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Technology: The collection of techniques, skills, methods and processes used in e

production of goods or services or in the accomplishment of objectives su  as scientific

investigation.
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2.6 Conclusion

This chapter exj tined the overview of the economy in South Africa by lo ing at e
contribution of government spending and its impacts « economic grow . he . apter
explained the reason for changes in economic growth and ¢ measure used by g :rnment to
improve e decline in economic growth in South Africa. From the trend an: /sis 7 1ment
expenditure and economic growth during the period of study indicates that an increase in
government spending mostly affect the tax payers because it always increase taxes thisr <es
expenditure to be more procyclical in nature. Also this section analysed the consequences of

government overspending in South Africa.
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transform variables into logarithms in order to render them more meaningful. Ano :r reason
is to provide a simple interpretation in terms of multiplicative for the regressic ¢ ent
(for instance, percent). Gelman and Hill (2007) argue at prevents a few observa >ns from
being extremely influential. Lastly, it is also helpful because coefficients « the 1 ur I

scale are directly interpretable as approximates of proportional differences.

The model to be estimated will be written as follows:
RGDP = f (investment, money su y, government expenditure)

Which is irther converted to a linear expression as follows:

RGDP,-ff, — fyInv, — faMS, — f,Gexp, — u, (3.1
where:

RGDP = gross domestic product

MS = money supply

Gexp = government expenditure

Invt = investment

u, = white noise error term.

4.3 Definition of Variables and Expected Sign

The two major variables used in this research are: economic RGDP and real *rmment
expenditure. Economic growth can be defined as a positive change in the ou or
production of a country or an economy. However, economic growth can be calcula 1 as a
percentage increase in the GDP of a given economy. However, the unit of measurement __r
this GDP is current prices. An increase in company profi  will translate into an increase in
tax collection for the government and this in the long run, will reduce the level of

unemployment ar  increase prospects for a better economy (WiseGEEK, 2015).
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addition, ¢ FEC method was discussed alongside IRF  order to underste  there  nse

to shock amongst variables.
















































data which may have improved the results and some o er restrictions.

researchers may use other methods to improve results of GDP in future.

ever, ¢

cr
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Appendices

Appendix A: Data

YEAR
1980
1981
1982
1983
1984
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007

2009
2010
2011
2012
2013

GDP
2271
2575
2857
3193
3658
8430
9451
10377
11623
12870
1 320

5782
17122
18162
19493
21657
23481
26778
28632
31370
34281
37899
42863
RS
49682
53823

3584
62475
66¢ !

GVT.EXP
16.4
17,4
18.4
15,5
22.3
8.3
18,7
16.4
18.6
8.1
13,3
16.2
9.3
7
5.2
6,2
11.8
12.8
12.8
11.4
12,8
14.1
13,8
17
14.1
10
10,3
11,8
8,1

MS
21707
26889
31356
38465
478.
134244
155363
172214
178963
215823
245722
295313
350700
393806
446935
47 348
544056
6326%
73% 53
8187
963515
1156842
1396325
1562428
1589340
1678¢
17989.
18690:
20496

INVEST

5
43
50
447
215
2143
1125
125
131
151
145
176
211
303
323
344
389
279
279
279
279
279
279
279
279
279
689
1379
1402
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2014

70819

8,2

1635184

1402

71









D(LOG GVT

_EXP) -12.87 28
(3.42156)
D(LOG_INV
ST) -0.202689
(0.74278)
D(LOG M -0 1174
(0.08694)
2 Cointegratingl.og
Equation(s): likelihood 18.98113

Normalized cointegrating coefficients (standard error in parentheses)
LOG GVT E
LOG GDP XP [LOG_INVST LOG _MS
1.000000 0.000000 -0.339442 -0.636587
(0.07697) (0.0525°
0.000000 1.000000 7.077242 -1.878406
(1.80055) (1.2284¢

Adjustment coefticients (standard error in parentheses)

D(LOG_GDP

) 0.033441  0.002437
(0.03417)  (0.00135)

D(LOG_GVT

_EXP) 17.29142  -0.733707
(4.59276)  (0.18137)

D(LOG_INV

ST) 1.837119  0.003788

(0.84734)  (0.03346)
(LOG_MS) 0.155073  0.001074
(0.11237)  (0.00444)




3 Cointegratin;

Equation(s):

Normalized cointegrating coetticients (standard error in parentheses)

LOG GVT E

LOG GDP XP
1.000000  0.000000

0.000000 1.000000

0.00000 0.000000

Adjustment coefticients (standard error in parentheses)

D(LOG_GDP

) -0.067954
(0.05311)

D(LOG_GVT

_EXP) -26.11842
(7.59789)

D(LOG_INV

ST) 1.049327
(1.44658)

D(LOG_MS) -0.021766
(0.18848)

og
likelithood

22.76748

LOG INVST LOG_MS

0.000000

0.000000

1.000000

0.001289
(0.00131)

-0.833682
(0.18771)

-0.00¢ 35
(0.03574)
-0.000928
(0.00466)

-0.610247
- 04511)
-2.427591
(1.21115)
0.077599
(0.19252)

0.005371
(0.00628)

0.630901
(0.89847)

-0.600884
(0.17106)
-0.045954
(0.02229)
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Appendix C: Vector Error Correction Model

Vector Error Correction stimates

Date: 09/22/15 Time: 19:28

Sample (adjusted): 1983 2014

Included ¢ servations: 28 after adjustments

Standard crrors in ( ) & t-statistics in [ ]

Cointegrating

Eq: Cointkql

LOG _GDP(-

1) 1.000000

LOG GVT

XP(-1) -0.023563
(0.00914)
|-2.57715]

LOG INVST(
! 0.024575
(0.04707)
| 0.52207]

LOG_MS(-1) -0.627994

(0.02655)
[-23.6502]
C -1.552407
Error D(LOG_GD 1 " D(LOG_INV
Correction:  P) T EXP) ST) D(LOG_MS)
Cointlql -0.118078  8.275170
(0.03074)  (6.21902)  (0.757- (0.13491)
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(3.0 56]

D(LOG GDP(

-1) -0.083716
(0.22628)
[-0.36997]

D(LOG G

-2)) -0.125434
(0.24645)
1-0.50897|

D(LOG GVT

CEXP(-1))  -0.000237
(0.00111)
[-0.21360]

D(LOG GVT

_EXP(-2))  -0.000724
(0.00110)
1-0.65743]

D(LOG INVS

T(-1)) -0.003726
(0.00606)
[-0.61513]

D(LOG_INVS

T(-2)) -0.005695
(0.00517)
[-1.10120]

D(LOG 1 3(- 0.108680

[ 1.3306:

86.08496
(45.7835)
[ 1.8802¢

-1.466963
(49.8634)
[-0.02942]

-0.549626
(0.22440)
[-2.44927]

-0.150630
(0.22294)
[-0.67565]

-0.690081
(1.22562)
[-0.56304]

1.861858
(1.04633)
[ 1.77942]

4.108402

[-0.76

2.745
(5.57¢
[ 0.49:

1.099
(6.07:
[0.18

-0.028
(0.02'
[-1.05

-0.044
(0.027
[-1.62¢

-0.237.
(0.145
[-1.59]

0.399:
(0.127
[3.134

-3.178!

[-1.1433(

0.540686
(0.99316)
0.54441]

-0.043934
(1.08166)
[-0.04062]

0.000817
(0.00487)
[0.16781]

-0.006645
(0.00484)
[-1.37410]

0.009700
(0.02659)
[ 0.36483]

-0.022111
(0.02270)
[-0.97418]

0.303979
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D)

(0.08314)  (16.8209
| 1.30726] [ 0.24424
D(LOG_MS(-
2) -0.217469  9.72962¢
(0.08250)  (16.6927
[-2.63592] [ 0.58287
C 0.132798  -10.5530:
(0.03626)  (7.33751
[ 3.66190] '1.43823
R-squared 0.683929 0;4680?2
Adj. R-
squared 0.525893 0.202080
Sum sq.
resids 0.006973 285.4660
S equation 0.019682 3.982364
F-statistic 327691 1.759777
Log
likelihood 76.44016  -72.23714
Akaike AIC -4.745726  5.874081
Schwarz SC  -4.269938  6.349869
Mean
dependent 0.097188  -0.46428¢
S.D.
dependent 0.028585 4.458219
I)eternnhlanz_n resid
covariance (dof adj.) 4.2 -06
Determinant resid
covariance 7.29E-07
Log likel ood 38.92836

0.36489)
0.83308]

).052161
0.36211)
0.1440

.042707
0.15917)
0.26832]

442632

163948

134329
.086387
588294

5.02503
787502
311715

119573

094478
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Akaike information
criterion 0.362260

Schwarz criterion 2.4557-










F-statistic 0.815158 hurbin-Watson stat  1.647917
Prob(F-statistic) 0.607682






LOG_GVT EXP
LOG INVST
LOG MS

C

FITTED2

-0.003054 0.003274  -0.9328( 3586
0.008371 0.013534 0.618500 0.5411
0.669657 0.200768 3.335473 )23
0.782893 1.189741 0.658037 € (57
0.004316 0.014264 0.302562 0.7644

R-squared
Adjusted R-s 1ared
S.E. of regression
Sum squared resid
Log likel ood
F-statistic

Prob(F-statistic)

0.995705
0.995112
0.073658
0.157339
43.14326
1680.691
0.000000

Mean dependent 10
S.D. dependent var  1.053587
Akaike info criterion -2.243721
Schwarz criterion  -2.019256
Hannan-Quinn criter.-2 57172
Durbin-Watson stat 0., 6401

84








