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ABSTRACT 

This paper assessed the impact of remittances on potential growth and 
potential inflation, on eight West African countries, among which the five 
Abidjan-Lagos Corridor countries, for the period 1980-2017. Empirical testing 
shows potential growth to be significantly determined by wage, interest rate, 
remittances, and FDI while potential inflation is significantly determined by 
potential output gap and potential wage gap, regardless of the exchange rate 
regime. The main policy implication is that, sustaining potential growth 
requires stabilizing wage, easing credit financing, maintaining remittances and 
FDI at optimum levels, and expanding sub regional trade.  

Key words: potential growth, output gap, remittances gap, and inflation gap. 
JEL Codes: E61, F24, O40 

 

I INTRODUCTION 

Potential growth or potential output growth is the sustainable output 
growth an economy can achieve using all its productive capacity without 
inflationary pressures and other random shocks. Shocks from monetary, fiscal, 
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labor market, and external sources force it to produce more or less than at its 
potential level, creating short-run business cycle fluctuations (Mansokku, 
2019.) Imported shocks include those by remittances, used to finance receiving 
households’consumption and investment [Bettin et al. (2011), Adams Jr. & 
Cuecuecha (2010).] However, by generating excess demand, they can exert 
inflationary pressures to deviate output from its potential level and decelerate 
growth. Despite their possible adverse effects but increasing importance for 
many developing countries, remittances have received little research interest 
as a determinant of potential growth.  

To help fill that gap in the literature, this paper sets to investigate the 
impact remittances exert on potential growth and its transmission channel. For, 
we tested, theoretically derived potential growth equation and potential 
inflation equation, on eight West African countries panel data and a pooled 
Abidjan-Lagos Corridor data for the period 1980-2017. Results show that wage, 
interest rate, remittances, and Foreign Direct Investments (FDI) significantly 
determine potential growth while potential output gap and potential wage gap 
significantly determine potential inflation regardless of the exchange rate 
regime. The main policy implication is that sustaining potential growth 
requires stabilizing wage, easing credit financing, keeping remittances and FDI 
inflows at optimum levels, and boosting regional trade.   

The rest of the paper is organized in five sections. Section II reviews the 
literature, Section III sets the theoretical framework, Section IV presents 
empirical estimations, Section V discusses findings, and Section VI concludes. 

II REVIEW OF LITERATURE 

The identification of potential output as one guide to stabilization and 
one indicator of success (Okun, 1962) generated more interest in its 
computation than in its investigation. Potential output is the trend GDP which 
deviations from actual GDP create positive and negative gaps over business 
cycles (Shackleton, 2018.) It is, therefore, estimated by disentangling observed 
GDP series into two unobservable components: trend and cycle GDP (Jiří et al., 
2017.) The trend component captures the sustainable output level and the 
cyclical component, transitory movements resulting from supply and demand 
fluctuations (Lienert & Gillmore, 2015.) While the estimation of potential 
output to assess an economy’s long run productive capacity is important 
(Kemp, 2015), it triggers that of potential output gap, unobservable, to capture 
excess demand and its pressure on resources (Blagrave et al., 2015.) It further 
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triggers the estimation of potential growth to promote and sustain growth in 
longer run. But, unlike output growth, potential output, and potential output 
gap, potential growth has been less investigated. It has only been subject to few 
cross-countries performance analyses. Cross comparing several OECD 
countries for the period 1991-2004, Cahn & Saint-Guilhem (2010) linked 
divergences in their potential growth to differing economic performances and 
macroeconomic policies. Using a Bayesian Model Averaging approach, 
Lanzafame et al. (2016) tested the robustness of the determinants of potential 
growth and their abilities to serve as accelerators of its policy levers. They 
found it to significantly affect working-age population, tertiary gross 
enrollment ratio, technology gap with the US, labor market rigidity, trade and 
financial openness, and institutional quality. Accounting for fiscal policy and 
debt dynamics, De Santis et al. (2019) tested the impact of several structural 
determinants of potential growth for eleven European Monetary Union 
countries from 1996 to 2014 and found it to be positively and significantly 
affected by debt accumulation. Unfortunately, none of the studies targeted 
remittances as a determinant of potential growth although they exacerbate 
demand and affect potential output through prices and wages (Pontarollo and 
Muñoz, 2019.) They also affect the effectiveness of monetary policy (Claudio, 
2016) and output growth through financial sector [Agarwal et al. (2010), Brown 
et al. (2011)] and can create financial frictions to cause potential output 
deviations, amidst stable inflation [Borio (2013), Furlanetto et al. (2014), Berger 
et al. (2015).] For these reasons, it urges to investigate the possible impact 
remittances can exert on potential growth. 

III METHODOLOGY 

3.1 Remittances and potential growth 

To investigate remittances’ impact on potential growth, we assumed a 
small open economy with output Y, growing at the rate θ, such that:  

𝑌𝑡 = 𝑌𝑡(𝑤, 𝑖, 𝑅, 𝑇)   (1) 

θ𝑡 =
𝑌𝑡

∗ − 𝑌𝑡−1

𝑌𝑡−1
   (2) 

where Y is potential output, w is wage, i is interest rate, R is remittances, and T 
is trade. Setting 𝑌𝑡

∗ = 𝑌𝑡−1 + ∆𝛺𝑡 + ℰ𝑡and ∆𝛺𝑡 → 0, θ𝑡 can be structured as:  

θ𝑡 = θ𝑡(𝑤𝑡−1, 𝑖𝑡−1, 𝑅𝑡−1, 𝑇𝑡−1 )     (3) 

θ𝑡  = 𝛼0 + 𝛼1𝑤𝑡−1 + 𝛼2𝑖𝑡−1 + 𝛼3𝑅𝑡−1 + 𝛼4𝑇𝑡−1  + 𝜂𝑡      (4) 
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Equation (4) suggests that potential growth is determined by one period lags 
of wage, interest rate, remittances, and trade.  

3.2 Remittances and potential inflation 

We adopted Fisher’s velocity of money equation, set at time t as: 

{

𝑀𝑡𝑉𝑡 = 𝑃𝑡𝑌𝑡   (5)

𝑃𝑡 =
𝐺𝑡

𝐻𝑡
     (6)

 

M is stock of money, V is monetary velocity, P is price level, Y is output level, 
H is market value of money, and G is market value of goods. Deriving the 
market value of goods G and taking its log form gives at time t lead to:  

𝑔𝑡 =  𝑚𝑡(𝑅, 𝑌) + 𝑣𝑡(𝑃, 𝑌) + ℎ𝑡(𝑖, 𝑌) + 𝑦𝑡(𝑤, 𝑇)      (7) 
with          𝑚𝑡 = 𝑎0 + 𝑎1𝑅𝑡 + 𝑎2𝑦𝑡 + 𝜀1(𝑎),        𝑣𝑡 =  𝑏0 + 𝑏1𝑝𝑡 + 𝑏2𝑦𝑡 + 𝜀2    (b) 

ℎ𝑡 =  𝑐0 + 𝑐1𝑖𝑡 + 𝑐2𝑦𝑡 + 𝜀3   (c),        𝑦𝑡 = 𝑑0 + 𝑑1𝑤𝑡 + 𝑑2𝑇𝑡 + 𝜀4    (d) 

Substituting equations (a), (b), (c), and (d) into equation (7) gives: 
𝑔𝑡 =  𝛼0 + 𝛼1𝑦𝑡 + 𝛼2𝑅𝑡 + 𝛼3𝑝𝑡 + 𝛼4𝑖𝑡 + 𝛼5𝑤𝑡 + 𝛼6𝑇𝑡 + 𝜀𝑡    (8) 

Equation (8) is the market value of goods and its potential level is:  
𝑔𝑡

∗ = 𝛼0 + 𝛼1𝑦𝑡
∗ + 𝛼2𝑅𝑡

∗ + 𝛼3𝑝𝑡
∗ + 𝛼4𝑖𝑡

∗ + 𝛼5𝑤𝑡
∗ + 𝛼6𝑇𝑡

∗ + 𝜀𝑡
∗   (9) 

The potential gap of market value of goods or potential inflation gap is:  
∆𝑔𝑡

∗ = 𝛼0 + 𝛼1∆𝑦𝑡
∗ + 𝛼2∆𝑅𝑡

∗ + 𝛼3∆𝑝𝑡
∗ + 𝛼4∆𝑖𝑡

∗ + 𝛼5∆𝑤𝑡
∗ + 𝛼6∆𝑇𝑡

∗ + ∆𝜀𝑡
∗(10) 

Equation (10) suggests that potential inflation gap is determined by potential 
output gap, potential remittances gap, potential price gap, potential interest 
rate gap, potential wage gap, and potential trade gap. 

IV EMPIRICAL ESTIMATIONS 

For estimation purposes, we included a set of control variables X’ and 
country and time specific error terms (𝜇i and 𝜇t) in equations 4 and 10 as: 
 θ𝑖𝑡 = 𝛼0 + 𝛼1𝑤𝑖𝑡−1 + 𝛼2𝑖𝑖𝑡−1 + 𝛼3𝑅𝑖𝑡−1 + 𝛼4𝑇𝑖𝑡−1 + 𝑋𝑖𝑡

′ + 𝜇𝑖  + 𝜇𝑡   (11) 

∆𝑔𝑖𝑡
∗ = 𝛼0 + 𝛼1∆𝑦𝑖𝑡

∗ + 𝛼2∆𝑅𝑖𝑡
∗ + 𝛼3∆𝑝𝑖𝑡

∗ + 𝛼4∆𝑖𝑖𝑡
∗ + 𝛼5∆𝑤𝑖𝑡

∗ + 𝛼6∆𝑇𝑖𝑡
∗ + 𝑋𝑖𝑡

′ + 𝜇𝑖 + 𝜇𝑡(12) 

We renamed the variables and added control variables openness, price, 
FDI, exchange rate, and population to obtain: 
𝑃𝐺𝑅𝑂𝑊𝑇𝐻𝑖𝑡 = 𝛼0 + 𝛼1𝑊𝐴𝐺𝐸𝑖𝑡−1 + 𝛼2𝐼𝑁𝑇𝑖𝑡−1 + 𝛼3𝑅𝐸𝑀𝑖𝑡−1 + 𝛼4𝑇𝑅𝐴𝐷𝐸𝑖𝑡−1

+ 𝛼4𝑂𝑃𝐸𝑁𝑖𝑡 + 𝛼4𝐹𝐷𝐼𝑖𝑡 + 𝛼4𝐶𝑃𝐼𝑖𝑡 + 𝛼4𝐸𝑋𝐶𝐻𝑖𝑡 + 𝛼4𝑃𝑂𝑃𝑖𝑡 + 𝜇𝑖  + 𝜇𝑡  (13) 
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𝑃𝐼𝑁𝐹𝐿𝑖𝑡 = 𝛼0 + 𝛼1𝑂𝐺𝐴𝑃𝑖𝑡 + 𝛼2𝑅𝐺𝐴𝑃𝑖𝑡  + 𝛼3𝐼𝐺𝐴𝑃𝑖𝑖𝑡 + 𝛼4𝑊𝐺𝐴𝑃𝑖𝑡 + 𝛼4𝑇𝐺𝐴𝑃𝑖𝑡

+ 𝛼4𝑂𝑃𝐸𝑁𝑖𝑡 + 𝛼4𝐹𝐷𝐼𝑖𝑡 + 𝛼4𝐶𝑃𝐼𝑖𝑡 + 𝛼4𝐸𝑋𝐶𝐻𝑖𝑡 + 𝛼4𝑃𝑂𝑃𝑖𝑡 + 𝜇𝑖 + 𝜇𝑡   (14) 

We estimated equations (13) and (14) on non-overlapping five-year averaged 
series, completed with the first and last 3 annual values, on eight West African 
countries’ panel data for the period 1980-2017. Because Ghana and Nigeria 
have a managed floating exchange rate regime while Benin, Cote d’Ivoire, 
Mali, Niger, Senegal, and Togo, members of the West African Monetary and 
Economic Union (WAEMU) have a fixed exchange rate regime, they offer the 
opportunity to also test for the influence of exchange rate, found to determine 
output gap and domestic inflation (Traficante, 2017.) To determine whether 
regional economic factors affect these countries’ potential growth, we included 
their potential regional trade gap, namely BTRGAP, CTRGAP, GTRGAP, 
MTRGAP, NTRGAP, RTRGAP, STRGAP, and TTRGAP for Benin, Cote 
d’Ivoire, Ghana, Mali, Niger, Nigeria, Senegal, and Togo respectively. For the 
Abidjan-Lagos Corridor, we substituted it with BCTGAP, CCTGAP, GCTGAP, 
RCTGAP, and CTGAP for Benin, Cote d’Ivoire, Ghana, Nigeria, and Togo 
respectively. 

A. Data descriptions and sources 

 For empirical estimations, we used data from the World Development 
Indicators (WDI), the IMF’s International Financial Statistics, Direction of 
Trade Statistics, and World Economic Outlook, and the Penn World Table. 
Table 1 presents the group descriptive statistics of retained variables. 
 

Table 1.     Group Descriptive Statistics 

  Mean  Median  Std. Dev. skewness Kurtosis Obs. 

CPI 32.83 38.58 20.90 -0.60 1.88 45 
CREDIT* 232000 36700 569000 3.49 14.77 54 
EXCH 275.40 331.49 155.15 -1.00 2.47 54 
FDI 0.44 0.26 0.73 1.42 7.19 54 
INFLATION 41.26 43.36 18.17 -1.02 3.79 48 
INT 7.79 7.25 2.92 1.91 6.34 50 
MONEY 20.74 18.45 8.49 1.19 3.79 54 
OPEN 0.52 0.49 0.25 0.25 2.75 54 
PGROWTH 2.91 2.07 5.44 1.37 4.43 23 
POP* 15.87 7.46 24.52 2.48 7.44 54 
REM 3.97 1.74 5.47 1.95 5.98 54 
TRADE 51.92 49.63 25.60 0.20 2.58 54 
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B. Deviations of output growth, inflation, and remittances from trends  

 The theoretical framework establishes that deviations of remittances 
from their potential levels are transmitted as cyclical shocks to potential 
growth through potential inflation, along shocks from wage, interest rate, 
remittances, and trade. With that regard, we cross compared deviations of 
GDP growth, inflation, and remittances from trends over the period. We found 
that output growth deviations from trends were stronger in the WAEMU 
countries, except in Cote d’Ivoire, than in Ghana and Nigeria, showing that 
they have comparatively missed more growth opportunities. Inversely, there 
were more deviations of inflation from trends in Ghana and Cote d’Ivoire than 
in the rest of the countries. Among them, the gaps were comparatively more 
frequent and more pronounced in Benin, Mali, and Niger, indicating that their 
levels of inflation may not have accurately reflected their actual demand 
conditions. Deviations of remittances from trends were comparatively more 
important but sustained over longer periods in Benin, Cote d’Ivoire, Ghana, 
and Nigeria, indicating they have comparatively missed more remittances 
reception opportunities.   

IV. THE RESULTS  

 To estimate structural equations 13 and 14, we used Panel Generalized 
Method of Moments on the panel data and the pooled Abidjan-Lagos Corridor 
data. Estimates obtained (Table 2) single out wage as a positive determinant of 
potential growth and its most significant one. Interest rate is revealed 
significant but only for the Corridor countries. Remittances are only significant 
for the Corridor countries but with a negative coefficient. Likewise, FDI is only 
significant for the Corridor countries, though only one of them figures among 
the top four remittances recipients of the sub-region. In contrast, trade is a non-
significant but negative determinant for all the countries. Though non-
significant determinants, exchange rate and population are positive but CPI 
and openness are negative.  

Potential output is a significant and positive determinant of potential 
inflation for non-Corridor countries (Tables 3 and 4) but not for the Corridor 
countries (Table 5), when regressed conjointly with potential interest rate gap. 
Potential wage gap is a significant but negative determinant, when regressed 
conjointly with either potential money gap or potential interest rate gap, an 
indication that shocks from wage are transmitted to inflation through both 
money and interest rate. Regressed disjointedly from potential wage gap, 

Source:  Author’s estimations using IFS, WDI, DOT, WEO, and Penn Table data. 
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potential interest rate gap is non-significant while potential money gap is 
significant but with dubious signs across exchange rate regimes. Such a result 
indicates that inflation in these countries is more sensitive to monetary shocks 
than shocks from the financial sector. Potential remittances gap is a 
nonsignificant but negative determinant, when regressed conjointly with 
either potential interest rate gap or potential money gap, implying that they do 
not affect potential inflation sensibly. While trade is a non-significant 
determinant of potential inflation, the significance of sub regional and intra-
Corridor trade varied with countries. Intra-Corridor trade is only significant 
for Nigeria and sub regional trade is significant for Benin, Niger, and Senegal 
when regressed conjointly with potential money gap. It is only in the case of 
Ghana that both are revealed significant. FDI, population, and openness are 
revealed non-significant determinants of potential inflation.  

V DISCUSSIONS  

Results reveal wage as a significant determinant of potential growth and 
potential inflation, an indication that short-term wage misalignments transmit 
cyclical shocks to inflation and growth. Remittances are found to significantly 
impact potential growth, either through money supply or the financial sector. 
For, there is a need to restrain their inflows to optimum levels (Lare-Lantone, 
2016) to avoid their adverse effects, including the weakening of monetary 
policies (Barajas et al., 2016.) Potential inflation is more sensitive to monetary 
policy than fluctuations in the financial sector. At the same time, credit-
financing substantially affected potential growth without significant 
inflationary pressures, urging the need to ease credit financing, especially 
within the WAEMU where it has been more restrictive. Globally, all these 
countries’ trades were too marginal to affect their potential growths and 
differences in their exchange rate regimes did not determine the impact 
remittances exert on their economies neither. For the Abidjan-Lagos Corridor, 
FDI is a significant determinant of potential growth but not of potential 
inflation, suggesting that its countries can finance their growth with foreign 
capital without causing significant inflationary pressures 

From policy perspective, these findings imply that promoting potential 
growth requires stabilizing wage and sustaining potential output in order to 
control inflation regardless of the exchange rate regime. It also requires easing 
interest rate to promote credit financing, maintaining remittances and FDI 
inflows at optimum levels, and promoting sub-regional trade to its positive 
impact triggering threshold level. 
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VI CONCLUSION 

This paper found remittances to significantly determine potential 
growth along with wage, interest rate, and FDI. It also found potential 
inflation, through which remittances’ transitory influences are channeled, to be 
significantly determined by potential output gap and potential wage gap.  

The main policy implication is that, sustaining potential growth calls for 
stabilizing wage, easing credit financing, keeping remittances and FDI inflows 
at optimum levels, and expanding sub-regional trade.  

 

Table 2.  Dependent Variable: PGROWTH 

Variable Coefficients 

 Region Corridor 

INT(-1) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
 0.85 0.90 0.94 0.60 0.68 0.63 0.75 8.31 6.39 4.97 14.5 6.76 6.78 1.37 
WAGE(-1) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
 1.20 0.77 1.18 1.18 -0.0 -0.1 0.42 4.51 1.44 0.87 -0.91 1.76 1.43 3.16 
REM(-1) -0.7 -1.0 -1.0 -0.5 0.37 -0.1 0.47 -0.6 -0.4 -0.5 -0.3 -0.6 -0.5 -0.6 
 -0.8 -0.9 -0.9 -0.6 0.24 -0.0 0.32 -5.9 -0.9 -1.2 -2.9 -2.5 -1.6 -4.6 
OPEN(-1)  19.6       -5.2      
  0.52       -0.5      
TRADE(-1)   -0.3       -0.0     
   -0.6       -0.1     
FDI(-1)    2.45       -11    
    1.17       -2.6    
EXCH(-1)     0.05       0.00   
     0.83       0.05   
CPI(-1)      0.92       -0.0  
      0.34       -0.1  
POP(-1)       0.00       0.00 
       0.99       0.00 
R-sq. 0.90 0.91 0.92 0.94 0.93 0.91 0.93 0.95 0.96 0.95 0.99 0.95 0.95 0.95 
Adj. R-sq. 0.71 0.61 0.62 0.74 0.67 0.59 0.71 0.92 0.89 0.88 0.97 0.88 0.88 0.88 
D-W  3.43 2.89 2.82 2.53 4.13 3.82 4.19 2.87 2.41 2.81 1.24 2.91 2.77 2.87 
Values in italics are t-statistics. 
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Source:  Author’s estimations using IFS, WDI,DOT, WEO, and Penn Table data. 

Table 3. Region - Dependent Variable: PINFL 

Variable Coefficients 
OGAP 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
 2.18 2.58 3.15 2.84 2.51 2.24 3.02 3.11 2.15 
IGAP -0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
 -1.26 -0.66 -1.81 -0.18 -1.52 -1.23 -0.85 -1.10 -1.23 
WGAP -0.00 -0.00 -0.00 -0.00 -0.00 -0.00 -0.00 -0.00 -0.00 
 -0.89 -0.52 -1.41 -1.81 -0.91 -0.90 -1.34 -1.89 -0.47 
RGAP -0.00 -0.00 0.00 -0.00 -0.00 -0.00 -0.00 0.00 -0.00 
 -0.14 -0.41 0.13 -0.78 -0.20 -0.28 -0.43 0.92 -0.43 
FDI 0.49 0.35 -0.27 0.33 0.71 0.34 -0.17 -1.32 -0.21 
 0.19 0.17 -0.16 0.26 0.33 0.15 -0.09 -0.78 -0.09 
OPEN 22.1 22.8 20.4 12.5 21.8 25.0 22.6 25.8 12.7 
 1.01 1.20 1.33 1.00 1.19 1.04 1.41 1.36 0.57 
POP -0.00 -0.00 -0.00 -0.00 -0.00 -0.00 -0.00 -0.00 -0.00 
 -1.14 -1.28 -1.60 -0.64 -1.52 -1.26 -1.51 -1.56 -1.25 
TGAP 0.00         
 0.13         
BTRGAP  -0.54        
  -0.50        
CTRGAP   -0.04       
   -0.50       
GTRGAP    -1.16      
    -1.44      
MTRGAP     -0.11     
     -0.40     
NTRGAP      -0.17    
      -0.32    
RTRGAP       -0.11   
       -0.67   
STRGAP        -0.26  
        -0.70  
TTRGAP         -0.02 
         -0.21 
R-sq. 0.75 0.80 0.88 0.92 0.81 0.74 0.86 0.93 0.74 
Adj. R-sq. 0.03 0.25 0.53 0.70 0.30 0.03 0.47 0.67 -0.01 
D-W  3.84 4.11 4.03 4.02 3.73 4.12 3.98 4.24 2.92 
Values in italics are t-statistics. 
Source:  Author’s estimations using IFS, WDI,DOT, WEO, and Penn Table data. 
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Table 4. Region - Dependent Variable: PINFL 

Variable Coefficients 
OGAP -0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
 -0.05 1.19 0.29 -0.29 -0.09 1.10 1.29 1.61 0.85 

MGAP 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
 1.04 1.16 0.00 0.53 0.65 2.04 2.01 1.50 1.60 
WGAP 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
 0.40 0.45 -0.27 0.37 0.53 0.47 -0.54 -1.12 -0.43 

RGAP 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
 -0.71 0.48 -0.30 -0.02 0.46 0.46 -0.21 0.68 0.21 

FDI -1.21 -1.94 -0.79 -1.28 -1.90 -2.20 -1.45 -1.36 -2.39 

 -0.49 -0.90 -0.34 -0.25 -0.80 -1.05 -1.08 -1.05 -0.79 

OPEN -1.96 31.0 8.62 -24.2 -4.83 28.6 15.7 14.0 26.3 

 -0.07 0.93 0.34 -0.23 -0.18 1.01 0.91 0.90 0.71 

POP 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

 0.56 -0.79 -0.16 0.20 0.48 -1.03 -0.82 -0.99 -0.38 

TGAP -0.00         

 -0.77         

BTRGAP  -1.05        

  -1.02        

CTRGAP   0.14       

   0.37       

GTRGAP    2.69      

    0.33      

MTRGAP     0.25     

     0.74     

NTRGAP      -0.47    

      -1.28    

RTRGAP       -0.07   

       -0.93   

STRGAP        -0.32  

        -1.52  

TTRGAP         0.05 

         0.76 

R-sq. 0.81 0.89 0.88 0.80 0.88 0.93 0.97 0.97 0.91 

Adj. R-sq. 0.17 0.52 0.45 0.19 0.45 0.70 0.89 0.85 0.59 

D-W 3.41 3.28 3.20 3.58 3.59 2.43 2.26 1.77 3.12 
Values in italics are t-statistics. 
Source:  Author’s estimations using IFS, WDI,DOT, WEO, and Penn Table data. 
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Table5. Corridor - Dependent Variable:PINFL 

Variable Coefficients 

OGAP -0.00 -0.00 -0.00 -0.00 -0.00 -0.00 0.00 0.00 0.00 0.00 0.00 0.00 
 -0.28 -0.41 -0.41 0.07 -0.31 -0.54 0.55 0.36 0.44 0.39 0.84 1.40 
IGAP 0.00 -0.00 -0.00 0.00 -0.00 0.00       
 0.09 -0.01 0.42 0.80 -0.00 0.28       
MGAP       0.00 0.00 0.00 0.00 0.00 0.00 
       1.08 1.09 0.92 0.37 1.30 1.48 
WGAP 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
 1.03 0.89 0.63 1.02 1.09 0.05 1.84 1.44 1.65 1.78 1.58 2.06 
RGAP 0.00 0.00 0.00 0.00 0.00 0.00 -0.00 0.00 0.00 0.00 0.00 0.00 
 0.35 0.31 0.67 0.68 0.28 0.37 -0.17 -0.21 0.03 -0.09 -0.46 -1.18 
FDI -7.97 -7.91 -8.83 -5.45 -8.20 -8.70 -5.00 -5.19 -5.71 -5.33 -2.92 -0.18 
 -1.05 -1.10 -1.09 -0.70 -1.08 -0.90 -0.72 -0.79 -0.80 -0.77 -0.31 -0.03 
OPEN 1.36 -2.13 -6.10 -1.76 0.42 -25.4 13.1 6.11 11.1 13.5 8.92 27.7 
 0.04 -0.06 -0.17 -0.05 0.01 -0.45 0.49 0.27 0.48 0.58 0.31 0.92 
POP 0.00 0.00 0.00 0.00 0.00 0.00 -0.00 0.00 0.00 0.00 0.00 0.00 
 0.32 0.41 0.50 0.32 0.35 0.41 -0.17 0.02 -0.08 -0.14 -0.19 -1.08 
TGAP -0.00      -0.00      
 -0.15      -0.27      
BCTGAP  0.13      0.12     
  0.28      0.31     
CCTGAP   -0.15      -0.06    
   -0.65      -0.43    
GCTGAP    -0.09      -0.04   
    -1.26      -0.60   
RCTGAP     0.00      0.18  
     0.02      1.03  
TCTGAP      0.03      -0.08 
      0.23      -0.88 
R-sq. 0.46 0.50 0.37 0.46 0.46 0.43 0.62 0.64 0.58 0.60 0.32 0.39 
Adj. R-sq. 0.22 0.28 0.10 0.21 0.20 0.17 0.45 0.48 0.39 0.42 0.01 0.12 
D-W 1.67 1.70 1.94 2.46 1.59 2.13 1.70 1.81 1.86 1.72 1.85 2.40 
Values in italics are t-statistics. 
Source:  Author’s estimations using IFS, WDI,DOT, WEO, and Penn Table data. 
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