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Abstract 
The role of fiscal policies in the development of emerging economies has been a major source of 
concern in economic literature.  Majority of studies in this area have however, concentrated on 
the industrialized countries of the Western World, with little or no reference to the emerging 
economies of the developing countries.  This study aims therefore, at bridging such gap by 
looking at the impact of fiscal policy components and expenditures on them on growth of the 
Nigerian economy.  The guiding question is on whether federal government expenditures on 
fiscal components have significant impacts on growth of the Nigerian economy. 
Methodologically, the study began by examining the characteristics of the relevant time-series 
using the unit root tests of stationary and co-integration tests. Our analysis was based on three 
models: a baseline model; a log linear model; and, a lagged model, each of which was designed 
to achieve the aim of this study.  The analytical results suggest as follows: (i) existence of unit 
root problems hence, non-stationary time series on the relevant regression variables; (ii) non-
positive impacts of federal expenditures on economic services and transfer payments on growth 
of the Nigerian economy; and (iii) observed positive impacts of federal expenditures on 
administration, as well as social and community services on economic growth. Based on these 
observations, the study recommends as follows: first, institution of effective and implementable 
political, social, and economic stabilization policy programmes; second, an in-depth scholarly 
study on the relationship between government expenditures on such economic services as 
agriculture, construction, transport and communication and economic progress in Nigeria; and, 
the federal government to lay special emphasis on administrative, social and community services 
in its fiscal policies, as these fiscal components have potential inputs to development of the 
Nigerian economy. 
 
1. Introduction 
A handful of empirical studies support the theoretical view that healthy budgetary balances or 
consistent budget surpluses are required for economic growth in the long run (Easterly et al, 
1984).  However, the effect of fiscal consolidation on growth in the short run remains 
questionable.  Many studies, concentrating on industrial countries (McDermott and Wescott, 
1996; Alesina and Perotti, 1996; Butti and Sapir, 1998; Alesina et al, 2002; and , Von Hagen and 
Strauch, 2001), have concluded that under, certain circumstances, fiscal contraction can 
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stimulate economic growth.  These studies were centred on the belief that the composition of 
fiscal adjustments plays a major role in the determination of whether fiscal contractions lead to 
sustainable economic growth.  The studies are also of the opinion that improvement in fiscal 
expenditure composition or components through rationalisation of government wage bills and 
public transfers, instead of increase in tax revenues and reduction in public investments, can 
stimulate growth even in the short run. 

In this study, we attempt to establish the impact of the composition of government expenditures 
on sustainable growth of the Nigerian economy.  This aim is in recognition of the fact that, while 
some aspects of the effect of government expenditure composition on growth have been 
addressed in the studies advanced by Abed et al (1998), Gerson (1998), and, Kneller et al (1999), 
an in-depth econometric study of developing countries is yet to be undertaken.  This study 
therefore, will initiate the process of closing this gap by providing some empirical evidence of 
the impact of fiscal expenditure components on growth of the Nigerian economy.  In specific 
terms, this study addresses the following questions: 

1.  What are the impacts of the Nigerian fiscal policy stance, measured by the level and changes 
in government expenditure composition, on economic growth in Nigeria?   

 2.  Are these impacts statistically significant in the context of developing countries in general 
and specifically, in Nigeria? 

The rest of the paper is structured according to the following sections: section 2 is a survey of 
literature on the impact of fiscal policy components on economic growth; section 3 presents the 
methodology, data sources, and specification of the model; section 4 presents our data analysis, 
results, and inferences; and, in section 5, our conclusions and recommendations will be 
summarised. 

 

2. Review of the related literature 
On the background, we note that policy makers and scholars alike appear divided on the possible 
impacts of government expenditures on economic growth in general.  Proponents of government 
expansion are of the view that government expenditures provide valuable public goods 
including: education, roads, infrastructure, and security, among others (Mitchell, 2005).  They 
claim that increases in government spending are capable of enhancing growth through, perhaps, 
rises in purchasing power of the citizenry, both in the short- and long-run (Samson, 2013; 
Loizides and Vamvoukas, 2005).  Proponents of minimal government spending, however, are of 
the opinion that high government spending do crowd out private investments and hence, 
undermine economic growth.  They are of the opinion that increases in government spending 
often transfer resources from the productive sector of the economy to government, where the 
resources are likely to be used inefficiently.  They also argue that expanding public sector can 
complicate efforts aimed at implementing pro-growth policies such as, fundamental tax reform 
and personal retirement accounts (Mitchell, 2005). 

The effect of fiscal policies on economic growth in general has been a subject of long debate, 
especially in respect of the short-run effects.  Several studies emphasising short-run fiscal policy 
effects, with references to industrialised countries, have been devoted to understanding of the 
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conditions under which fiscal multiplier effects can be small, and even negative (Alesina and 
Perotti, 1996; Alesina and Adagna, 1998; and , Perotti, 1999).  According to Perotti (1999), 
fiscal consolidations tend to be expansionary during periods of rising debts.  Additionally, 
Alesina and Perotti (1995) and Alesina and Adagna (1998) observed that, in addition to the size 
of the fiscal impulse, composition of the government expenditure is significant in the explanation 
of private sector responses to fiscal policy and, hence, the impact on economic growth.  Von 
Hagen and Strautch (2001) observed that fiscal adjustments that primarily rely on reductions in 
transfers and the wage bill tend to last for some time and can be expansionary.  Those that 
primarily rely on tax or revenue increases, and reduction in public investment tend to be 
contractionary and unsustainable. 

 

The potential impacts of fiscal policy on long-term growth have also generated substantial debate 
(Tanzi and Zee, 1996).  Endogenous growth models suggest that fiscal policy can either promote 
or retard growth as investment in human and physical capital, which can be affected by taxation 
and government expenditures, can impact on steady-state growth rates (Barro, 1991; Chamlay, 
1986; King and Rebelo, 1990; Jones et al, 1993; Barro and Sala-i- Martin, 1995; Mandoza et al, 
1997).   

There appears to be a consensus in the literature that the impact of fiscal policies on economic 
growth is nonlinear.  This may be the case because private sector’s response to fiscal policy can 
be nonlinear, implying a complex relationship between the size and composition of government 
spending and tax revenues and economic growth.  For instance,  Giavazzi et al (2000), found that 
the nonlinear effects of fiscal policy on national savings appear to be associated with persistent 
increases in primary deficits. 

In a nutshell, and according to results of  the foregoing literature review, the theoretical 
framework for our empirical analysis will assume that fiscal policy can affect the steady-state 
and short-run growth rate of an economy through its effects on behaviour of the private sector 
investment, and on physical and human capital. 

3. Methodology, data sources, and specification of the relevant model 

3.1 Methodology 
This study will adopt one of Gupta et al’s (2005) three aspects of fiscal policy: the fiscal policy 
stance; budget deficit financing; and, composition of federal government expenditures, in 
analysing the growth impact of fiscal policies in Nigeria.  The study will address the importance 
of the third aspect, as enumerated here, in growth of the Nigerian economy.  Of major interest in 
the composition of federal government expenditures are: 

(i) expenditures on administration: general administration, defense, internal security, and 
National Assembly; 

(ii) expenditures on economic services: agriculture, construction, transport and communication, 
and related economic services; 

(iii) expenditures on social and economic services: education, health, and related social and 
community services; and, 
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(iv) expenditures on transfers: public debt services, pension and gratuities, subvention, and the 
like.  

Our study uses two basic approaches to data analysis: 

(i) descriptive approach; and, 

(ii) econometric approach. 

3.2 Data sources 
Our data type will be mainly secondary and sourced from various secondary sources, including 
the statistical bulletin of the Central Bank of Nigeria, Official Gazettes of the federal Republic of 
Nigeria, and World Bank’s occasional reports. 

3.3 The model 
Our relevant model adopts three specifications of the relationship between economic growth, 
where economic growth is represented by the annual rate of growth of real gross domestic 
product (GDP), and the composition of federal government expenditures including expenditures 
on administration, economic services, social and community services, and transfers.  The three 
specifications are as presented in models A, B, and C below. 

Model A (Basic government expenditure components as determinants of economic growth): 

RGDPR = F(ADMEXP, ECONSERV, SOCOMSERV, TRNSFEXP, PERCGDP), 

with the regression equation: 

RGDPRt = βo + β1ADMEXPt + β2ECONSERt + β3SOCOMSERVt  

                  + β4TRNSFEXPt + β5PERCGDPt + ui                                        (1)   

where: 

RGDPRt = periodic real rate of growth of GDP 
ADMEXPt = periodic expenditures on administration 
ECONSERVt = periodic expenditures on economic services 
SOCMSERVt = periodic expenditures on social and community services 
TRNSFEXPt = periodic expenditures on transfers 
PERCGDPt = the ratio of federal government expenditures to GDP              

Model B (The logarithmic form of the model): 

log(RDGPR) = βo + β1log(ADMEXP) + β2log(ECONSERV) + 

    β3lOG(SOCOMSERV) +  β4log(TRNSFEXP) + β5log(PERCGDP) + ui     (2)  

Model C (The lagged form of the model): 

RGDPRt = βo + β1ADMEXPt-1 + β2ECONSERVt-1 + β3SOCOMSERVt-1 

           + β4TRNSFEXPt-1 + β5PERCGDPt-1 + ui                                                    (3) 
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While equation (1) represents a baseline linear regression model, equations (2) and (3) are aimed 
at determining the effects on economic growth of changes in the values of the explanatory 
variables. 

4 Data analysis 
As noted earlier, we analyse the available time-series data descriptively and econometrically as 
follows: 

4.1 The Descriptive analysis 
Our descriptive analysis is made up of line graphs, descriptive statistics, and correlation analysis.  
In addition, observed irregularities in the macroeconomic data available for Nigeria would 
demand for two basic tests: (i) unit roots test; and, (ii) cointegration test.  We apply the unit root 
test in testing for the stationarity of the available time-series on our regression variables.  The 
test of stationarity is necessary as the stationarity of a series can influence the behaviour and 
properties: if the variables in our model are not stationary the usual assumptions for asymptotic 
analysis will not be valid in our analysis. 

Also of interest is the cointrgration test to ascertain the possibility of changes in long-run 
relationships between our variables of interest, or the probability that our cointegrating vector 
can shift, due perhaps to such factors as technological progress, economic and social crises, or 
changes in economic and political policies. 

A critical look at figure 1 below would indicate that real GDP was at its maximum between the 
years 2000 and 2005.  The Nigerian economy experienced a sharp decline in real output in 2005, 
picking up sluggishly in the first quarter of 2005.  The graph also indicates that government 
expenditure on economic services was at its minimum in 2005, the period of maximum real 
GDP, suggesting a negative relationship between real GDP and government expenditure on 
economic services.  We can also observe a steady rate of growth in real GDP beginning from 
1980. 

The correlation matrix presented in figure 2 shows some interesting phenomenon.  All our 
explanatory variables, except for the proportion of GDP spent on administration, appear to be 
negatively correlated with economic growth in Nigeria.  The estimated model will however, 
present a more valid picture. 

In figure 3, we observe very high variations in our variables of interest.  This suggests serious 
long-run effects on stability of these variables. 
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Figure 1: Trends in real GDP and expenditure components 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source:  
Constructe
d from the 
available 
data 

 
 
Figure 2: Correlation matrix 
 

 ADMEXP ECONSERV GDPR PERCGDP RGDPR SOCOMSERV TRNSFEXP 

ADMEXP  1.000000  0.784816  0.235313 -0.593893 -0.082784  0.829245  0.820865 

ECONSERV  0.784816  1.000000  0.216721 -0.508969 -0.133887  0.925655  0.656837 

GDPR  0.235313  0.216721  1.000000 -0.409174 -0.054041  0.329341  0.102505 

PERCGDP -0.593893 -0.508969 -0.409174  1.000000  0.238559 -0.629969 -0.353568 

RGDPR -0.082784 -0.133887 -0.054041  0.238559  1.000000 -0.107888 -0.114078 

SOCOMSERV  0.829245  0.925655  0.329341 -0.629969 -0.107888  1.000000  0.561642 

TRNSFEXP  0.820865  0.656837  0.102505 -0.353568 -0.114078  0.561642  1.000000 
 
Source: Computed from the available data 
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Figure 3: Descriptive statistics 

ADMEXP ECONSERV GDPR PERCGDP RGDPR SOCOMSERV TRNSFEXP 

 Mean 167871.4  156411.8 520153.7 7.176471  0.208706 40179.11 47753.74 

 Median  25067.00  104745.4  297884.0  6.900000  0.060000  8935.900 22429.65 

 Maximum  966060.0  506000.0  4777533.  20.50000  5.510000  154700.0  265900.0 

 Minimum  262.7000  656.3000  20103.30  1.200000 -0.07  237.6000  0.000000 

 Std. Dev.  297382.2  172841.7  791092.3  4.413070  0.938237  52971.26  67585.95 

 Skewness  1.829317  0.744571  4.768031  0.904765  5.541800  1.169135  1.926042 

 Kurtosis  4.719570  2.224507  26.21359  3.859554  31.82349  2.897849  5.798857 

 Jarque-Bera  23.15191  3.993491  892.2268  5.685415  1350.990  7.760412  32.11889 

 Probability  0.000009  0.135776  0.000000  0.058268  0.000000  0.020647  0.000000 

 Sum  5707627.  5318002.  17685227  244.0000  7.096000  1366090. 1623627 

 Sum Sq. Dev.  2.92E+12  9.86E+11  2.07E+13  642.6812  29.04954  9.26E+10  1.51E+11 

 Observations    34  34       34      34     34  34  34 
 
Source: Generated from the available series using a statistical package (e-View) 

4.1.1 The unit root test              
Our unit roots test follows the augmented Dickey-Fuller (ADF) test model of the form:  
 
∆yt  =  α + βt + γyt-1 + ξt                                                                (4), 
 
Where, y represents a vector of the regression variables. 
 
The estimated equation (4) is summarized in table 1 below: 
 
Table 1: Summary of the output from ADF unit root test equation 
Variable Lag Length Critical value 

DFr @ 5% 
level 

ADF Statistic Test Equation 

    R2 SE  Durbin-
Wastin 
Statistic 

ADMEXP 
 
ECONSERV 
 
PERCGDP 
 
RGDPR 
 

4 
 
0 
 
0 
 
0 
 

-2.968 
 
-2.954 
 
-2.954 
 
-2.594 
 

6.452 
 
-0.618 
 
-3.468 
 
-5.876 
 

0.67 
 
0.012 
 
0.28 
 
0.53 
 

52917.77 
 
78233.06 
 
2.695 
 
0.966 
 

1.847 
 
2.270 
 
2.307 
 
0.958 
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SOCOMSERV 
 
TRNSFEXP 

5 
 
3 

-2.972 
 
-2.964 

5.04 
 
-0.055    

0.70 
 
0.56 

13940.54 
 
44859.22 
 

2.227 
 
2.057 

Source: Author’s estimations 
 
Our null hypothesis for each of the regression variables is the existence of unit root. At 95 
percent confidence level, and using the critical values for the augmented DF, DFr, we observe as 
follows from table 1: 
 
(i) ADMEXP has no unit root problem.  The series is therefore stationary. 
(ii) ECONSERV has no unit root problem.  The series is therefore stationary. 
(iii) SOCOMSERV has no unit root problem, and the series is stationary. 
(iv) TRNSFEXP has no unit root problem, and the series is stationary. 
However, PERCGDP and RGDPR have unit root problems and their series are non-stationary.    
 
4.1.2 The cointegration test 
Our basic assumption in the test of cointegration is a linear deterministic trend.  We want to 
establish that our regression variables as defined above are integrated, stationary, and 
deterministic. The conitegration test is necessary in order to ensure the usefulness of our model 
for long-run predictions. If our data series are cointegrated, they would most likely ensure that 
our regression results are meaningful, not spurious.  
 
The conitegration rank tests and estimates of relevant cointegration equations, using the 
statistical package, e-View, are presented in appendix 2.  The regression results presented in the 
appendix 2 indicate moderate cointegration in our series.  By implication, it is safe to carry out 
the regression of the three models as specified in equation (1), equation (2), and equation (3) 
above. 
 
4.2 Econometric analysis 
We begin with the estimates of our baseline equation (equation 1): 
 
RGDPRt = βo + β1ADMEXPt + β2ECONSERt + β3SOCOMSERVt  

                  + β4TRNSFEXPt + β5PERCGDPt + ui  
 
The variables are as defined, where RGDPR, the real rate of growth of GDP, is used as a proxy 
for economic growth. 
The regression output is as presented in table 2 below:  
 
 
Table 2: Baseline regression results 
Dependent Variable: RGDPR   
Method: Least Squares   
Date: 07/25/14   Time: 06:28   
Sample: 1980 2013   
Included observations: 34   
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Variable Coefficient Std. Error t-Statistic Prob.   
     
                      C -0.293419 0.509237 -0.576193 0.5691 

ADMEXP 1.13E-06 1.79E-06 0.631290 0.5330 
ECONSERV -1.43E-06 3.26E-06 -0.440245 0.6631 

  SOCOMSERV 3.26E-06 1.30E-05 0.251498 0.8033 
TRNSFEXP -2.93E-06 5.83E-06 -0.502669 0.6191 
PERCGDP 0.076074 0.051894 1.465952 0.1538 

     
     

R-squared 0.095344     Mean dependent var 0.208706 
Adjusted R-squared -0.066202     S.D. dependent var 0.938237 
S.E. of regression 0.968796     Akaike info criterion 2.933260 
Sum squared resid 26.27985     Schwarz criterion 3.202618 
Log likelihood -43.86542     F-statistic 0.590198 
Durbin-Watson stat 2.576600     Prob(F-statistic) 0.707435 

     
     

 

Table 2 indicates some interesting observations.  Contrary to expectations, expenditure on both 
economic service (ECONSERV) and transfer payments (TRNSFEXP) appear to be negatively 
related to economic growth in Nigeria.  However, the values of R2 and F-statistic indicate some 
weaknesses in the baseline model.  The same observation is true for the results of model B’s 
(equation 2) regression, as shown in table 3 below.  Though, there are some improvement from 
model A’s specifications, as there were improvements in values of both R2 and F-statistic. 

Table 3: The logarithmic regression results 
Dependent Variable: LOG(RGDPR)  
Method: Least Squares   
Date: 07/13/14   Time: 18:02   
Sample (adjusted): 1981 2013   
Included observations: 26 after adjustments  

     
     

Variable Coefficient Std. Error t-Statistic Prob.   
     
     C -2.207417 3.557044 -0.620576 0.5419 

LOG(ADMEXP) 0.174485 0.816742 0.213636 0.8330 
LOG(ECONSERV) -0.750766 0.712368 -1.053902 0.3045 
LOG(PERCGDP) 0.246678 1.070316 0.230472 0.8201 

LOG(SOCOMSERV) 0.723173 0.659939 1.095818 0.2862 
LOG(TRNSFEXP) -0.167303 0.167586 -0.998312 0.3301 

     
     R-squared 0.233952     Mean dependent var -2.910719 

Adjusted R-squared 0.042440     S.D. dependent var 1.373457 
S.E. of regression 1.343996     Akaike info criterion 3.628346 
Sum squared resid 36.12650     Schwarz criterion 3.918676 
Log likelihood -41.16849     F-statistic 1.221605 
Durbin-Watson stat 0.678416     Prob(F-statistic) 0.335441 
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 The regression results for model C, equation (3) is summarised in table 4 below.   
The results maintain our observed negative effects of expenditure on economic services and 
transfer payments on economic growth. 
 
 
 
 
 
Table 4: Regression results for the lagged model 
Dependent Variable: RGDPR   

Method: Least Squares   

Date: 07/25/14   Time: 06:34   

Sample (adjusted): 1981 2013   

Included observations: 33 after adjustments  
     
     

Variable Coefficient Std. Error t-Statistic Prob.   
     
     

C -1.229099 0.414927 -2.962203 0.0063 

ADMEXP(-1) 1.75E-06 1.56E-06 1.120609 0.2723 

ECONSERV(-1) -2.75E-06 2.66E-06 -1.031715 0.3114 

SOCOMSERV(-1) 1.10E-05 1.06E-05 1.033182 0.3107 

TRNSFEXP(-1) -3.55E-06 4.86E-06 -0.730723 0.4712 

PERCGDP(-1) 0.183434 0.042329 4.333566 0.0002 
     
     

R-squared 0.423294     Mean dependent var 0.215030 

Adjusted R-squared 0.316496     S.D. dependent var 0.952048 

S.E. of regression 0.787099     Akaike info criterion 2.522041 

Sum squared resid 16.72718     Schwarz criterion 2.794133 

Log likelihood -35.61367     F-statistic 3.963516 

Durbin-Watson stat 1.525619     Prob(F-statistic) 0.007976 
     
     

 
5. Conclusions and recommendations 
Based on the unit root tests and regression results, we can infer as follows: 
First, the Nigerian series on real growth in GDP and the ratio of government expenditure to GDP 
have unit root problems, and hence, non-stationary. 
Second, government expenditures on economic services and transfer payments have not yielded 
positive results as regards economic development in Nigeria.  Note however, that this 
observation appears to be statistically insignificant. 
Third, expenditures on administration, as well as social and community services appear to be 
yielding positive results in development of the Nigerian economy.  Finally, improvements in the 
values of R2 and F-statistic for the lagged regression results implies some long-run impacts of the 
regression variables on economic growth in Nigeria.  
 
Based on these conclusions, we recommend as follows: first, the non-stationary series observed 
for real growth rate and ratio of government expenditure to GDP suggests stabilization policies 
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on economic growth and government expenditures through political, social, and economic 
stability programmes.  Such programmes should be aimed at minimising variations in political, 
economic, and social conditions in the country.  Secondly, an in-depth scholarly study on the 
relationship between government expenditure on such economic services as agriculture, 
construction, transport and communications and economic progress in Nigeria is needed.  
Thirdly, the federal government needs to lay emphasis on expenditures on administrative 
services as well as on social and community services, as these fiscal policy components have 
potentials for development of the Nigerian economy. 
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Appendix 1: The relevant time-series data 

Real GDP 
R.GDP  
Gr Admin 

Econ 
Serv Soc & Co Trnsfer % of GDP = Total/GDP 

31546.8 0 1501.1 5981.1 2456.7 224.5 20.5 

205221.1 5.51 720.1 3629.4 1299 918.5 13.8 
199685.3 -0.03 385.4 2542.5 968.3 2521 13.1 

185598.1 -0.07 1098.2 2290.7 1026.5 470.3 9.2 
183563 -0.01 262.7 656.3 237.6 2943.5 6.9 

20103.3 0.1 459.6 892.7 1154 2958.4 8 
205971.4 0.03 264.8 1099.9 655.4 6506.7 12.3 

204806.5 -0.01 1816.2 2159.7 619.1 1777.5 6.1 
219875.6 0.07 1898.6 2128.7 1726 2586.8 6 

236729.6 0.08 2617.5 3926.3 1844.8 6645.5 6.9 
267550 0.13 2919.9 3485.6 2096 15547 9 

265379.1 -0.01 3345 3145 1491.7 20359.2 9.1 
271365.5 -0.02 5118.5 2336.7 2132.6 30175.5 7.5 

274833.3 0.01 8081.7 18344.7 3575.3 24500.1 8 
275450.6 0.002 8785.1 27102.8 4994.4 30036 7.9 

281407.4 0.02 13337.8 43149.2 9215.6 55435.7 6.3 
293745.4 0.04 14863.6 117829.1 8656.2 71577.4 7.9 

302022.5 0.03 49549 169613.1 6902 43587.6 9.6 
310890.1 0.03 35270.4 200861.9 23365.6 49517.7 11.4 

312183.5 0.004 42737.2 323580.8 17253.5 114456.1 15.6 
329178.7 0.05 53279.5 111508.6 27965.2 46697.2 5.2 

356994.3 0.09 49254.9 259757.8 53336 76347.8 9.3 
433203.5 0.21 73577.4 215333.4 32467.3 0 4.6 

477533 0.1 87958.9 97982.1 55736 11.3 2.4 
527576 0.1 137775.8 167721.8 30072.6 15729.8 3 

561931.4 0.07 171604.1 265034.7 71361.2 11500 3.5 
595821.6 0.06 185224.3 262207.3 78681 26272.9 3 

634251.1 0.07 220900 367900 131100 39423 3.6 
674889 0.06 287100 504400 152100 17300 4 

Source: Central Bank of Nigeria Statistical Bulletin, various Issues. 
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Appendix 2: The cointegration test output (e-view) 
 

Date: 07/25/14   Time: 06:40     

Sample (adjusted): 1982 2013     

Included observations: 32 after adjustments    

Trend assumption: Linear deterministic trend    

Series: ADMEXP ECONSERV GDPR PERCGDP RGDPR SOCOMSERV TRNSFEXP    

Lags interval (in first differences): 1 to 1    

       

Unrestricted Cointegration Rank Test (Trace)    
       
       

Hypothesized  Trace 0.05    

No. of CE(s) Eigenvalue Statistic Critical Value Prob.**   
       
       

None *  0.998638  350.5836  125.6154  0.0000   

At most 1 *  0.827571  139.4175  95.75366  0.0000   

At most 2 *  0.696538  83.16883  69.81889  0.0030   

At most 3  0.540433  45.00890  47.85613  0.0903   

At most 4  0.353983  20.12985  29.79707  0.4141   

At most 5  0.154665  6.148110  15.49471  0.6780   

At most 6  0.023818  0.771384  3.841466  0.3798   
       
       
 Trace test indicates 3 cointegrating eqn(s) at the 0.05 level   

 * denotes rejection of the hypothesis at the 0.05 level   

 **MacKinnon-Haug-Michelis (1999) p-values    

       

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)   
       
       

Hypothesized  Max-Eigen 0.05    

No. of CE(s) Eigenvalue Statistic Critical Value Prob.**   
       
       

None *  0.998638  211.1661  46.23142  0.0000   

At most 1 *  0.827571  56.24865  40.07757  0.0004   

At most 2 *  0.696538  38.15993  33.87687  0.0145   

At most 3  0.540433  24.87904  27.58434  0.1068   

At most 4  0.353983  13.98174  21.13162  0.3665   

At most 5  0.154665  5.376725  14.26460  0.6937   

At most 6  0.023818  0.771384  3.841466  0.3798   
       
       
 Max-eigenvalue test indicates 3 cointegrating eqn(s) at the 0.05 level   

 * denotes rejection of the hypothesis at the 0.05 level   

 **MacKinnon-Haug-Michelis (1999) p-values    

       
 
 
 
 
 
 Unrestricted Cointegrating Coefficients (normalized by b'*S11*b=I):    
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ADMEXP ECONSERV GDPR PERCGDP RGDPR SOCOMSERV TRNSFEXP 

 4.03E-08 -1.76E-06  1.13E-07  0.040770  1.509237  4.54E-06  1.69E-06 

 4.39E-06  2.26E-05 -1.95E-06 -0.360164  0.923202 -7.88E-05 -3.40E-05 

-2.09E-06  2.38E-06  2.09E-07 -0.354395  0.790503 -4.95E-05  1.81E-05 

-1.34E-05 -1.17E-05 -1.14E-06 -0.294887  1.018948  6.67E-05  4.71E-05 

 4.51E-06 -7.68E-06 -3.89E-07  0.379552 -1.255732  1.06E-05  2.09E-07 

 4.06E-06 -1.18E-05 -5.06E-07 -0.151678  0.025855  1.68E-05 -1.08E-05 

 1.35E-05  1.07E-05  1.48E-07 -0.045383  0.047891 -7.87E-05 -1.72E-05 
        
        

       

 Unrestricted Adjustment Coefficients (alpha):     
        
        

D(ADMEXP) -8908.577 -16211.95 -34940.09  18661.28 -22296.07  1444.657 

D(ECONSERV) -3238.316 -12587.54  4464.850  11275.36 -20604.86  7175.342 

D(GDPR) -85790.40  459701.6  27874.38  383152.2  165166.1 -107343.7 

D(PERCGDP) -0.667202  0.482138  0.437829  0.331751 -0.728836  0.757801 

D(RGDPR) -0.637412 -0.037966  0.010612  9.32E-05  0.012436 -0.000500 

D(SOCOMSERV) -2302.548  4276.959  3357.755  2908.270 -5590.951 -4086.042 

D(TRNSFEXP) -5765.425  2092.978 -29485.69 -2271.292 -10190.03  8963.760 
        
        

       

1 Cointegrating Equation(s):  Log likelihood -1979.799    
        
        
Normalized cointegrating coefficients (standard error in parentheses)   

ADMEXP ECONSERV GDPR PERCGDP RGDPR SOCOMSERV TRNSFEXP 

 1.000000 -43.81479  2.812419  1012626.  37485242  112.6974  42.05582 

  (5.19310)  (0.44973)  (132813.)  (458865.)  (18.5825)  (6.84688) 

       

Adjustment coefficients (standard error in parentheses)    

D(ADMEXP) -0.000359      

  (0.00056)      

D(ECONSERV) -0.000130      

  (0.00042)      

D(GDPR) -0.003454      

  (0.00697)      

D(PERCGDP) -2.69E-08      

  (2.1E-08)      

D(RGDPR) -2.57E-08      

  (4.7E-10)      

D(SOCOMSERV) -9.27E-05      

  (0.00013)      

D(TRNSFEXP) -0.000232      

  (0.00038)      
        
        

       

2 Cointegrating Equation(s):  Log likelihood -1951.675    
        
        
Normalized cointegrating coefficients (standard error in parentheses)   
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ADMEXP ECONSERV GDPR PERCGDP RGDPR SOCOMSERV TRNSFEXP 

 1.000000  0.000000 -0.101123  32951.46  4124165. -4.217025 -2.511398 

   (0.06120)  (16512.1)  (59475.9)  (1.39130)  (0.84038) 

 0.000000  1.000000 -0.066497 -22359.44 -761411.4 -2.668377 -1.017173 

   (0.00862)  (2325.51)  (8376.39)  (0.19595)  (0.11836) 

       

Adjustment coefficients (standard error in parentheses)    

D(ADMEXP) -0.071577 -0.350381     

  (0.05967)  (0.30765)     

D(ECONSERV) -0.055427 -0.278538     

  (0.04439)  (0.22887)     

D(GDPR)  2.016001  10.53228     

  (0.63272)  (3.26223)     

D(PERCGDP)  2.09E-06  1.21E-05     

  (2.2E-06)  (1.1E-05)     

D(RGDPR) -1.92E-07  2.67E-07     

  (3.8E-08)  (1.9E-07)     

D(SOCOMSERV)  0.018696  0.100644     

  (0.01420)  (0.07319)     

D(TRNSFEXP)  0.008962  0.057434     

  (0.04170)  (0.21502)     
        
        

       

3 Cointegrating Equation(s):  Log likelihood -1932.595    
        
        
Normalized cointegrating coefficients (standard error in parentheses)   

ADMEXP ECONSERV GDPR PERCGDP RGDPR SOCOMSERV TRNSFEXP 

 1.000000  0.000000  0.000000 -118010.6  11431230 -37.98920  7.385894 

    (61030.3)  (236042.)  (5.65351)  (3.33691) 

 0.000000  1.000000  0.000000 -121629.3  4043582. -24.87635  5.491107 

    (34360.4)  (132893.)  (3.18296)  (1.87870) 

 0.000000  0.000000  1.000000 -1492852.  72259035 -333.9706  97.87359 

    (525562.)  (2032676)  (48.6852)  (28.7358) 

       
 
 
Adjustment coefficients (standard error in parentheses)    

D(ADMEXP)  0.001601 -0.433488  0.023229    

  (0.05579)  (0.26108)  (0.02247)    

D(ECONSERV) -0.064778 -0.267918  0.025061    

  (0.04897)  (0.22915)  (0.01972)    

D(GDPR)  1.957621  10.59858 -0.898397    

  (0.70037)  (3.27749)  (0.28210)    

D(PERCGDP)  1.17E-06  1.31E-05 -9.22E-07    

  (2.4E-06)  (1.1E-05)  (9.6E-07)    

D(RGDPR) -2.15E-07  2.92E-07  3.92E-09    

  (4.0E-08)  (1.9E-07)  (1.6E-08)    

D(SOCOMSERV)  0.011663  0.108630 -0.007881    
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  (0.01535)  (0.07185)  (0.00618)    

D(TRNSFEXP)  0.070717 -0.012699 -0.010893    

  (0.03520)  (0.16473)  (0.01418)    
        
        

       

4 Cointegrating Equation(s):  Log likelihood -1920.155    
        
        
Normalized cointegrating coefficients (standard error in parentheses)   

ADMEXP ECONSERV GDPR PERCGDP RGDPR SOCOMSERV TRNSFEXP 

 1.000000  0.000000  0.000000  0.000000  4728828. -11.68911 -0.212017 

     (60610.3)  (1.25001)  (1.02778) 

 0.000000  1.000000  0.000000  0.000000 -2864348.  2.230229 -2.339792 

     (34271.3)  (0.70680)  (0.58114) 

 0.000000  0.000000  1.000000  0.000000 -12527424 -1.270246  1.758814 

     (185182.)  (3.81914)  (3.14016) 

 0.000000  0.000000  0.000000  1.000000 -56.79494  0.000223 -6.44E-05 

     (1.11086)  (2.3E-05)  (1.9E-05) 

       

Adjustment coefficients (standard error in parentheses)    

D(ADMEXP) -0.248998 -0.651408  0.001891  12355.37   

  (0.15401)  (0.27597)  (0.02447)  (6323.49)   

D(ECONSERV) -0.216193 -0.399589  0.012168 -505.7289   

  (0.13973)  (0.25039)  (0.02220)  (5737.25)   

D(GDPR) -3.187665  6.124245 -1.336512 -291931.0   

  (1.70962)  (3.06345)  (0.27163)  (70194.1)   

D(PERCGDP) -3.28E-06  9.23E-06 -1.30E-06 -0.453844   

  (6.9E-06)  (1.2E-05)  (1.1E-06)  (0.28534)   

D(RGDPR) -2.16E-07  2.91E-07  3.81E-09 -0.016102   

  (1.2E-07)  (2.1E-07)  (1.9E-08)  (0.00487)   

D(SOCOMSERV) -0.027391  0.074668 -0.011206 -3681.867   

  (0.04422)  (0.07923)  (0.00703)  (1815.52)   

D(TRNSFEXP)  0.101218  0.013825 -0.008296  10130.48   

  (0.10309)  (0.18472)  (0.01638)  (4232.62)   
        
        

       

5 Cointegrating Equation(s):  Log likelihood -1913.165    
        
        
Normalized cointegrating coefficients (standard error in parentheses)   

ADMEXP ECONSERV GDPR PERCGDP RGDPR SOCOMSERV TRNSFEXP 

 1.000000  0.000000  0.000000  0.000000  0.000000 -12.47941  1.197808 

      (1.91044)  (1.56961) 

 0.000000  1.000000  0.000000  0.000000  0.000000  2.708928 -3.193752 

      (1.12722)  (0.92612) 

 0.000000  0.000000  1.000000  0.000000  0.000000  0.823378 -1.976038 

      (4.67272)  (3.83908) 

 0.000000  0.000000  0.000000  1.000000  0.000000  0.000232 -8.13E-05 

      (3.0E-05)  (2.5E-05) 



. 2014September ;, No.14Kuwait Chapter of Arabian Journal of Business and Management Review    Vol.  

18 
 

 0.000000  0.000000  0.000000  0.000000  1.000000  1.67E-07 -2.98E-07 

      (4.0E-07)  (3.3E-07) 

       

Adjustment coefficients (standard error in parentheses)    

D(ADMEXP) -0.349504 -0.480160  0.010566  3892.841 -9019.510  

  (0.14572)  (0.25997)  (0.02240)  (6796.17)  (24554.4)  

D(ECONSERV) -0.309076 -0.241329  0.020185 -8326.351  24384.45  

  (0.13164)  (0.23486)  (0.02024)  (6139.64)  (22182.4)  

D(GDPR) -2.443129  4.855659 -1.400776 -229241.9  499961.9  

  (1.71692)  (3.06315)  (0.26394)  (80076.4)  (289315.)  

D(PERCGDP) -6.57E-06  1.48E-05 -1.02E-06 -0.730476  1.037509  

  (6.9E-06)  (1.2E-05)  (1.1E-06)  (0.32288)  (1.16656)  

D(RGDPR) -1.60E-07  1.96E-07 -1.02E-09 -0.011382 -1.004188  

  (1.2E-07)  (2.1E-07)  (1.8E-08)  (0.00551)  (0.01989)  

D(SOCOMSERV) -0.052594  0.117611 -0.009031 -5803.925  13111.83  

  (0.04295)  (0.07663)  (0.00660)  (2003.38)  (7238.17)  

D(TRNSFEXP)  0.055283  0.092091 -0.004331  6262.828 -19596.05  

  (0.10331)  (0.18431)  (0.01588)  (4818.28)  (17408.4)  
        
        

       

 
 
 
6 Cointegrating Equation(s):  

 
 
 
 

Log likelihood -1910.476    
        
        
Normalized cointegrating coefficients (standard error in parentheses)   

ADMEXP ECONSERV GDPR PERCGDP RGDPR SOCOMSERV TRNSFEXP 

 1.000000  0.000000  0.000000  0.000000  0.000000  0.000000 -4.967304 

       (1.11036) 

 0.000000  1.000000  0.000000  0.000000  0.000000  0.000000 -1.855480 

       (0.44501) 

 0.000000  0.000000  1.000000  0.000000  0.000000  0.000000 -1.569271 

       (2.99945) 

 0.000000  0.000000  0.000000  1.000000  0.000000  0.000000  3.35E-05 

       (2.3E-05) 

 0.000000  0.000000  0.000000  0.000000  1.000000  0.000000 -2.16E-07 

       (2.5E-07) 

 0.000000  0.000000  0.000000  0.000000  0.000000  1.000000 -0.494023 

       (0.15517) 

       

Adjustment coefficients (standard error in parentheses)    

D(ADMEXP) -0.343643 -0.497253  0.009836  3673.718 -8982.158  3.996853 

  (0.15090)  (0.28418)  (0.02292)  (6951.19)  (24544.0)  (1.13031) 

D(ECONSERV) -0.279964 -0.326227  0.016557 -9414.696  24569.97  1.409846 

  (0.13439)  (0.25310)  (0.02042)  (6191.00)  (21859.8)  (1.00670) 

D(GDPR) -2.878651  6.125736 -1.346505 -212960.2  497186.5 -12.49491 

  (1.74456)  (3.28550)  (0.26503)  (80364.9)  (283760.)  (13.0679) 

D(PERCGDP) -3.49E-06  5.86E-06 -1.40E-06 -0.845418  1.057102 -3.56E-05 
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  (6.7E-06)  (1.3E-05)  (1.0E-06)  (0.31050)  (1.09633)  (5.0E-05) 

D(RGDPR) -1.62E-07  2.02E-07 -7.72E-10 -0.011306 -1.004201 -2.96E-07 

  (1.2E-07)  (2.3E-07)  (1.9E-08)  (0.00563)  (0.01989)  (9.2E-07) 

D(SOCOMSERV) -0.069172  0.165956 -0.006965 -5184.161  13006.19 -0.447470 

  (0.04249)  (0.08003)  (0.00646)  (1957.50)  (6911.73)  (0.31830) 

D(TRNSFEXP)  0.091652 -0.013967 -0.008863  4903.218 -19364.29  1.158418 

  (0.10303)  (0.19403)  (0.01565)  (4746.07)  (16757.9)  (0.77175) 
        
        

 

Source: Author’s regression output, using the statistical package, (e-view) 
 

 


