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1. To evaluate the impact of real total public spending on real GDP and total capital spending on real
GDP, we estimate the following Fully Modified Ordinary Least Squares Regressions:
RGDP; = B;RSPENDIN; + &

RGDP; = B;RCSPENDIN; + &

where RGDP is the natural logarithm of real GDP, RSPENDING is the natural logarithm of real total
public spending, and RCSPENDING is the natural logarithm of real capital spending. € is the error term.

The results are as follows:

Variable Coefficient Variable Coefficient
RSPENDING +1.049" RCSPENDING 1.139°

*implies significance at the 99% confidence level.

2. To evaluate the impact of real trade openness on real GDP, we estimate the following Fully Modified
Ordinary Least Squares Regressions:

RGDP; = B;RIMPORTEXPORT: + €;
RGDP; = B;REXPORT: + €;

where RGDP is the natural logarithm of real GDP, RIMPORTEXPORT is the natural logarithm of real
total exports and imports, and REXPORT is the natural logarithm of real exports. € is the error term.

The results are as follows:

Variable Coefficient Variable Coefficient
RIMPORTEXPORT +2.522" REXPORT 2.988"

*implies significance at the 99% confidence level.

3. To evaluate the impact of real GDP and total number of employed individuals, we estimate the
following Fully Modified Ordinary Least Squares Regressions:

REMPLOYMENT; = B:RGDP; + &

where REMPLOYMENT is the natural logarithm of real GDP, EMPLOYED is the natural logarithm of the
total number of employed individuals. € is the error term.

The results are as follows:

Variable Coefficient Variable Coefficient
REMPLOYED +0.604" RCSPENDING 1.139"

*implies significance at the 99% confidence level.
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