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Abstract

The research aims to study the causal relationship between spending
on education and economic growth in Malaysia during the period 1990-
2020, by relying on the causality test methodology presented by today
yamamoto after conducting the Augmented Dickey-Fuller test for the unit
root and the AIC test to determine periods of slowdown as well as the
random variable tests. As for the research problem, the directions of the
causal relationship between spending on education and economic growth
may differ due to the different nature of the economic structure, and it may
be one way from spending on education to economic growth or vice versa,
or it may be two directions, Several conclusions were reached, the most
important of which is the existence of a one-way causal relationship between
the dependent variable represented by the growth rate of GDP (YY) and the
explanatory variable represented by the rate of total spending on education
(X1), meaning that the rate of economic growth causes total spending on
education at a significant level. Less than (5%) in Malaysia for the period
1990-2020.
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Unit Root Test Table (Augmented Dickey-Fuller)
At Level
Variables LNY LNX1 LNX2 LNX3
| t-Statistic | -1.4531 [ -2.2341 | -4.7372 -2.6760
With Constant Prob. 0.5431  0.1991 0.0007 0.0899
| Significant | No [ No [ ** | *
. t-Statistic  -1.9214  -2.3106  -5.2638 -1.8118
¥Vr':r:‘ dCO”Sta”t& [ Prob. | 06186 | 04159 | 00010 | 0.6738
Significant No No ekl No
Without Constant & | t-Statistic | 2.0825 | -0.4796 | -2.3477 | -0.2169
Trend Prob. 0.9892  0.4995 0.0206 0.5997
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With Constant Prob. 0.0013 _ 0.0000  —oorow- 0.0061
| Significant [ *** [ x| | we
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With Sonstant & ™ prob. | 0.0060 | 0.0001 | e [ 0.0147
Significant _ *** — **
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VAR Residual Serial Correlation LM Tests

Sample: 1990 2020

Included observations: 30

Null hypothesis: No serial correlation at lag h

Lag| LRE*stat df Prob. Rao F-stat df Prob.
1 14.20347 16 (0.5836)N° 0.885068 (16,55.6) | (0.5886)"°
2 21.25719 16 (0.1688)N° 1.405068 (16,55.6) | (0.1735)N°
3 10.56405 16 (0.8356)N° 0.638820 (16, 55.6) | (0.8382)N°
4 16.74478 16 (0.4023)"° 1.065702 (16, 55.6) | (0.4080)N°
5 10.72828 16 (0.8259)"° 0.649627 (16,55.6) | (0.8287)N\°
6 9.669919 16 (0.8833)"° 0.580480 (16,55.6) | (0.8852)N°
7 14.37839 16 (0.5705)"° 0.897268 (16,55.6) | (0.5757)N°
8 17.83425 16 (0.3337)Ne 1.145413 (16, 55.6) | (0.3394)N°
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Orthogonalization: Cholesky (Lutkepohl)
Null Hypothesis: Residuals are multivariate normal
Sample: 1990 2020
Included observations: 30
Component Skewness Chi-sq df Prob.*
1 -0.470291 1.105866 1 0.2930
2 0.269105 0.362088 1 0.5473
3 -1.184202 7.011668 1 0.0081
4 0.408377 0.833858 1 0.3612
Joint 9.313480 4 (0.0537)*
Component Kurtosis Chi-sq df Prob.
1 2.770047 0.066098 1 0.7971
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Orthogonalization: Cholesky (Lutkepohl)

Null Hypothesis: Residuals are multivariate normal
Sample: 1990 2020

Included observations: 30

2 2.935627 0.005180 1 0.9426

3 5.050162 5.253957 1 0.0219

4 2.649609 0.153467 1 0.6952
Joint 5.478702 4 (0.2416)N°

Component Jarque-Bera Df Prob.

1 1.171964 2 0.5566

2 0.367267 2 0.8322

3 12.26562 2 0.0022

4 0.987325 2 0.6104
Joint 14.79218 8 (0.0633)*

*Approximate p-values do not account for coefficient estimation.
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