings out efficient use
of labor and capital resources for greater
productivity. The importance of education is well
argued by [10] who argues that education is key for
propelling the country's level and rate of economic
growth. Education imparts quality and skills of
human capital affecting economic processes and
sustains the general wellbeing of individuals and the
economy at large.

The transmission mechanism from education to
economic growth has passed through effect via two
main channels, [11]. In the first instance, human
capital is increased through education. As human
capital increases, the productivity of labor increases
also which leads to a higher equilibrium output level.
The other way is through increased innovative
capacity of the economy and technological know-
how which enhances the nation’s growth potential.
The ultimate effect of government educational
expenditure on economic growth is dependent on a
number of factors. It has been observed that huge
increases in public sector spending may produce
negative effects which may create a non-linear
relationship  between government educational
expenditure and economic growth reversing the
positive effect of government spending, [12],[13].

The debate on the effect of government
educational expenditure on economic growth has
been ongoing for a long time [14], [15], [16] and
[17]. [14], evaluated the effect of public expenditure
on economic growth in Nigeria for the period 1981-
2017. The results revealed that recurrent expenditure
significantly influenced economic growth. Expansion
in government spending was found to granger cause
real growth in the economy. [15], studied the
connection between educational expenditure and
economic growth in Nigeria. The study period
spanned 1987-2016. The study established that the
effect of educational expenditure on economic
growth was dependent on the type of expenditure.
Educational expenditure had a positive significant
impact on economic growth in the long run. [18],
evaluated the role of government expenditure on
economic growth using time series data for the
period 1980-2014. The study found that there is a
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positive long-run relationship between government
expenditure and economic growth. [19], evaluated
the impact of public educational expenditure on
economic growth in Vietnam from 2000 to 2015. The
results revealed that public capital expenditure is
positively related to GDP growth. [20], analyzed the
relationship between higher education spending and
economic growth in Kenya. The study revealed that
there  was  cointegration among  education
expenditure, labor force participation, fixed capital
formation, inflation, and economic growth.

[21], investigated the growth effect of public
education spending on the level of educational
quality. The study found that there was a threshold
effect on the relationship between education
expenditure and economic performance. The result
meant that spending on education had a positive
effect on growth. [22], examined the relationship
between government expenditure and economic
growth in Malaysia using time series data for the
period 1970-2014.

While [23] studied the role of public education
spending on educational outcomes and economic
growth in Nigeria. The study established both the
direct and indirect impact of educational spending on
educational outcomes and economic growth. The
results showed that aggregate education spending
promotes economic growth without necessarily first
improving education attainment. [24], evaluated the
cointegration between public education expenditures
and economic growth in a comparative study of
developed and developing countries. The study
established that the effect of public education
spending on economic growth was greater in
developing countries as compared to developed
countries hence confirming the phenomena of
caching up effect.

[25], investigated the causality between public
expenditure on education and economic growth.
Causal relations were found to run from economic
growth to public expenditure on education in the long
run. [26], employing the co-integration, error
correction mechanism, and granger causality test,
studied the impact of public educational expenditure
on economic growth. The study established
cointegration implying a long run relationship among
the variables. The study further established that
public capital spending and recurrent expenditure
significantly determined economic growth. [16],
employing the fully modified ordinary least squares
studied the effect of educational expenditure on
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economic growth among Asian countries. The study
established a cointegration between educational
expenditure and economic growth. Short-run
causality was found to run from educational
expenditure to economic growth using the panel
vector error correction method. [27], evaluated the
relationship between education and economic growth
in Algeria for the period 1974 to 2012. The result
established that government spending on education
had a positive effect on economic growth. [28],
evaluated the causal relationship  between
government expenditure in education and economic
growth in Malaysia during the period 1970-2010.
The study established that there was cointegration
among economic growth, fixed capital formation,
labor  force participation, and government
expenditure on education.

2 Study Hypothesis
Based on the inconclusiveness in the debate on the
relationship  between economic growth and
educational expenditure, the current study adds
another flair to the discourse by investigating the
mediating effect of fiscal space on the relationship
between educational expenditure and economic
growth in Zimbabwe. The current debate assumes
that there is a direct relationship running from
educational spending to growth without taking
cognizance that spending is dependent on the
availability of fiscal space. Fiscal space is the
availability of budgetary room that allows a
government to provide resources for a desired
purpose without any prejudice to the sustainability of
a government’s financial position The fiscal space
hence is a policy target with an impact on economic
growth since the government can manipulate it to
achieve certain macroeconomic objectives. [29],
contend that studies on the effect of educational
spending on economic growth show mixed and even
non-existent results based on the fiscal policy used.
This then reflects the importance of fiscal space
which determines the fiscal policy to be adopted.
Specifically, the study investigates the mediating
effect of fiscal space on the relationship between
educational expenditure and economic growth. The
contention is that the relationship between
educational expenditure and economic growth is not
direct but indirect through the availability of fiscal
space. The test ground for the study is the
Zimbabwean economy which has been characterized
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by retarded economic growth while fiscal support to
the social sectors has not been stable. This has been a
result of political, economic, and exogenous shocks
that have been affecting the country since its
attainment of independence in 1980. The
Zimbabwean government has been failing to meet the
Dakar declaration framework for action since the
fiscal space has been shrinking.

The study hypothesis is that: the relationship
between educational spending and economic growth
is mediated by fiscal space.

3 Methodology
To evaluate whether the fiscal space has a mediating
effect on the relationship between economic growth
and educational spending, the study adopts the
methodology by [30]. The method is further refined
in line with the suggestions by [31].

[31], proposed that to test for mediation between
variables, a step procedure should be applied. These
three steps are:

1. Regress the mediator variable on the
independent variable.

ii. Regress the dependent variable on the
independent variable.

iii. Regress the dependent variable on both
the independent variable and the
mediator.

According to [31], the results should reflect the
significance of the independent variable in the first
two models while the last model is supposed to show
the non-significance of the independent variable and
the significance of the mediator variable.

[32], have shown that the significant relationship
between the independent variable and dependent
variable is not necessary and can be misleading. He
attributed this to the fact that the total effect of the
sum of direct and indirect effects, including the
mediator, and that mediation must be only
established by the existence of an indirect effect.
[32], allude that the important thing is to evaluate the
indirect effect.

FSi_ 1 =PBo+ B1ESt—2 + B2ECi—1 + B4TR:_4

+ GF;_4 €Y
GDP, = Po + P1ESt—2 + B2 FSi—1 + B3EC,
+ B,TRA; + GF; 2
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The variables above are defined as: growth in
gross domestic product is used to proxy economic
growth (GDP)) and educational spending (ES)
measures total educational expenditure as a
percentage of GDP. The study integrates the
following control variables: Gross fixed -capital
formation (GF), trade openness (TR), and economic
crisis captured as (EC) which is a dummy account for
economic crisis (1) and stability (0) prevailing in the
country. The moderating effect of fiscal space is
government fiscal space (FS) The Justification of the
variables is given in Table 1 (Appendix).

The data utilized in this study was secondary data
sourced from the Central Bank of Zimbabwe (RBZ)
as well as the Zimbabwe Statistical Agency
(Zimstats). The study covered the period 1980-2020.
The choice of this period is based on the availability
of data. The period under consideration is the period
post the attainment of independence in Zimbabwe.

4 Results Presentation and Analysis
The descriptive statistics for the variables used to
estimate the economic growth equation are presented
in Table 2 (Appendix). The statistics show that there
is little variation in all the variables. Educational
expenditure has higher variability compared to the
other variables. The fiscal space variable has the
second highest variable among the variables.

The current study employed time series to
ascertain the effect of educational expenditure on
economic growth. To ensure that there is no security
among the variables, a stationarity test was carried
out employing the augmented dickey fuller test. The
method was proposed by Dickey and Fuller (1981)
and has gained dominance as a unit root test. The test
is premised on a parametric approach and developed
the Dickey-Fuller (DF) approach. The unit root test
results are shown in Table 3 (Appendix).

The unit root test shows that the variables of
interest are integrated into order one. The results
mean that all the variables are stationary after first
differencing. This then reduces the chances of
attaining spurious results which arise if the variables
are not integrated in the same order.

The results in Table 4 (Appendix) indicate that
educational spending which is an independent
variable affects the moderator variable significantly
in the model. When economic growth and
educational spending are included in model 2, the
results show that educational spending has no direct
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effect on economic growth, but fiscal space has a
positive and significant effect on economic growth.
The results imply that educational expenditure has no
direct effect on economic growth but through the
moderating factor, fiscal space. This means that there
is an indirect effect of educational expenditure on
economic growth. This supports other studies that
found that educational expenditure influences growth
[17], [14], and [15]. The creation of fiscal space
gives the government the opportunity to increase its
spending, [33]. In Zimbabwe where educational
spending is one of the major expenditures by the
government, it depends on the government’s ability
to raise revenue to fund it. A general reduction in
government fiscal space has the effect of decreasing
economic growth. Constrained fiscal space has a
detrimental effect on growth and hence should be
avoided. [34], also argues that fiscal policy has a
positive effect on economic growth.

The results reveal that capital formation
positively influences economic growth in line with
other studies, [35], [36]. Increased stock
accumulation increases growth. This calls for
improvement in the operating environment to attract
foreign and domestic investment.

Trade openness has a negative effect on
economic growth. This means that as the country
became more open to international trade, economic
growth started to slow down. The result makes sense
for a country such as Zimbabwe because of its lack
of competitiveness. As the country is opened there is
a great influx of goods from other countries at the
expense of local production. Zimbabwe has been
experiencing challenges with Balance of Payment
problems because of imports which have been
outstripping exports. The result means that the
country should improve its competitiveness for it to
improve its exports and limit imports. The result
differs from [37]. He found that trade openness has
positive effects on economic growth both in the short
and long run.

Economic stability has a positive effect on
economic growth or alternatively economic crisis
reduces economic growth. In the period starting
2000 up to 2009 Zimbabwe experienced a significant
economic decline (40 percent cumulatively) which
was arrested in 2009 when growth rates averaged 10
percent the economy suffered a serious economic
crisis which led to a cumulative economic decline of
40 percent. [38], support the argument that for a
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country to attain sustained economic it needs stability
both political and economic.

Table 5 (Appendix) shows results for testing for
serial correlation and homoscedasticity. The results
show that the model is free of serial correlation and is
also homoscedastic. This implies that the results are
free of serial correlation and heteroscedasticity.

5 Conclusion

The discussion on the relationship between
educational spending and economic growth has been
at the center stage since time immemorial. The thrust
of these studies centered on the role of educational
financing as a springboard for economic growth. The
current study evaluated whether the fiscal space has a
mediating effect on the relationship between
economic growth and educational spending. The
study has shown that educational spending affects the
moderator variable significantly in the model. The
results imply that educational expenditure has no
direct effect on economic growth but through the
moderating factor, fiscal space. This means that there
is an indirect effect of educational expenditure on
economic growth. In Zimbabwe where educational
spending is one of the major expenditures by the
government, it depends on the government’s ability
to raise revenue to fund it. A general reduction in
government fiscal space has the effect of decreasing
economic growth.

References:

[1] Lucas, R. E. (1988). On the mechanics of
economic development. Journal of Monetary
Economics, 22:3-43,

Romer. P. (1990). Human Capital and Growth:
Theory and Evidence. Carnegie-Rochester
Conference Series on Public Policy, 32: 251-
286.

Barro, R. (1991) Economic Growth in a Cross
Section of Countries. Quarterly Journal of
Economics, 106: 407-443.

Barro, R.J., and X. Sala-i-Martin. 1997.
Technological Diffusion, Convergence, and
Growth. Journal of Economic Growth, 2: 1-26.
Ghose, A. & Das, S. (2013). Government size
and economic growth in emerging market
economies: A panel cointegration approach.
Macroeconomic Finance in Emerging Markets
Economies, 6: 14-38.

2]

[3]

E-ISSN: 2224-2899

2248

[10]

[12]

[13]

[14]

[15]

Leward Jeke, Abel Sanderson,
Julius Mukarati, Pierre Le Roux

Mankiw, G., Romer, D. & Weil, D. N. (1992).
A contribution to the empirics of economic
growth. The Quarterly Journal of Economics,
107(2): 407-437.

Coman, A. C.,, Lupu, D. & Nuta, F.
M. (2023) The impact of public education
spending on economic growth in Central
and Eastern Europe. An ARDL approach with
structural break, Economic Research-
Ekonomska Istrazivanja, 36:1, 1261-1278.
Hanushek, E. A. & Ludger, W. (2008). The
Role of Cognitive Skills in Economic
Development.  Journal of Economic
Literature, 46(3): 607— 668.

Kosempel, S., (2004). Finite lifetimes and
government spending in an endogenous growth
model.  Journal of Economics and Business.
56:197-210.

Onifade, S.T., Cevik, S., Erdogan, S. et al.
(2020). An empirical retrospect of the impacts
of government expenditures on economic
growth: new evidence from the Nigerian
economy. Economic Structures, 9, 6 (2020).
https://doi.org/10.1186/s40008-020-0186-7.
Ayeni, A.O. & Omobude, A. F. (2018).
Educational expenditure and economic growth
nexus in Nigeria. Journal for the
Advancement of Developing Economies, 7(1):
59-77.

Mallick, L., Das, P. K. & Pradhan, K.C. (2016)
Impact of educational expenditure on economic
growth in major Asian countries: Evidence
from econometric analysis. Theoretical and
Applied Economics, XXIII 2(607):
173-186.

Idrees, A. S. & Siddiqi, M. W. (2013): Does
public education expenditure cause economic
growth? Comparison of developed and
developing countries, Pakistan Journal of
Commerce and Social Sciences (PJCSS), ISSN
2309-8619, Johar Education Society, Pakistan
(JESPK), Lahore, Vol.  7(1): 174-183.
Oladele, M.F., Mah, G., Mongale, 1. (2017).
The Role of Government Spending On
Economic Growth In A Developing
Country. Risk governance & control: financial
markets & institutions,  7(2,1):140-146.
http://dx.doi.org/10.22495/rgev7i2¢c1p2.

Dao, B. (2020) Public Expenditure for
Education and Economic Growth in Vietnam.
Journal of Economics and Sustainable

Volume 21, 2024


https://doi.org/10.1186/s40008-020-0186-7
http://dx.doi.org/10.22495/rgcv7i2c1p2

[18]

[20]

[21]

[22]

[23]

[24]

[25]

[26]

WSEAS TRANSACTIONS on BUSINESS and ECONOMICS
DOI: 10.37394/23207.2024.21.184

Development, 2020, [Online].
SSRN: https://ssrn.com/abstract=3686329
(Accessed Date: October 20, 2024).
Hasnul, A. G.(2015). The effects
government expenditure on economic growth:
the case of Malaysia. Munich Personal RePEc
Archive, paper 71254.

Bhattacharyya, P.  Public expenditure on
education and economic growth: a state-level
analysis in India. Humanities &
Social Sciences Reviews, 7(6): 533-539.
Inimino, E. E., Tubotamuno, B. & Shaibu, D.
0. (2017). Public Education Expenditure and
Economic Growth in Nigeria. IARD
International Journal of Economics and
Business Management, 3 (6): 42-57.

Keho, Y. (2017). The impact of trade openness
on economic growth: The case of Cote
d’Ivoire, Cogent Economics &
Finance, 5:1, https://doi.org/10.1080/23322039
.2017.1332820.

Wambua, L. N. (2019). Higher education
expenditure and economic growth in
Kenya (Doctoral dissertation, Kenyatta

University).

Trabelsi, S. (2018). Public Education Spending
and Economic Growth: The Governance
Threshold  effect. Journal of  Economic
Development, 43(1).

Senawi, N. F., & Sulaiman, N. F. C. (2020).
The Relationship between Government
Expenditure On Selected Sectors Towards
Economic Growth In Malaysia. Universiti
Malaysia Terengganu Journal of
Undergraduate Research, 2(3), 83-92.

Urhie, E. (2014). Public education expenditure
and economic growth in Nigeria: a
disaggregated approach. Journal of Empirical
Economics, 3(6), 370-382.

Idrees, A. S., & Siddiqi, M. W. (2013). Does
public education expenditure cause economic
growth? Comparison of developed and
developing countries. Pakistan Journal of
Commerce and Social Sciences (PJCSS), 7(1),
174-183.

Bhattacharyya, P. (2019). Public expenditure
on education and economic growth: A state-
level analysis in India. Humanities & Social
Sciences Reviews, 7(6), 533-539.

Inimino, E. E., Otubu, O. P., & Akpan, J. E.
(2020). Petroleum profit tax and economic

E-ISSN: 2224-2899

of

2249

[27]

[28]

[29]

[30]

[31]

[32]

[33]

[34]

[35]

[36]

[37]

Leward Jeke, Abel Sanderson,
Julius Mukarati, Pierre Le Roux

growth in  Nigeria. Asian  Journal  of
Sustainable Business Research, 1(2), 121-130.
Mallick, L., Das, P. K., & Pradhan, K. C.
(2016). Impact of educational expenditure on
economic growth in major Asian countries:
Evidence from econometric
analysis. Theoretical applied
economics, 2(607), 173-186.

Mekdad, Y., Dahmani, A., & Louaj, M. (2014).
Public spending on education and economic
growth in Algeria: Causality test. International
Journal of Business and Management, 2(3), 55.
Hussin, M. Y. M., Muhammad, F., Hussin, M.
F. A., & Razak, A. A. (2012). Education
expenditure and economic growth: a causal
analysis for Malaysia. Journal of Economics
and Sustainable Development, 3(7), 71-81.
Annabi, N., Harvey, S., & Lan, Y. (2011).
Public expenditures on education, human
capital and growth in Canada: An OLG model
analysis. Journal of Policy Modeling, 33(6),
852-865.

Baron, R. M., & Kenny, D. A. (1986). The
moderator—-mediator variable distinction in
social psychological research: Conceptual,
strategic, and statistical considerations. Journal
of personality and social psychology, 51(6),
1173.

Zhao, X., Lynch Jr, J. G., & Chen, Q. (2010).
Reconsidering Baron and Kenny: Myths and
truths about mediation analysis. Journal of
consumer research, 37(2), 197-206.

Khalaf, L., Kouki, R., & Algebaly, E. A. M.
(2023). The bidirectional relationship between
MFIs’ financial and social performance:
Sustainability and outreach perspective. Cogent
Economics & Finance, 11(1), 2173123.
Gerson, M. P. R. (1998). The impact of fiscal
policy variables on output growth.

Ongo, E. N., & Vukenkeng, A. W. (2014).
Does gross capital formation matter for
economic growth in the CEMAC sub-
region?. EuroEconomica, 33(2).

Iftikhar, Y., He, W., & Wang, Z. (2016).
Energy and CO2 emissions efficiency of major
economies: A non-parametric analysis. Journal
of Cleaner Production, 139, 779-787.

Keho, Y. (2017). The impact of trade openness
on economic growth: The case of Cote
d’Ivoire. Cogent Economics & Finance, 5(1),
1332820.

and

Volume 21, 2024


https://ssrn.com/abstract=3686329
https://doi.org/10.1080/23322039.2017.1332820
https://doi.org/10.1080/23322039.2017.1332820

WSEAS TRANSACTIONS on BUSINESS and ECONOMICS
DOI: 10.37394/23207.2024.21.184

[38] Kouki, S., & Rezgui, S. (2017). The impact of
financial integration on economic growth Case
of Maghreb countries. Archives of Business
Research, 5(3).

E-ISSN: 2224-2899

2250

Leward Jeke, Abel Sanderson,
Julius Mukarati, Pierre Le Roux

Contribution of Individual Authors to the
Creation of a Scientific Article (Ghostwriting
Policy)

- Leward Jeke and Abel Sanderson: study design,
conceptualization, literature search and review,
write-up of original draft, data processing and
statistical analyses, and research fund acquisition.

- Julius Mukarati and Pierre Le Roux: study design
approval, conceptualization, review and approval
of literature search protocols, critical review and
editing of the manuscript. All authors read and
approved the final manuscript.

Sources of Funding for Research Presented in a
Scientific Article or Scientific Article Itself
No funding was received

Availability of data and materials

The data sets used and/or analyzed during the current
study are available from the corresponding author on
request.

Conflict of Interest
The authors declare that they have no competing
interests.

Creative Commons Attribution License 4.0
(Attribution 4.0 International, CC BY 4.0)

This article is published under the terms of the
Creative Commons Attribution License 4.0
https://creativecommons.org/licenses/by/4.0/deed.en
[N

Volume 21, 2024


https://creativecommons.org/licenses/by/4.0/deed.en_US
https://creativecommons.org/licenses/by/4.0/deed.en_US

WSEAS TRANSACTIONS on BUSINESS and ECONOMICS

DOI: 10.37394/23207.2024.21.184

Leward Jeke, Abel Sanderson,
Julius Mukarati, Pierre Le Roux

APPENDIX

Table 1. Justification of the variables’

Variable

Coefficient

Justification

Public Education Spending

ES

Financing the education sector enhances both individual
manpower and the economy in aggregate. Those nations that
possess huge stocks of human capital and spend more on
education or research and development will enjoy a faster
rate of economic growth. Despite the expected relationship,
there might be an endogeneity problem caused by the
simultaneous causal relationship between GDP and education
spending (Phi 2017)

Economic Crisis

EC

Economic crisis slows down national economic activities,
which in turn effectaffects public revenue. The impact on
economic growth varies depending on the existing national
economic structure, connections to the global economy, pre-
crisis macroeconomic and fiscal conditions, and geographical
and economic regions.

Trade Openness

TR

Trade openness is expected to enhance economic growth by
providing access to goods and services, achieving efficiency
in the allocation of resources, and improving total factor
productivity through technology diffusion and knowledge
dissemination (Barro & Sala-i-Martin, 1997)

Fiscal Space

FS

Fiscal space is the availability of budgetary room that allows
a government to provide resources for a desired purpose
without any prejudice to the sustainability of a government’s
financial position The fiscal space has an impact on economic
growth since the government can manipulate it to achieve
certain economic objectives.

Gross Fixed Capital Formation

GF

Gross fixed capital formation (GFCF) refers to investment.
This is the acquisition of produced assets including the
production of such assets by producers for their own use,
minus disposals. It is expected to have a positive relationship
with economic growth.

Table 2. Descriptive Statistics

Variable

Mean | Minimum

Maximum | Standard Deviation

GF

2.9721 | 2.0612

3.3179 0.3627

EC

0.2500 | 0.0000

1.0000 0.4392

TR

0.6840 | 0.3592

1.2231 0.2103

ES

9.9189 | 1.2000

44.3300 8.3097

FS

6.3048 | -24.5588

2.7999 5.6041
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Table 3. Unit Root Test
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Variable | Trend and Intercept | Trend and Intercept | Level of Integration
Level First Difference
GDP -0.9727 -5.3525 I(1)
(0.9351) (0.0006)
FS -4.5837 -10.8336 I(1)
(0.1043) (0.0000)
TR -3.7444 -6.0596 I(1)
(0.1323) (0.0001)
ES -2.2489 -6.3785 I(1)
(0.1605) (0.0000)
EC -1.4516 -5.6379 I(1)
(0.8169) (0.0000)
GF -2.2169 -6.5796 I(1)
(0.4660) (0.0000)
Table 4. Regression Results
Model 1 Model 2
Dependent variable: FS | Dependent variable: GDP
Variable Coefficient Coefficient
ES 11.199%** 0.020
FS - 0.1113%**
EC -13.99** -0.240 1 ***
TR -7.819 -0.1867*
GF -3.150* 0.14542**
C 4.,792%%* 2.9011%**
Table 5. Diagnostic tests
Test F-statistic | P-Value
Breusch Godfrey serial Correlation LM Test 0.3405 0.3316
Breusch Pagan- Godfrey Test for Homoscedascity | 1.3272 0.4345
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