
United International University
                                               Guided Research

Course Code: ECO 4395

Research Paper on

The impact of Government Expenditure on Economic Growth: A Cross Sectional Analysis

                                     Name: Nababin
                                       ID: 121172001

                                                 Supervised by:
                                        Dr. Wahida Yasmeen
                                      Head and Associate Professor
                                                         Department of Economics

                                     
             			Submission date:  29/07/2021                                                      
                                                         

Abstract

[bookmark: _Hlk76582294][bookmark: _Hlk76582573] Does government expenditure have a positive or negative effect on economic growth? Historical studies eventually discover mixed empirical evidence on the correlation between government expenditure and economic growth. It can be measured in many ways with different types of variables. The principal motive of this specific study is to re-examine the causal relationship between government expenditure and economic growth by applying the cross-sectional regression and by including 17 Asian countries and 17 Western countries over the year of 2016. This research used secondary data, and it assisted to measure the effectiveness of government expenditures on growth for Asian countries and Western countries. Required data collected from The World Bank for the year 2016. Gross Domestic Product (GDP) captures the economic growth of a country. This paper helps us to understand that government expenditures are an important determinant of growth. The study investigates the relationship       between most of the components of expenditure and economic growth. These variables are statistically insignificant for Western countries. Results advocate that the spending of the government in western countries does not have much effect on the economic growth. The results also indicate that government spending is obliging to economic growth of the developing countries and statistically significant. It is concluded that government expenditure has a better impact on economic growth in Asian countries than that of Western countries.











Key words: Government expenditure, Economic Growth, GDP, Cross Section
  Introduction
Government expenditure and Economic growth both are very familiar & most talked about words around the world. It is a systematic way for the government to spend the money in the public sector for the investment of goods and services such as Education, Health care, Military etc. There are two sources to finance government expenditure, which are almost similar around the world. Tax collection is one of them.  Direct or indirect ways are used to collect tax. The second source is Government borrowing from a nation’s own citizens or foreign countries. Government expenditure segment will create a rise in the production capacity of any domestic spending which is computed by GDP. It helps to raise the overall outlook for any nation.
Sometimes the relationship between these two can create issues for the researcher or scholars. Neither economic theory nor empirical verification gives definite answers to the questions of how the constitution of government expenditure affects economic growth. Which constituent of government expenditure should be cut? The answer must be to rely on the benefaction of these constituents to grow. While studying the activities of this process on different variables on a real basis, it helps to understand how they influence the situation. However, it does not mean that only an increase in government expenditure can boost a country’s per capita income, living standard, happiness, wellbeing etc. In addition, there are some other measurable things.
In this paper, 17 Asian countries were chosen: Bangladesh, Bhutan, China, India, Indonesia, Iran, Iraq, Israel, Kazakhstan, Korea, Malaysia, Singapore, Thailand, Turkey, Saudi Arabia, Oman, Mongolia. And 17 Western countries that were chosen by me are:  Australia, German, Italy, Norway, Netherlands, Spain, Austria, Belgium, Cameroon, France, Iceland, New Zealand, Poland, Sweden, Switzerland, UK, USA. By performing cross sectional analysis, the study investigated the direct relationship between the impact of spending and the actual image of economic growth for specific variables and the way to connect them properly. The purpose of this present paper is to throw light on the correlation between the constitution of government expenditure and growth with the relative and gradual information content. This study also tries to figure out why the expenditure has a positive or negative relationship with growth.
These two Components are very essential for any country. It took my interest because almost every     administration from the beginning of Economic activities of any country is trying to deal with it in order to perform proper management, distribution of government budget and resources. It requires a positive outlook. 
Objective of the Study:
The objective of this research paper is very imperative to determine the situation. They are:
· To observe different country’s overall economic conditions.
· An idea about the government expenditure and its efficient acting patterns.
· Cross sectional data analysis of the study
· Making some decisions based on the research results.
The research paper is assembled as follows. The investigation starts with the literature review, which presents some empirical analysis of the past evidence, objective of the study helps to understand the paper, the data source section contains the information of variables, and the next section provides the results and the last section presents the conclusion that shows a few attempts at economic growth.
 Literature review:
The classification of the impact of government expenditure on economic growth is the formatting issue in this thesis. There are many studies for examining the empirical connectives between government expenditure and growth by using various testing strategies. The concept that more government expenditures can stimulate growth is controversial. The researchers always tried to watch whether only government expenditure application is correlated with higher economic growth or not. Starting with Baum, D.N. and Lin S. (1993) used 47 countries with the variables of (education, welfare, Defense) and they found that they have a statistically significant relation on Education and defense and has a statistically insignificant relation on welfare. Hanson, P. et al in (1993) suggested a new method for testing the effect of different kinds of government expenditure on productivity growth in the private sector. They focus on productivity in the private sector and utilize disaggregated data to make it possible to avoid or diminish many methodological problems. They included on their model some explanatory variables: Private investment, Private productivity, per capita, GDP. It could not find any statistically significant relationship between the levels of different governments spending categories and marginal productivity of Capital & Labor. Devarajan S. et al. (1996) observed 43 developing countries for 20 years and by using the OLS regression for productive and unproductive sector of government spending to estimate the growth. According to their outcome, developing countries face some misallocating situations on their spending in favor of capital expenditure. Stefan F. & Magnus H. (2000), they tested the sample of rich countries (covering the data over the period of 1970 to 1995). By applying the robustness test, cross – country regression, Panel regression with the variables of Taxation, Extreme bounds analysis, public sector, Fiscal policy. The results point to robust negative correspondence between government expenditure & growth in rich countries and both government expenditure & taxation are found to be negatively correlated with economic growth. Gupta S. et al (2002) using a large cross-sectional data for 50 such countries to show that increased public expenditure on education & health is associated with improvements. Their variables were public expenditure, primary & secondary education, primary health care, Intersectional spending composition. Empirical evidence has been presented to support the fact that the performance of public spending on Education & health care have a positive influence on Economic growth. Avila, D. R. et al (2003) they provided the time series patterns & investigated tax rates, GDP, Fiscal variables over the last 40 years. They estimated a distributed lag model which (1) designates that government consumption & shifts negatively affect growth rates of GDP per capita over the business cycle, while public investment has a positive impact & (2) gives strong evidence that misrepresentation of taxation can affect the growth in the medium-term & it also has an impact on the aggregation of private physical capital. As pointed out by Abu Bader et al (2003), typical regressions for explaining government expenditure or growth of a country generally depend on the interconnections between government spending and economic growth rather than providing perception into the direction of causality. Bose N. and Haque M.E. (2007) chose 30 developing countries for the Panel data set during the time from 1970 to 1980. Their variables were both current public and capital expenditure on disaggregate and aggregate level. In the end, their finding implied that 1st share of government expenditure in GDP is positively correlated but current expenditure is not statistically significant. Jiranyakul et al (2007) showed the relation between government expenditures and growth in Thailand. They examined by using the Granger causality test. There was no effectuality noticed but a unidirectional potentiality was observed from government expenditures to economic growth.  Iren A. and Kuehne J. (2008) used a seminal paper of Robert Barro’s contribution and Euler equation, and Pareto efficiency with fiscal policy in public goods. The result showed that more focus requires endogenous growth for robustness of policy. Cooray (2009) used the Cobb-Douglass and Robustness test to incorporate two dimensions of government for 71 countries: government size, GDP, economic growth. It found that both size and quality of         government are very important to raise the growth. Saad W. and Kalakech K. (2009) used a multivariate cointegration analysis to scrutinize the consequence of each sector on economic growth in Lebanon over a period from 1962 to 2007. Four sectors had been taken into consideration: defense, education, health, and agriculture. Their findings revealed that government spending on education has a positive consequence on growth in the long-run and negative collision in the short-run. While spending on defense & health have a negative consequence on growth in the long-run & insignificant collision in the short-run. Agriculture sector is found to be insignificant in both occurrences. Olopade B.C. and Olopade D. O (2010) worked in statistical methods in the Economic model with fiscal and monetary policy. They indicated in their result that there was no significant relationship between those two.
 Since the 1990s, it has set off a habitual practice to test Wagner’s law by using time series techniques such as unit root and cointegration tests. Wu S.Y. et al. (2010) wanted to find support for Wagner’s law by applying the unit root method of panel data set to 182 countries during the time from 1950 to 2004 and investigated the incremental information content of these accounting variables as income, population, government size. The existing empirical studies normally suggest that   lower income countries are owing their inefficient government spending. Na Hou & Bo Chen (2012) in their paper, they applied the Augmented Solow Growth Model to examine the influence of military expenditure on economic growth for 35 developing countries over the period of 1975 to 2009 by using the system GMM estimators. Their variables were Military spending, Income per capita, growth rate of effective labor plus depreciation, human capital, Investment. At the end, their empirical result implied that Defense has a negative but statistically significant effect on economic growth in the sample countries. Lahirushan K.P.K.S. et al (2015) used 9 Asian countries with 44 observations in each country, totaling to 396 observations from 1970 to 2013.They scrutinized by using the random effects panel OLS model. Their findings displayed a significant positive collision of government expenditure on GDP in the long run. Oladele M.F. and Gisele (2016) used a cointegration model and vector error correction model (VECM) from 1980 to 2014 in South Africa with the variables of GDP, exchange rate and private consumption that were multiplying in GDP. Here VECM outcome found positive and statistically significant correlation but negative and statistically insignificant between growth and private consumption. Dr. Romana Zaheer and Sidra Gilani (2017) indicated that a specific spending in the Military could have an impact on growth. They found a positive approach for Bangladesh & Sri Lanka and a negative approach for India & Pakistan. Md Ikram Hossain (2018) in his research for Bangladesh, he used time series analysis and cross series for covering the period of 1988 to 2013 with the variables of GDP, Defense, Education, health etc. The result pointed out that there is an effective relationship between them. Dudzeviciute G. et al (2018) analyzed European Union countries over the period from 1995 to 2015. They examined by using several different stages. The result indicated that 8 European Union countries have a significant correspondence between government spending and economic growth. Stoyanova R. et al. (2019) they used a linear regression model for 57 countries with a balanced and unbalanced data set. This research paper worked on variables such as remittance, development aid, migration etc. It suggested that there is a statistically significant outcome for developing aid and growth, but remittance flows had an insignificant negative relationship with growth.
Theoretical Framework:
Government expenditure and economic growth is well decorated according to the economist around the world. Spending of Government is a very important term of economic activities.
Government has many sectors to spend. Among them, I took some for my research paper. GDP represents the economic growth, which is dependent variable and government spending on Education, health care, military, and final consumption as independent variables.
The classical model of GDP:  GDP =C+G+I+NX
Many Economists provided many theories & models to describe the relationship. They found gaps in the explanation of some phenomenon. In this paper, the link between these two variables was investigated. 
Data source:
For cross sectional data analysis in this research paper, 17 Asian countries and 17 western countries were chosen to observe the impact of the relationship between government expenditure and economic growth. The data set of those countries were collected            from The World data for 2016. The value of the economic growth is measured by GDP.
Model:
For the research, it needs one model and two regression processes. Asian countries and western countries are separately going through the regression.

Economic Growth (GDP) = β0 + β1 EDU + β2 Health Care + β3 Military + β4 Final consumption + u
Variable:    
 Economic Growth is the dependent variable and remaining variables are the independent variables. 
Economic Growth: - A country is well recognized with the level of growth. This growth shows                 that the value of all goods and services for that specific country. Every nation tries to raise the health of economic growth & measure the condition with government expenditures.  (Data.worldbank.org)
Education Expenditure: - It indicates how much a government spends on Education (Schools, Colleges, Universities & Many other public or private institutions). Spending in Education can create a countable change in any Economic country. (Data.worldbank.org)
Health Care Expenditure: - The health sector is the most sensitive to any kind of government spending. It measures a country’s national budget for the health segment (Hospital, Private & public          clinic etc.). Spending on health care can provide a better & strong condition for health opportunities that can contribute to a country’s Economic performance which is very important. (Data.worldbank.org)
Military Expenditure: - To provide the security every government is trying to make a portion of their annual budget for the defense. This trends to a common maker of economic development. Without military spending, the security of a country will be entirely and terribly hampered that is ominous for a country. Globally this sector is very familiar & the expenditures are enormous. (Data.worldbank.org)
Final Consumption Expenditure: - It is the overall national accounts data that includes all goods & services                for the direct pleasure of needs. It includes all the measurement variables at their annual structure.	(Data.worldbank.org)

Data Analysis: -
After the Cross-Sectional Regression for Asian countries & western countries; here are two (2) different result situations. (By using the data of 2016 from The World Dank.):
Table 01: Evaluation of Asian Countries for 2016, GDP is the dependent variable

	Variable
	Coefficient
     (Standard Error)

	Intercept
	   8.07983
  (2.464)

	Education
	  -0.72927
  (0.7272)

	Health Care
	   1.014518
  (0.441)

	Military
	   1.59983
  (0.49300)

	Final Consumption
	  -0.598356
  (0.35060)

	R-squared
	   0.7026



Level of significance is 5%. 
Table 02: Evaluation of Western Countries for 2016, GDP is the dependent variable

	Variable
	Coefficient
                (Standard Error)

	Intercept
	  7.328361

	Education
	  0.15311
 (0.2378)

	Health Care
	  -0.406583
  (0.15311)

	Military
	  -0.354822
  (0.55134)

	Final Consumption
	  -0.0733701
  (0.06924)

	R-squared
	   0.6188



Level of significance is 5%.
Analysis of the Result:
For Asian country:
[bookmark: _Hlk75881009][bookmark: _Hlk75856528]                                Ho: βj=0
                                H1: βj>0
[bookmark: _Hlk75879981]Education: All other things remaining constant; On average if Education is increasing by 1%, GDP is predicted to decrease by 0.7293%. 
[bookmark: _Hlk75891703][bookmark: _Hlk75880030][bookmark: _Hlk78300569][bookmark: _Hlk78209133][bookmark: _Hlk78209209][bookmark: _Hlk78300643][bookmark: _Hlk75891278][bookmark: _Hlk78301379][bookmark: _Hlk78209868]The calculated t statistic is t= 1.003 and at 5% level of significance the t critical value is 1.895 (We can fabricate a 95% confidence interval for the population parameter once we note that the estimated model has 7 degrees of freedom) and the t statistic is < the t critical value. We do not reject the null hypothesis at the 5% level of significant. Education is not statistically significant at the 5% significance level.
[bookmark: _Hlk75881164][bookmark: _Hlk75879844][bookmark: _Hlk75881094] Health care: All other things remaining constant; On average if health care is increasing by 1%, GDP is predicted to increase by 1.0145%.
[bookmark: _Hlk75891395][bookmark: _Hlk75881276][bookmark: _Hlk78274437] We calculated the t statistic of Health care which is t= 2.30 and at 5% level of significance the critical value is 1.895. Here the t statistic is > the t critical. We can reject the null hypothesis at a 5% level of significance. We conclude that Health care is statistically significant at the 5% significance level.
Military: All other things remaining constant; On average if military expenditure is increasing by 1%, GDP is predicted to increase by 1.599%.
[bookmark: _Hlk75891940][bookmark: _Hlk75891558][bookmark: _Hlk78210162]We calculated the t statistic of the military which is t= 3.243 & at 5% level of significance the critical value is 1.895. Here the t statistic is > the t critical value. We can reject the null hypothesis at a 5% level of significance. Military is statistically significant at the 5% significance level. 
[bookmark: _Hlk75881435]Final Consumption: All other things remaining constant; On average if final consumption expenditure is increasing by 1%, GDP is predicted to decrease by 0.5983%.
[bookmark: _Hlk75881375][bookmark: _Hlk75881573]Finally, the calculated t statistic of Final Consumption is t= 1.71 and at 5% level of significance the critical value is 1.895. We do not reject the null hypothesis at the 5% level of significant. The variable Final consumption is not statistically significant at the 5% level because its (t statistic < t critical.)
Robust standard error:
[bookmark: _Hlk75885355][bookmark: _Hlk78218013][bookmark: _Hlk78298451]In Heteroskedasticity usually t & F tests are not valid. When there is a problem of Heteroskedasticity in a data set (that means), our variance will be varied for explanatory variables & standard error will also be affected. Robust standard error is a process to acquire neutral standard errors of OLS coefficients under heteroscedasticity. The most ordinary way to accurate heteroskedasticity is to compute Robust standard error. The existence of heteroskedasticity contravenes the Gauss Markov assumptions that are obligatory to render OLS the best linear unbiased estimator. For this regression model, it is very important to identify if heteroskedasticity is present or not. 
[bookmark: _Hlk78275581]Many tests for heteroskedasticity have been advocated over the years.  Breusch-Pagan test for Heteroskedasticity is one of them.
The Breusch-Pagan test for Heteroskedasticity:
             Ho: Constant variance
             Variables: fitted values of growth rate GDP
[bookmark: _Hlk75881617][bookmark: _Hlk78276300]When p value is less than 0.05, we can reject the Null hypothesis. The p value of this model is 0.67209 (0.6720 is greater than 0.05). So, we can not reject the null hypothesis that means this model has homoskedasticity. The error (u) has the same variance given any value of the independent variable. Heteroskedasticity is not present here. So, we do not  need to include robust standard error for this regression model.
F test:
[bookmark: _Hlk78276336][bookmark: _Hlk78276510]F test is used when we want to test more than one coefficient of variables together. The result is a positive number (because variances are always positive). Now we can see, Education and Final consumption have no effect on GDP (because they were not significant when tested individually). F test is used to decide whether, as a group, they are jointly significant or not.
[bookmark: _Hlk75886052][bookmark: _Hlk78270335]                                 Ho: β1= β4=0
                                  H1: Ho is not true.
The calculated F statistic is 8.3122 & F critical value is 4.7374. In this model, F statistic > F critical. We can reject the null hypothesis at the 5% level of significant. So, education & Final consumption are jointly significant at 5% significance level.
[bookmark: _Hlk78277084]The R-squared represents the goodness of fit. In this research paper, Asian countries R-squared of Asian countries is 0.7026 that means 70.26%. Variation of Economic Growth (as dependent variable) is explained by the variation of Education, Health Care & Other independent variables.
For Western country:
                                                 
                                                  Ho: βj=0
                                                    H1: βj>0
[bookmark: _Hlk78302322]Education: All other things remaining constant; On average if Education is increasing by 1%, GDP is predicted to increase by 0.1531%.
[bookmark: _Hlk78274733]At 5% level of significance, t critical value is 1. 833 & the t statistic is 0.644 (We can fabricate a 95% confidence interval for the population parameter once we note that the estimated model has 
9 degrees of freedom) and t statistic is < t critical. We do not reject the null hypothesis at the 5% level of significant. Education is not statistically significant at the 5% level.
Health care: All other things remaining constant; On average if healthcare is increasing by 1%, GDP is predicted to decrease by 0.4066%.
We calculated the t statistic of Health care which is 2.656 & at 5% level of significance, t critical value is 1. 833. We can see that the t statistic is > the t critical value. We can reject the null hypothesis at the 5% level of significant.  Health care is statistically significant at the 5% level. 
Military: All other things remaining constant; On average if military expenditure is increasing by 1%, GDP is predicted to decrease by 0.3548%.
We calculated the t statistic of the military which is 0.646 & at 5% level of significance, t critical value is 1. 833. Here, the t statistic is < the t critical value. We do not reject the null hypothesis at the 5% level of significant. Military is not statistically significant at the 5% level.
Final Consumption: All other things remaining constant; On average if Final consumption expenditure is increasing by 1%, GDP is predicted to decrease by 0.0733%.
[bookmark: _Hlk75881765]The calculated t statistic of Final Consumption is 1.06 & the t critical value is 1. 833.We can see that the t statistic is < the t critical value. We do not reject the null hypothesis at the 5% level of significant. It is a statistically insignificant effect of Final consumption on GDP.
Robust standard error:
Robust standard error is the remedy when heteroskedasticity occurs. For this regression model, it is very important to identify if heteroskedasticity is present or not.
Many tests for heteroskedasticity have been advocated over the years. Breusch-Pagan test for Heteroskedasticity is one of them.
The Breusch-Pagan test for Heteroskedasticity:
                        Ho: Constant variance
                       Variables: fitted values of growth rate GDP
 When p value is less than 0.05, we can reject the Null hypothesis. The p value of this model is 0.735. (0.735 is greater than 0.05). We do not reject the null hypothesis that means this model has homoskedasticity. Heteroskedasticity is not present here. So, we do not need to include robust standard error for this regression model.
F test: 
[bookmark: _Hlk78305098]F test is used when we want to test more than one coefficient of variables together. Military & Final Consumption expenditure have no effect on GDP. F test is used to decide whether, as a group, they are jointly significant or not. 
[bookmark: _Hlk78305129]                                Ho: β3= β4=0
                                H1: Ho is not true.
The calculated F statistic is 5.8702 & the F critical value is 4. 2564.In this model, F statistic > F critical. We can reject the null hypothesis at the 5% level of significant. Military and Final consumption are jointly significant at the appropriate significance level.
And for western Countries, R-squared is 0.6188, that means 61.88% variation of economic growth (as dependent variable) is explained by the variation of the same independent variable.
Now,
                        Table 03: Evaluation of the variables for the year 2016
	                           Variable 
	                     Coefficient
              (The usual standard error)
  (The heteroskedasticity robust standard error)

	                Intercept
	  7.3265
 (1.384)
 (1.1943) 

	               Education
	 -0.8497
 (0.4115)
 (0.4365)

	               Health Care
	  0.2369
 (0.2123)
 (0.3599)

	                 Military
	 1.1226
(0.3011)
(0.4641)

	            Final Consumption
	-0.1897
(0.1588)
(0.2045)

	                 R-squared
	 0.5148


Level of significance is 5%.
(Many tests for heteroskedasticity have been advocated over the years.  Breusch-Pagan test for Heteroskedasticity is one of them.
The Breusch-Pagan test for Heteroskedasticity:
             Ho: Constant variance
             Variables: fitted values of growth rate GDP 
When p value is less than 0.05, we can reject the Null hypothesis. The p value of this model is 0.0106. (0.0106 is less than 0.05). We can reject the null hypothesis. The appearance of heteroskedasticity is a vital concern in this regression analysis. Robust standard errors are used to get rid of its presence.)
[bookmark: _Hlk78386052]For All sample countries:
                                Ho: βj=0
                                  H1: βj>0
[bookmark: _Hlk78304434]Education: All other things remaining constant; On average if Education is increasing by 1%, GDP is predicted to decrease by 0.8497%.
[bookmark: _Hlk78302531][bookmark: _Hlk78303825][bookmark: _Hlk78301849]The usual t statistic is 2.06 & at 5% level of significance the t critical value is 1.721 (We can fabricate a 95% confidence interval for the population parameter once we note that the estimated model has 21 degrees of freedom). The usual t statistic is > the t critical value. We can reject the null hypothesis at the 5% level of significance. Education is statistically significant at the 5% level.
Using the robust standard error, the calculated t statistic is 1.94. We can see that our robust t statistic is > the t critical value. We can reject the null hypothesis at the 5% level of significant. Education is significant by using the robust standard error.
For both types of standard error, Education is statistically significant.
Health care: All other things remaining constant; On average if Health care is increasing by 1%, GDP is predicted to increase by 0.23695%. 
[bookmark: _Hlk78304551]The usual t statistic is 1.12 & at 5% level of significance the t critical value is 1.721. The usual t statistic is < the t critical value. We do not reject the null hypothesis at the 5% significant level. Health care is not statistically significant at the appropriate significance level.
[bookmark: _Hlk78304745]Using the robust standard error, the calculated t statistic is 0.658. We can see that our robust t statistic is < the t critical value. We do not reject the null hypothesis at 5% level of significance. Health care is not significant. For both types of standard error, Health care is not statistically significant.
Military: All other things remaining constant; On average if Military is increasing by 1%, GDP is predicted to increase by 1.1225%. 
The usual t statistic is 3.728 & at 5% level of significance the t critical value is 1.721. So, the usual t statistic is > t critical value. We can reject the null hypothesis at the 5% level of significant. Military is statistically significant at the 5% level.
Using the robust standard error, the calculated t statistic is 2. 418.We can see that our robust t statistic is > the t critical value. We can reject the null hypothesis at the 5% level of significant. Military is significant by using the robust standard error. For both types of standard error, Military is statistically significant.
Final Consumption: All other things remaining constant; On average if Final consumption is increasing by 1%, GDP is predicted to decrease by 0.1897%.
The usual t statistic is 1.195 & at 5% level of significance the t critical value is 1.721. The usual t statistic is < the t critical value. We do not reject the null hypothesis at the 5% significant level. Final consumption is not statistically significant at the appropriate significance level.
Using the robust standard error, the calculated t statistic is 0.928. We can see that our robust t statistic is < the t critical value. We do not reject the null hypothesis at the 5% significant level. Final consumption is not significant. For both types of standard error, Final consumption is not statistically significant.
F test: Health care & Final consumption have no effect on GDP. F test is used to decide whether, as a group, they are jointly significant or not.
                                Ho: β3= β4=0
                                H1: Ho is not true. 
The F statistic is 22.908 & the F critical value is 3. 466.In this model, F statistic > F critical. We can reject the null hypothesis at the 5% level of significant. Health care & Final consumption are jointly significant at the appropriate significance level.
 For All sample countries, R-squared is 0.5148, that means 51.48% variation of economic growth (as dependent variable) is explained by the variation of the same independent variable.
Limitation of the study: Some limitations of the study.
· Very difficult to find the actual data for the research paper.
· Sometimes, it is complicated to identify the paper observation.
· Heavily dependent on the secondary data set for the research.
· Expenditure shortage on the revenue structure of local government of those country
· Very complicated to identify, what areas of spending cuts are required.
Conclusion:
[bookmark: _Hlk78387846] The role of government expenditure in the process of economic growth may differ among nations. Government expenditures consist of numerous activities. A possible explanation for such difference can be the impoverished institutional quality and more drastic corruption. This specific thesis compares Education, Health care, Military sector & Final consumption expenditure of the government for both Asian & Western Countries. For this study, the main added value of Regression Model analysis was taken from 17 Asian countries & 17 Western countries which is based on 2016 World Bank Data. Health care, Military sectors of Western countries provide a quite different picture while growing in accordance with the percentage of GDP. Health care spending is statistically significant for both Asian and Western countries. The final consumption expenditure impact on growth for both Asian and Western countries is negative. In the end, the result of this specific thesis is that the Asian countries are in better economic condition than the Western countries when there is a significant rise in Government Expenditure. Hence, the relationship between government expenditure & growth is satisfactory in Asian countries. In general, it is barely attainable to solve all econometric problems. According to the study, it can be recommended that the quality of proper & essential government involvement in the expenditure sector is vital to enhance the Economic growth of Western countries. The unobserved factors are needed to identify for further development of these countries.
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