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Extensive Summary 
 

Introduction 
There are numerous determinants of economic growth. Endogenous growth 

models have been denoted by Lucas (1988), Rosenzweig (1987), Becker et al. (1990), 
Benhabib and Spiegel (1994), Simon and Nardinelli (1996)) examined about population 
growth and human capital. Exogenous growth models have been advocated that savings 
and technology are important determinants of economic growth. The studies of Bacha 
(1990), Otani and Villanueva (1990), DeGregorio (1992), Pagano (1993), Jappelli and 
Pagano (1994) showed that higher rate of saving engender higher economic growth. 
There are many studies investigated that effect of financial development on economic 
growth. These are Levine (2005), Khan and Senhadji (2003), Hassan and Bashir (2003), 
Al-Awad and Harb (2005) and Aghion et al. (2005, 2011). Yanıkkaya (2003), Sarkar 
(2008). Fischer (1993) and De Gregorio (1993) and Andres and Hernando (1997) 
studies showed that there is significant relation between inflation and growth. Our 
investigation aims to determine affected factors on economic growth for EU (27) 
countries and Turkey for the years 2000-2011. The variables are gross domestic 
production (GDP) growth that proxy economic growth, population growth, total 
domestic credits to GDP, private sector credits to GDP, foreign trade to GDP, consumer 
inflation and total savings to gross national income (GNI).  

Initially, testing the unit-root Levin et al. (2002) and Hadri (2000) tests have been 
used to analyze panel unit-root. Then, Breusch-Pagan LM, Breusch-Pagan/Cook-
Weisberg LM and White tests are run for heterogeneity and Wooldridge (2000) test for 
autocorrelation. Static panel regression has been used to analysis. As a result of the 
analysis, economic growth has been explained by human capital, inflation, financial 
development and savings. The panel data unit root tests suggested by Levin et al. (2002) 
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and Hadri (2000) have been used in papers on tests of the variables. To seek 
heterogeneity has been used Breusch-Pagan LM, Breusch Pagan/Cook-Weisberg LM 
and White tests. Hausman identification test used to select from among fixed or random 
effect models.  

Data and Methodology 
This study covered by total twenty-eight countries including EU (27) and Turkey 

for the years 2000-2011. Data have been collected from World Bank, EUROSTAT and 
European Banking Federation database. In this study in total seven variables were 
included in the model. GDP growth was taken as proxy of economic growth as 
dependent variable where as population growth, domestic credit provided banking 
sector to GDP, private sector credit to GDP, foreign trade to GDP, consumer inflation 
and net saving to gross national income (GNI) as explanatory variables in the model. 

Variable’s stationarity has been checked using panel unit root tests improved by 
Levin et al. (2002) and Hadri (2000). As a result of tests all variables are stationary in 
level. The results of Breusch-Pagan LM, Breusch Pagan/Cook-Weisberg LM and White 
tests have represented that there is heteroscedasticity. Heteroscedasticity problem has 
removed using by logarithmic transformation. Wooldridge (2000) test for serial 
correlation from the regression of the first-differences variables, H0: no first-order 
autocorrelation. Test results indicate serial correlation of our data when the Wooldridge 
test from the regression of the first-differences variables (Wooldridge 2002). 
Huber/White/Sandwich robust standard error for random effect model is estimated 
using by vce (robust) STATA code to correct autocorrelation problem. (Hoechle, 2007) 
In this study, to correct autocorrelation has been used robust standard error calculation. 
Static panel regression model has been used to analysis. Hausman (1978) identification 
test has been applied to select from among fixed or random effect models. As a result of 
test, random effect model is valid.  

Empirical Results  
The study’s major findings are that a 1 percent increase in population increase 

GDP growth by 0.49 percent; a 1 percent increase in private sector credit providing 
banking sector to GDP ratio increase GDP growth by 0.86 percent; a 1 percent increase 
in net savings to GNI rate increase GDP growth by 0.59 percent; a 1 percent increase in 
consumer inflation decrease GDP growth by 0.04 percent; a 1 percent increase in 
domestic credit providing banking sector to GDP ratio decrease GDP growth by 0.29 
percent. Foreign trade to GDP ratio is statistical insignificant. As a result of the model, 
there is a positive and significant relation between human capital and economic growth, 
this evidence supported by Lucas (1988), Rosenzweig (1987) and Simon and Nardinelli 
(1996). The studies of King and Levine (1993), Levine et al. (2000) and Levine (2005) 
represented that there is a positive relation between private sector credit to GDP and 
economic growth.  

Net savings to GDP variables has a positive impact on economic growth. This 
result supported by Pagano (1993) study. Therefore, our findings show that there is a 
negative relation between inflation and economic growth. This evidence advocated by 
Fischer (1993), De Gregorio (1993) and Andres and Hernando (1997) studies. The 
effect of domestic credit providing by banking sector to GDP ratio on GDP growth is 
negative and significant. This result has a same direction with Aghion et al. (2005) and 
Hassan et al. (2011) findings.  
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Table 1: Static Panel Data Regressions (Logarithmic Transformation) 

Dependent Variables: GDP Fixed Effect Random Effect Random 
Effect**  

Detrended Population Growth 
(%) 

0.2083 
(0.1150) 

0.4949* 
(0.0000) 

0.4949* 
(0.0000) 

Domestic Credit Provided by 
Banking Sector to GDP (%) 

-0.2922* 
(0.0010) 

-0.2683 
(0.0020) 

-0.2683* 
(0.0020) 

Private Sector Credit to GDP 
(%) 

0.8642* 
(0.0000) 

0.8944 
(0.0000) 

0.8944* 
(0.0000) 

Foreign Trade to GDP (%) 0.1675 
(0.0740) 

0.0767 
(0.3850) 

0.0767 
(0.6200) 

Net Savings to GNI (%) 0.4145* 
(0.0000) 

0.5917* 
(0.0000) 

0.5917* 
(0.0000) 

Consumer Inflation, Yearly (%) -0.0326* 
(0.0370) 

-0.0419* 
(0.0070) 

-0.0419* 
(0.0010) 

Constant 5.7261* 
(0.0210) 

0.4762 
(0.7200) 

3.3127 
(0.7400) 

R2 (within) 0.9126 0.9076 0.9076 
R2 (between) 0.8979 0.9518 0.9518 
R2 (overall) 0.8888 0.9507 0.9507 

F  / Chi-Square / Wald 141.04* 
(0.0000) 

910.55* 
(0.0000) 

2187.22* 
(0.0000) 

Hausman – Ki-Kare (6)                        6.43  
                   (0.3767) 

Note: *, represent %1 statistical significiant, (), represent p value,**, represent 
Huber/White sandwich estimator. 

 
Conclusion 
This study covered by total twenty-eight countries including EU (27) and Turkey 

for the years 2000-2011. In this study in total seven macroeconomic variables were 
included in the model. The result of Levin et al. (2002) and Hadri (2000) tests represent 
that all variables are stationary in level. We checked using Breusch-Pagan LM, Breusch 
Pagan/Cook-Weisberg LM and White tests to heteroscedasticity problem. As a result of 
tests, there is heteroscedasticity. This problem has removed using by logarithmic 
transformation. Wooldridge (2000) test indicates serial correlation. In this study, to 
correct autocorrelation has been used robust standard error calculation. Static panel 
regression model has been used to analysis. Hausman (1978) identification test has been 
applied to select from among fixed or random effect models. As a result of test, random 
effect model is valid. Econometric findings shows that factors effected on economic 
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growth are population growth, private sector credit providing by banking sector to GDP, 
net savings to GNI, domestic credit providing by banking sector to GDP, and consumer 
inflation variables.  


