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ABSTRACT

The Gambia is a small country in West Africa that depends on tax revenue to fund
her financial obligations and needs. In 2024, The Gambia hosted the second largest
world gathering the OIC summit. Over the years, The Gambia was preparing for
this event, and it incurred a lot of capital spending on infrastructure and other key
areas. This research assesses the impact of fiscal policy (government spending) on

the economy of the Gambia from 2010 to 2020. We obtained a time series data on
GDP, Government expenditure, Tax revenue, export and Inflation and use OLS
estimation to ascertain the relationship between Government expenditure and tax
revenue of GDP Growth of The Gambia. Our findings shows that Government
expenditure and tax revenue are significant contributors to GDP Growth in The

Gambia from 2010 to 2020 and they are positively correlated to GDP Growth. Our
findings also showed that export and inflation were not significant in the model.
There is a limitation to our research due to unavailability of data, we were only
focus from 2010 to 2020 future researcher on this domain can try expanding the
period to see clearer picture of the relationship of fiscal policy variables on GDP
Growth.

This work is licensed

under a:

Introduction

The role of fiscal policy in driving long-term economic growth has become a crucial
focus in the field of macroeconomics, particularly since the emergence of endogenous growth
models. Various scholars have emphasized different forms of fiscal measures as ways for
sustained and balanced economic expansion. In the case of Gambia, the country's fiscal deficit
has notably decreased, dropping to 2.6% of its Gross Domestic Product (GDP) in 2023. This
improvement can be attributed to a combination of factors, including increased tax revenues
and the influx of grants. Despite this, public expenditure has remained elevated, due to the
government's heightened investment in road infrastructure projects. With a lower reliance on
domestic borrowing, Gambia's public debt is estimated to have declined to 75.8% of its GDP
in 2023, according to the World Bank's projections. This reduction in debt levels could
potentially create more fiscal space for the government to allocate resources towards other
developmental priorities. The country's economic growth has also accelerated, reaching a
robust 5.3% in 2023, primarily driven by the performance of the agricultural and industrial
sectors. This acceleration in economic activity suggests that the government's fiscal policies
and infrastructure investments are contributing to the overall dynamism of the Gambian
economy.
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In effect, between the year 2000 and 2018, the average growth in per capita income was
minimal, at less than 0.5 percent per year, significantly below the 2 percent average of
countries in Sub-Saharan Africa (SSA). Consequently, Gambians’ standard of living has
trailed behind that of their SSA peers: per capita gross domestic product (GDP) dropped from
45.5 percent of the SSA average in 2000 to 32.1 percent in 2017 (Carrasco, Jawara, Meyer 2022).
The Gambia is an import-based country, which makes it to heavily depend on tax as a source
of revenue for its expenditure. According to Ministry of Finance and economics affairs of The
Gambia, The government’s total expenditure for the period January to September 2023
amounted to GMD 17.66 billion compared to GMD 16.10 billion during the same period last
year, representing a year-on-year increase of 10%. According to the same ministry, the growth
in total expenditure can be attributable to increases in Personnel Emoluments and Debt
Service of 24% and 26%, respectively.

Fiscal policy is a key input to achieving the policy goals in The Gambia’s National
Development Plan (NDP) 2018-2021. Looking at the National Development Plan and some of
the capital expenditure on infrastructure that The Gambia wants to achieve to host the OIC
submit in 2024. Those are clear indications that The Gambia has incurred a lot of expenses and
this expenses in one way or the other are expected to have a positive impact on the economy
at large. NDP 2018-2021 aims to “deliver good governance and accountability, social
cohesion, and national reconciliation and a revitalized and transformed economy for the
wellbeing of all Gambians.” To move towards these objectives, the plan has identified eight
priority areas: (i) building good governance; (ii) stabilizing the economy; (iii) modernizing the
agricultural sector; (iv) investing in education and health services; (v) building infrastructure
and restoring energy services; (vi) promoting inclusive tourism; (vii) empowering youth; and
(viii) strengthening private sector development for growth and job creation. Progress towards
these priorities will require sizeable investments into human and physical capital, which are
expected to enhance productivity, strengthen resilience, and support inclusion (Carrasco et
al., 2022).

According to the African Development Bank (AfDB, 2016), Increasing public spending
on infrastructure can stimulate economic growth in several important ways. Increasing the
economy's overall demand for goods and services, or aggregate demand, encourages firms to
grow to satisfy the increased demand and leads to the creation of new job opportunities.
Furthermore, by making it simpler and more effective for businesses to run and for workers
to access markets and jobs, infrastructure upgrades like modernizing energy systems,
increasing transportation networks, and boosting telecommunications capabilities can
directly increase productivity.

The crucial role infrastructure investment plays in promoting economic growth and
reducing poverty in the Gambia has been underlined by the African Development Bank
Group. It is well acknowledged that focusing strategic investments on the nation's physical
infrastructure and digital networks is crucial to promoting trade, increasing productivity, and
giving marginalized populations access to economic opportunities. This kind of government-
driven infrastructure development, by removing substantial barriers and improving the
country's essential operating systems, could spark broad-based, sustainable growth and
progress in the Gambia. Through promoting trade and commerce, increasing industrial
output, and opening new opportunities for socioeconomic mobility, especially for
underprivileged groups, targeted infrastructure spending can spark economic change. It is
believed that an approach to infrastructure-led development that is this kind of vital
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accelerator will enable the Gambia reach its full economic potential and bring in a period of
inclusive prosperity for the entire nation.

The effectiveness and design of tax policies can have a significant impact on investment
choices and the overall economic growth projection of a country. Lowering corporate tax rates
or implementing targeted tax incentives for specific industries can serve as powerful
motivators for private enterprises to invest in new projects, expand their operations, and
nurture entrepreneurial activities. This, in turn, can stimulate economic growth and
development by fostering innovation, job creation, and increased productivity. However, it is
crucial that policymakers carefully consider the broader implications of their tax policies to
ensure a balanced approach. While tax incentives may promote investment and business
activities, the government must also ensure that the tax system generates sufficient revenue
to fund essential public services, infrastructure, and social welfare programs. Additionally,
the design of the tax framework should strive to maintain equity and fairness, avoiding
disproportionate burdens on certain segments of the population or industries. The efficiency
and structure of taxation policies play a pivotal role in shaping the investment climate and
overall economic growth potential of a nation. Striking the right balance between encouraging
private investment and maintaining adequate and equitable revenue streams is a key
challenge for policymakers (IMF, 2020)

A nation's capacity to maintain long-term economic stability and prosperity is reliant on
its ability to apply prudent debt management techniques and a strict budget. Raising the
financial burden of debt servicing and discouraging private sector investment are two ways
that excessive public debt can negatively affect economic performance. Therefore,
maintaining debt sustainability and preventing the creation of major fiscal imbalances which
could otherwise jeopardize a nation's overall economic well-being should be the core goals of
tiscal policy (IMF 2019). IMF further states that, prudent debt management entails keeping a
close eye on and managing the amount of public debt to make sure it stays within manageable
bounds. This necessitates a dedication to fiscal diligence, which entails making difficult
choices about public expenditure and revenue-raising initiatives. Through the maintenance
of a balanced budget and the mitigation of borrowing, governments can establish a conducive
atmosphere for the continuation of economic expansion and advancement. It takes fiscal
restraint to support a strong, stable economy. A disciplined approach to fiscal policy by
governments can lower the likelihood of economic crises, including defaults on debt or
devaluations of national currencies. Consequently, this can foster investor confidence and
promote private sector investment, both of which are essential for promoting sustained
economic growth and development.

Prudent debt management and fiscal discipline can improve a country's credit rating,
which facilitates and lowers the cost of borrowing money for the government when needed.
This can be especially crucial in uncertain or turbulent economic times, when a nation's
capacity to weather the storm and preserve its economic resilience can be impacted by its
ability to obtain credit. A thorough and methodical approach to debt management and fiscal
policy is necessary to guarantee the long-term success and stability of a country's economy.
Governments may foster an atmosphere that is conducive to long-term economic growth and
development and, eventually, improve the welfare of their constituents by putting prudent
debt management techniques into practice and upholding a commitment to fiscal discipline.

External financial support, in the form of grants, low-interest loans, and development
aid programs, can serve as a valuable supplement to a country's own budgetary efforts. This
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assistance can help fund critical priority areas such as building essential infrastructure,
improving education systems, and enhancing healthcare services. However, the ability of
such aid to effectively drive economic growth is contingent on a variety of factors. These
include how the aid is allocated and targeted, the recipient country's capacity to efficiently
absorb and utilize the influx of resources, and the overall coherence and alignment of the aid
with the recipient government's broader policy agenda and development strategy (AfDB,
2016). The 1930s Great Depression was a confirmation of the reality of the failure of the market
economy which led to the evolution of Keynesian economics. Keynes submitted that the
lingering unemployment and economic depression were a result of failure on the part of the
government to control the economy through appropriate economic policies (Iyoha, M. A.,
Opyefusi, S. A., & Oriakhi, D. E. (2003).... - Google Scholar, n.d.). Consequently, Keynes proposed
the concept of government intervention in the economy using macroeconomic policies such
as fiscal and monetary policies. Fiscal policy deals with government deliberate actions in
spending money and levying taxes with a view to influencing macro-economic variables in a
desired direction. This includes sustainable economic growth, high employment creation and
low inflation (Microsoft Corporation, 2004).

In their study, (Babalola et al., n.d.) explored the influence of fiscal policy on the
economic growth trajectory of Nigeria. The researchers utilized annual data spanning the
period from 1977 to 2009 to conduct their investigation. To assess the stationarity of the data
series, they employed the Augmented Dickey-Fuller technique to test for the presence of unit
roots. Subsequently, they applied the Engle-Granger Approach to perform a cointegration
test, which revealed the existence of a long-term relationship between the variables under
examination. The researchers estimated error-correction models to account for the short-term
dynamics of the relationship between fiscal policy and economic growth. The findings of the
study indicate that productive government expenditure had a positive and significant impact
on the economic growth of Nigeria during the period covered by the analysis. The
cointegration test further confirmed the presence of a long-run equilibrium relationship
between these two variables.

The primary objective of this research is to examine the way fiscal policy interventions,
which includes government expenditure and taxation influenced the economic growth of The
Gambia during the period under study. This comprehensive investigation will examine the
historical implementation of fiscal policies in The Gambia, analyzing their impact on pivotal
economic metrics such as GDP growth, and potentially offering recommendations to
policymakers on how to refine fiscal policy to foster sustainable economic expansion in The
Gambia. The study aims to provide a thorough understanding of the relationship between
fiscal policy measures and their implications for the economic development of The Gambia.
By examining the historical context and analyzing the empirical data, the research will shed
light on the efficacy of past fiscal interventions and their influence on key economic indicators.
This knowledge can then be leveraged to formulate policy recommendations that can guide
policymakers in optimizing fiscal policy to drive sustainable economic growth in The Gambia,
contributing to the country's long-term prosperity and economic stability. The research
question for this topic is: What is the causal relationship between fiscal policy measures
(government spending, taxation) and economic growth in The Gambia from the year 2010 to
the year 2020, and what specific fiscal policy interventions are most effective in promoting
sustainable economic growth in The Gambia?
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Method

The This study will use quantitative research approach to analyze the positive or
negative impact of some focus variables on economic growth in The Gambia. The variables
those will be used in this study are: Economic Growth (GDP), Government spending, Inflation
rate, Export, and Tax revenue. The dependent variable for this study will be Economic Growth
(GDP), the remaining variables (Government spending, Inflation rate, Export, and Tax
revenue) will be considered as the independent variables. Yearly Time Series data will be
collected on all these variables from the website of the Central Bank of The Gambia (CBG),
International Monetary Fund (IMF) and the World Bank. The targeted time frame for the time
series data is from 2010 to 2020 preferably a quarterly data which covered a period of 11 years
and with a quarterly data, the total observation will be 44 observations for each variable. The
period is shortened for this duration due to incomplete data when it comes to The Gambia
from many data sources. The proposed research study aims to conduct a comprehensive
analysis to assess the effectiveness of fiscal policy interventions in stimulating economic
growth in The Gambia. The analysis will utilize various econometric techniques, including
stationarity tests to examine the time series properties of the data, normal distribution test to
check if the residuals are normally distributed, and ordinary least squares (OLS) regression
analysis to model the underlying dynamics and quantify the impact of fiscal policy on
economic growth in The Gambia.

The research will primarily utilize secondary data sourced from the Central Bank of The
Gambia (CBG), IMF and World Bank which serves as a reliable and authoritative source of
macroeconomic and financial information for the Gambia. The computational analysis will be
carried out using the EViews 12 (Student Version), a powerful and widely-used statistical
package that provides a robust platform for conducting advanced econometric modeling and
drawing meaningful insights from the data. By employing this rigorous analytical approach,
the study aims to contribute to the understanding of the role and effectiveness of fiscal policy
in driving economic growth in The Gambia. The findings of this research can inform
policymakers, economists, and other stakeholders in the development of evidence-based fiscal
policies and strategies to promote sustainable economic development in the country. Among
the test that will be conducted will be the t-test to ascertain the significance level of the
regression coefficients (Gujarati).The F-test will also be conducted through the EViews
software to know the overall significance of the model (a test of goodness of fit of the model)
which will explain the proportion of variation in the dependent variable Economic Growth
(GDP) that will be explained by the independent variables (Government spending, Inflation
rate, Export, and Tax revenue). The data use in this study is secondary time series data. Data
is collected on GDP Growth, Government Expenditure and net lending, Tax Revenue, Export,
and Inflation from the year 2010 to 2020. The data collected in from two sources. Nominal
GDP Growth, Government Expenditure and net lending, Tax Revenue were obtained from
the website of Central Bank of The Gambia. Export of Goods and Services and Inflation were
obtained from data bank of IMF and World Bank. GDP Growth, Export of Goods and Services,
Inflation were annual data while Government Expenditure and Tax Revenue data was
collected as quarterly data.

The data was not uniform for example all to be annually, quarterly, or monthly. To
ensure that the data is uniform, the targeted time span is quarterly therefore GDP Growth,
Export of Goods and Services and Inflation were converted to quarterly data using the
statistics software called EViews. The time span of the data from 2010 to 2020 gives us an only
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observation which looks small for a time series data for the variables that were in annual time
span. Conversion of these variables increase the total observations from eleven (11)
observations to a total observation of forty-four (44). The data is finally arranged on quarterly
data running from 2010 Q1 to 2020 Q4 a total of 44 observations.
This down below is the model specification :

Mathematical Model:GDP GROWTH = GOVERNMENT EXPENDITURE + TAX REVENUE +
EXPORT + INFLATION

Econometrics Model: LOGGDP = O + B1LOGGOVEXP + B2LOGTAX +
B3LOGEXPORT + B4INFLATION+ €

The econometrics model above shows Log (GDP) as the dependent variable and the rest
of the variables Log (Government Expenditure), Log (Tax Revenue), Log (Export) and
Inflation as the independent variables. The variables GDP, Tax Revenue, Government
Expenditure, and Export were all in nominal value. Inflation is the only variable in percentage
(%). We converted the variables that were not in log to log (percentage) using EViews
software. This is done to make the interpretation of the variables easy.

Results And Discussion

Explanatory Results (Descriptive Statistics)
Table 1. Summary of the descriptive statistics table.

ITEM EXPORT GDP GROWTH GOV EXPEN TAX
Mean 10734.07 64723.01 3175.82 1605.62
Median 9394.24 60759.39 2584.06 1640.09
Maximum 18309.37 102447.7 6797.20 2902.69
Minimum 5697.76 41531.72 1017.07 752.94
Std. Dev. 3650.34 19209.17 1564.93 588.23
Observations 44 44 44 44

Source : Data processed by author, 2025

Table 1 is the summary of the descriptive statistics. The table shows the mean, median,
maximum, minimum, standard deviation, and the total observations of Export, GDP
Growth, Government Expenditure and Tax Revenue. Note, the values in figure 1.1 are the
actual values of the variables and not descriptive statistics of the Log of the variables. The
mean of GDP is 64.7 billion Gambian Dalasis, the mean of Government Expenditure is 3.2
billion Gambian Dalasis, the mean of Tax Revenue is 1.6 billion Gambian Dalasis and the
mean of Export is 10.7 billion Gambian Dalasis. From the data, it indicated that each variable
has 44 observations. The full descriptive statistics table can be found in the Appendix.
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Dependent Variable: LOGGDP
Method: Least Squares

Date: 07/04/24 Time: 16:12
Sample: 2010Q1 2020Q4
Included observations: 44

Variable Coefficient Std. Error t-Statistic Prob.
C 6.057177 0.331776 18.25685 0.0000
LOGGOVEXP 0.268053 0.052984 5.059118 0.0000
LOGTAX 0.409427 0.066466 6.159921 0.0000
LOGEXPORT -0.009410 0.042512 -0.221356 0.8260
INFLATION -0.009845 0.006427 -1.531784 0.1336
R-squared 0.954783 Mean dependent var 11.03576
Adjusted R-squared 0.950145 S.D.dependentvar 0.292194
S.E. of regression 0.065242 Akaike info criterion -2.514795
Sum squared resid 0.166002 Schwarzcriterion -2.312046
Log likelihood 60.32549 Hannan-Quinn criter. -2.439606
F-statistic 205.8766 Durbin-Watson stat 1.476852

Prob(F-statistic) 0.000000

Figure 1. Regression analysis
Source : Data processed by author, 2025

Figure 1. shows the regression analysis of the variables or data. The aim of the regression
is to check the effects of the independent variables on the dependent variable. Also, check if
the Government Expenditure and Tax Revenue are significant in the model. As stated under
the model specification, all the variables in nominal values were change to Log form for clear
and easy interpretation. From the figure 1.2 LOGGDP is the dependent variable and LOG
(GOVEXP, TAX, EXPORT, and INFLATION) are the independent variables. Looking at the
probability of the T test of the independent, LOGGOVEXP and LOGTAX are below 0.05 which
indicate those two variables are significant variables in the Model. While LOGEXPORT and
INFLATION are more than 0.8260 and 0.1336 which are more than the significance limit level
of 5% (0.05). This implies that Export and Inflation are not significant variables in the model.
The R-squared which indicates the amount of variation in the dependent variable explain by
the independent variables is 0.95 which means 95% of the variable of the variation in GDP
Growth is explain by the independent variables, which is a satisfactory level if a satisfactory
level of R-squared. Both the R-squared and the Adjusted R-squared are almost equal at 95%.
The significance level of the independent variables (Government Expenditure, Tax Revenue)
answered the hypothesis of this research in the beginning. The assumption was Fiscal Policy
(Government Expenditure and Tax Revenue) are significant to GDP Growth in The Gambia,
and this is proved by the regression result.

Estimation Equation:
LOGGDP = 30 + BILOGGOVEXP + B2LOGTAX + B3LOGEXPORT + B4INFLATION + ¢
Substituted Coefficients:

LOGGDP = 6.05717677806 + 0.268053129186*LOGGOVEXP + 0.40942673035*LOGTAX -
0.00941027293434*LOGEXPORT - 0.00984477801618*INFLATION

Figure 2. Analysis of The Coefficients
Source : Data processed by author, 2025
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Figure 2 shows the estimation equation of the model and the parameters (coefficient) of
each variable. The parameters of the variables show how and how much an independent
variable contribute to a dependent variable. Government expenditure and Tax revenue are
positively related to GDP Growth while Export and Inflation are negatively related to GDP.

0.268053129186*LOGGOVEXP: One (1) percent increase in Government Expenditure will
increase GDP Growth by 0.268 (27%).

0.40942673035*LOGTAX: One (1) percent increase in Tax Revenue will increase GDP Growth
by 0.409 (41%)

-0.00941027293434*LOGEXPORT: The regression indicated that Export is not significant in the
model because its probability is more than 0.05 and the coefficient also shows that One (1)
percent increase in Export will decrease GDP Growth by 0.009 because export is negatively
related to GDP Growth. This makes a little bit of sense because The Gambia has an import-
based economy. Gambia’s export capacity is almost weak because there is not much that The
Gambia is exporting to the world, and it depends a lot on other countries for most of its basic
commodity needs.

- 0.00984477801618*INFLATION: Like Export, Inflation is also negatively related to GDP
Growth, which is not a surprise. The coefficient of Inflation indicates that a one (1) percent
increase in inflation will decrease GDP Growth by 0.009 though the model probability of
significance shows that Inflation is not a significant variable.

s Series: Residuals
7 Sample 2010Q1 2020Q4
6 Observations 44
5 Mean 1.91e-15
Median -0.000525
4 Maximum 0.113052
Minimum -0.137182
3 Std. Dev. 0.062133
2 Skewness -0.230003
Kurtosis 2.498684
1
Jarque-Bera  0.848691
90 15 -0.10 -0.05 0.05 Probability  0.654198

Figure 3. Normality Test
Source : Data processed by author, 2025

Figure 3 shows a histogram, which is the test of Residuals for normality. According to
the Jargue-Bera probability, the residuals are normally distributed because the Jarque-Bera
probability is more than 0.05. The Kurtosis in figure 1.4 also shows that the residual is

normally distributed because the Kurtosis is less than 3.0.
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obs Actual Fitted Residual Residual Plot
2010Q1 10.6743... 10.5811... 0.09319...
2010Q2 10.6644... 10.6032... 0.06113...
2010Q3 10.6544... 10.5474... 0.10699...
2010Q4 10.6443... 10.6464... -0.0021...
2011Q1 10.6342... 10.6064... 0.02778...
2011Q2 10.6571... 10.6637... -0.0066...
2011Q3 10.6796... 10.6330... 0.04657...
2011Q4 10.7015... 10.7297... -0.0282...
2012Q1 10.7230... 10.8593... -0.1363...
2012Q2 10.7452... 10.7752... -0.0300...
2012Q3 10.7669... 10.8248... -0.0579...
2012Q4 10.7881... 10.6751... 0.11305...
2013Q1 10.8089... 10.8614... -0.0524...
2013Q2 10.8182... 10.8825... -0.0642...
2013Q3 10.8274... 10.9046... -0.0771...
2013Q4 10.8365... 10.8177... 0.01883...
2014Q1 10.8456... 10.9828... -0.1371...
2014Q2 10.8804... 10.9689... -0.0885...
2014Q3 10.9140... 10.9242... -0.0101...
2014Q4 10.9466... 10.9366... 0.00994...
2015Q1 10.9781... 11.0315... -0.0533...
2015Q2 11.0026... 11.0722... -0.0696...
2015Q3 11.0265... 11.0479... -0.0213...
2015Q4 11.0499... 11.0329... 0.01697...
2016Q1 11.0727... 11.1012... -0.0285...
2016Q2 11.0948... 11.0967... -0.0019...
2016Q3 11.1164... 11.0909... 0.02548...
2016Q4 11.1375... 11.1753... -0.0377...
2017Q1 11.1582... 11.1574... 0.00086...
2017Q2 11.1943... 11.2612... -0.0668...
2017Q3 11.2291... 11.2495... -0.0204...
2017Q4 11.2627... 11.1919... 0.07081...
2018Q1 11.2953... 11.3059... -0.0105...
2018Q2 11.3269... 11.2677... 0.05920...
2018Q3 11.3576... 11.2926... 0.06506...
2018Q4 11.3874... 11.3037... 0.08372...
2019Q1 11.4163... 11.3882... 0.02811...
2019Q2 11.4233... 11.4150... 0.00830...
2019Q3 11.4302... 11.3925... 0.03763...
2019Q4 11.4370... 11.3859... 0.05109...

2020Q1 114438.. 115424.. -0.0985..| e |
1
I
1

-

/N

.4

2020Q2 11.4759... 11.4319.. 0.04403...
2020Q3 11.5069... 11.4148... 0.09216...
2020Q4 11.5371... 11.4980... 0.03910...

Figure 4. Residual Plot
Source : Data processed by author, 2025

Figure 4 shows the graph of the residual plot from 2010 Q1 to 2020 Q4. The residual
graph has a limit of zero (0) or close to zero (0) but in a few durations, the line of the residual
is out of range. The two highest moments in which the residual is high is in 2012 Q1 and 2014
Q1. In 2012 Q1 and 2014 Q1, the residual went far from the normality line by -0.136 and 0.137,
respectively.
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Figure 5. Actual Fitted Residual Graph
Source : Data processed by author, 2025

In Figure 5, the red line represents the graph of the actual (Y), and the green line
represents our regression line (estimated Y). Our estimated Y from 2010 to 2020 closely
predicted the actual value of Y. The estimated or fitted graph is far from the actual graph in
2012 Q1, Q4, 2014 Q1, and 2020 Q1. From the same figure 1.6, the blue line represents the
residual graph from 2010 Q1 to 2020 Q2 and the line is far from zero (0) at the points where
the fitted line (estimated y) is far from the actual (actual Y).

Serial correlation is often a problem in static and finite distributed lag regression models
(Wooldridge et al., 2016). Serial correlation is used in statistics to describe the relationship
between observations of the same variable over specific periods. If a variable's serial
correlation is measured as zero, there is no correlation, and each of the observations is
independent of one another (CAROLINE BANTON, n.d.).

F - Statistics 1.322620 Prob. F (2,37) 0.2787
Obs R — squared 2.935802 Prob. Chi - square 0.2304
(2)

Figure 6. Serial Correlation LM Test
Source : Data processed by author, 2025

The null hypothesis of the Serial correlation test is:
Ho: There is no serial correlation
H1: There is serial correlation

The probability Chi-Square is 0.2304 which is more than 5% level of significance which
means we fail to reject the null hypothesis (No serial correlation) therefore, the residuals are
not auto-correlated.
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Homoskedasticity Test

According to the Wooldridge test book, homoscedasticity is defined as the error (u) of a model
has the same variance given any value of the explanatory variable (Wooldridge et al., 2016).

F — Statistics 0.745401 Prob. F (4,39) 0.5670

Obs R — Squared 3.124955 Prob. Chi - square 0.5371
4)

Scaled explained SS  1.839704 Pro. Chi — Square (4) 0.7652

Figure 7. Homoskedasticity Test
Source : Data processed by author, 2025

The homoscedasticity of the model depends on the Prob Chi-squared of the Observed
R-squared. If the Prob Chi-squared of the Observed R-squared is more than 5% level of
significance than the model is homoskedastic otherwise the model is heteroskedastic.

The null hypothesis of the homoskedasticity test is:
Ho: There is hemoskedasticity
H1: There is no hemoskedasticity

In figure 7, The probability of the Chi-squared of the Obs *R-squared is 0.5371, which is
more than a 5% level of significance. Therefore, we fail to reject the null hypothesis which says
there is hemoskedasticity. The residuals of the model are homoskedastic.

Multicollinearity is the occurrence of high intercorrelations among two or more
independent variables in a multiple regression model. Multicollinearity can lead to skewed or
misleading results when a researcher or analyst attempts to determine how well each
independent variable can be used most effectively to predict or understand the dependent
variable in a statistical model (HAYES, 2024).

Multicollinearity Test:

Variable Centered VIF
LOGGOVEXP 7.646762
LOGTAX 6.440921
LOGEXPORT 1.850762
I NFLATION 1.107171

Figure 8. Multivollinearity Test
Source : Data processed by author, 2025

Figure 8 shows the Variance inflation factors of the independent variables. The Centered
Variance Inflation Factors indicates if there is multicollinearity among the independent
variables or not. If the Centered Variance Inflation Factors of a variable is more than 10 then
that shows that there exists a collinearity between or among the independent variables. In
figure 1.9 all the Centered Variance Inflation Factors of the variable Log Government
expenditure, Log Tax Revenue, Log Export, and Inflation are below 10 which is an indication
of no Multicollinearity among the independent variables.

Conclusion

Economic Growth is a concern of every country. Countries want to utilize all
opportunities within their disposal to grow year in year out. This research will serve as an
evident or fact which can use to prove that fiscal policy has impact on GDP Growth in The
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Gambia and the impact as reflected that regressed that is that GDP Growth has a positive
correlation with Government Expenditure and Tax Revenue as indicated by the Ordinary
Least Square (OLS) estimates of this research. This research can help policy makers of the
Gambia in designing future policies regarding the economic growth of The Gambia. The
research data only covers a period of a decade and the results are positive. Due to the
unavailability of data, the research would have shown a rider perspective with regards to
impact of Government Expenditure and Tax Revenue on Economic Growth in The Gambia.
This research will help to pave the way for future researches to be conducted in this subject
matter to cover bigger time duration and do more testes to see the long-term contribution of
fiscal policy on economic growth in The Gambia. Research in this stream is important as it is
about Economic Development. Gambia being a developing country, fiscal policy is among the
key factors to realized economic growth in The Gambia. Over the years, there has been a lot
of government expenditures by the government of The Gambia, it is important to know if
such expenditures by the government is having any impact on the economy and if there is an
impact what impact is it having and how much is the magnitude of the impact. Looking at the
impact is the contribution of this research. Research is a guidance for good policies to be taken.
There are some recommendation that are consist of some points which are Enhance Public
Investment Efficiency, Fiscal Discipline and Sustainability, Tax Policy Reforms, Spending
Prioritization, Strengthening Institutions, Monitoring and Evaluation.

References

... B.M. U. C. on: M. policy, & 2008, undefined. (2008). Fiscal policy and economic growth:
Egypt, Morocco and Tunisia compared. Researchgate.NetB MansouriProceeding in
UNECA Conference on: Macroeconomic Policy, Productive, 2008®researchgate.Net.
https://www.researchgate.net/profile/Brahim-
Mansouri/publication/237564334_FISCAL_POLICY_AND_ECONOMIC_GROWTH_
EGYPT_MOROCCO_AND_TUNISIA_COMPARED/links/55fd6ba608aeafc8ac614953
/FISCAL-POLICY-AND-ECONOMIC-GROWTH-EGYPT-MOROCCO-AND-
TUNISIA-COMPARED.pdf

Aregbeyen, O. (2007). Public expenditure and economic growth in Africa. African Journal of
Economic Policy, 14(1). https://doi.org/10.4314/AJEP.V1411.44191

Babalola, S. J., Jimoh Babalola, S., & Aminu, U. (n.d.). Fiscal Policy and Economic Growth
Relationship in Nigeria. In International Journal of Business and Social Science (Vol. 2,
Issue 17). www.ijbssnet.com

CAROLINE BANTON. (n.d.). Serial Correlation: Definition, How to Determine, and Analysis.
Retrieved July 5, 2024, from https://www.investopedia.com/terms/s/serial-
correlation.asp

Carrasco, H., Jawara Moritz, H., The, M., & Bank, W. (2022). Carrasco et al. (2022): The Effects of
Fiscal Policy on Inequality and Poverty in The Gambia The Effects of Fiscal Policy on
Inequality and Poverty in The Gambia 1 Carrasco et al. (2022): The Effects of Fiscal Policy on
Inequality and Poverty in The Gambia 2.

Dauda, R., & Oladoyin, S. (n.d.). Investment in Education and Economic Growth in Nigeria: An
Empirical Evidence.

251


https://www.researchgate.net/profile/Brahim-Mansouri/publication/237564334_FISCAL_POLICY_AND_ECONOMIC_GROWTH_EGYPT_MOROCCO_AND_TUNISIA_COMPARED/links/55fd6ba608aeafc8ac614953/FISCAL-POLICY-AND-ECONOMIC-GROWTH-EGYPT-MOROCCO-AND-TUNISIA-COMPARED.pdf
https://www.researchgate.net/profile/Brahim-Mansouri/publication/237564334_FISCAL_POLICY_AND_ECONOMIC_GROWTH_EGYPT_MOROCCO_AND_TUNISIA_COMPARED/links/55fd6ba608aeafc8ac614953/FISCAL-POLICY-AND-ECONOMIC-GROWTH-EGYPT-MOROCCO-AND-TUNISIA-COMPARED.pdf
https://www.researchgate.net/profile/Brahim-Mansouri/publication/237564334_FISCAL_POLICY_AND_ECONOMIC_GROWTH_EGYPT_MOROCCO_AND_TUNISIA_COMPARED/links/55fd6ba608aeafc8ac614953/FISCAL-POLICY-AND-ECONOMIC-GROWTH-EGYPT-MOROCCO-AND-TUNISIA-COMPARED.pdf
https://www.researchgate.net/profile/Brahim-Mansouri/publication/237564334_FISCAL_POLICY_AND_ECONOMIC_GROWTH_EGYPT_MOROCCO_AND_TUNISIA_COMPARED/links/55fd6ba608aeafc8ac614953/FISCAL-POLICY-AND-ECONOMIC-GROWTH-EGYPT-MOROCCO-AND-TUNISIA-COMPARED.pdf
https://www.researchgate.net/profile/Brahim-Mansouri/publication/237564334_FISCAL_POLICY_AND_ECONOMIC_GROWTH_EGYPT_MOROCCO_AND_TUNISIA_COMPARED/links/55fd6ba608aeafc8ac614953/FISCAL-POLICY-AND-ECONOMIC-GROWTH-EGYPT-MOROCCO-AND-TUNISIA-COMPARED.pdf
https://doi.org/10.4314/AJEP.V14I1.44191
https://www.investopedia.com/terms/s/serial-correlation.asp
https://www.investopedia.com/terms/s/serial-correlation.asp

Q\ JIAN (Jurnal Ilmiah Administrasi Negara): Vol. 9 No. 2 (2025), 240-252
- e-ISSN: 2549-3566 p-ISSN: 2459-9786
URL : https://ojs.ejournalunigoro.com/index.php/JIAN

Ghali, K., Internazionale/International, F. A.-S.-E., & 1997, undefined. (n.d.). Fiscal policy and
economic growth: a study relating to the United Arab Emirates. Ideas.Repec. OrgKH
Ghali, F Al-ShamsiEconomia Internazionale/International Economics, 1997 ®ideas.Repec.Org.
Retrieved May 4, 2024, from https://ideas.repec.org/a/ris/ecoint/0321.html

HAYES, A. (2024, May 26). Multicollinearity: Meaning, Examples, and FAQs.
https://www.investopedia.com/terms/m/multicollinearity.asp

Iyoha, M. A., Oyefusi, S. A., & Oriakhi, D. E. (2003) .... - Google Scholar. (n.d.). Retrieved May 4,
2024, from
https://scholar.google.com/scholar?hl=en&as_sdt=0%2C5&g=Iyoha%2C+M.+A.%2C+
Oyefusi%2C+S.+A.%2C+%26+0riakhi%2C+D .+E.+%282003%29.+ An+introduction+to+
modern+macroeconomics.+Benin%3A+Mindex+Publishing+Co.+Ltd.&btnG=

Khosravi, A., Sciences, M. K.-A. ]J. of A., & 2010, undefined. (2010). To investigation the
relationship between monetary, fiscal policy and economic growth in Iran:
Autoregressive distributed lag approach to cointegration. CiteseerA Khosravi, MS
KarimiAmerican ~ Journal —of Applied  Sciences, 2010Citeseer, 7(3), 415-419.
https://citeseerx.ist.psu.edu/document?repid=repl&type=pdf&doi=67ec77e345d02d2f
1bdf594252ef93bddce23858

Kneller, R., Bleaney, M., economics, N. G.-]. of public, & 1999, undefined. (n.d.). Fiscal policy
and growth: evidence from OECD countries. ElsevierR Kneller, MF Bleaney, N
GemmellJournal of Public Economics, 1999¢Elsevier. Retrieved May 4, 2024, from
https://www.sciencedirect.com/science/article/pii/S0047272799000225

Nurudeen, A., journal, A. U.-B., and economics, & 2010, undefined. (2010). Government
expenditure and economic growth in Nigeria, 1970-2008: A disaggregated analysis.
CiteseerA  Nurudeen, A UsmanBusiness and Economics Journal, 2010eCiteseer.
https://citeseerx.ist.psu.edu/document?repid=repl&type=pdf&doi=f7701dc1544165c7
37747b506a537a529c6bfa08

Ocran, M. K. (2011). Fiscal policy and economic growth in South Africa. Journal of Economic
Studies, 38(5), 604-618. https://doi.org/10.1108/01443581111161841/FULL/HTML

Oeconomica, C. E.-A. U. A. S., & 2009, undefined. (n.d.). Fiscal policy and economic growth
in Romania. Oeconomica.Uab.RoC EnacheAnnales Universitatis Apulensis: Series
Oeconomica, 2009e0economica.Uab.Ro. Retrieved May 4, 2024, from
http://www.oeconomica.uab.ro/upload/lucrari/1120091/50.pdf

Ogbole, O. F., Amadi, S. N., & Essi, I. D. (2011). Fiscal policy: Its impact on economic growth
in Nigeria 1970 to 2006. Journal of Economics and International Finance, 3(6), 407-417.
http://www.academicjournals.org/JEIF

Ogeh, V. O., Harvey, S. K., & Hagan, E. (2008). Fiscal policy, private investment, and economic
growth: The case of Ghana. Studies in Economics and Finance, 25(2), 112-130.
https://doi.org/10.1108/10867370810879438/FULL/HTML

Poot, J. (2000). A synthesis of empirical research on the impact of government on long-run
growth. Growth and Change, 31(4), 516-546. https://doi.org/10.1111/0017-4815.00143

Wooldridge, J. M., Brazil, A. ®, Mexico, ®, & Singapore, ®. (2016). Introductory econometrics.
www.cengage.com/highered

252


https://ideas.repec.org/a/ris/ecoint/0321.html
https://www.investopedia.com/terms/m/multicollinearity.asp
https://scholar.google.com/scholar?hl=en&as_sdt=0%2C5&q=Iyoha%2C+M.+A.%2C+Oyefusi%2C+S.+A.%2C+%26+Oriakhi%2C+D.+E.+%282003%29.+An+introduction+to+modern+macroeconomics.+Benin%3A+Mindex+Publishing+Co.+Ltd.&btnG=
https://scholar.google.com/scholar?hl=en&as_sdt=0%2C5&q=Iyoha%2C+M.+A.%2C+Oyefusi%2C+S.+A.%2C+%26+Oriakhi%2C+D.+E.+%282003%29.+An+introduction+to+modern+macroeconomics.+Benin%3A+Mindex+Publishing+Co.+Ltd.&btnG=
https://scholar.google.com/scholar?hl=en&as_sdt=0%2C5&q=Iyoha%2C+M.+A.%2C+Oyefusi%2C+S.+A.%2C+%26+Oriakhi%2C+D.+E.+%282003%29.+An+introduction+to+modern+macroeconomics.+Benin%3A+Mindex+Publishing+Co.+Ltd.&btnG=
https://citeseerx.ist.psu.edu/document?repid=rep1&type=pdf&doi=67ec77e345d02d2f1bdf594252ef93bddce23858
https://citeseerx.ist.psu.edu/document?repid=rep1&type=pdf&doi=67ec77e345d02d2f1bdf594252ef93bddce23858
https://www.sciencedirect.com/science/article/pii/S0047272799000225
https://citeseerx.ist.psu.edu/document?repid=rep1&type=pdf&doi=f7701dc1544165c737747b506a537a529c6bfa08
https://citeseerx.ist.psu.edu/document?repid=rep1&type=pdf&doi=f7701dc1544165c737747b506a537a529c6bfa08
https://doi.org/10.1108/01443581111161841/FULL/HTML
http://www.oeconomica.uab.ro/upload/lucrari/1120091/50.pdf
http://www.academicjournals.org/JEIF
https://doi.org/10.1108/10867370810879438/FULL/HTML
https://doi.org/10.1111/0017-4815.00143

