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Abstract

Econometric studies are based upon hypothesis related to dependent and independent
variables, in addition to the error term. Not fulfillment of a hypothesis leads to one of
the problems in Econometrics. The problem of Heteroskedasticity that was studied by
the researcher was based upon non-fulfillment of a hypothesis related to the error term

and its relation to dependent variables. The model was expected to suffer from



Heteroskedasticity as it consists of unstable functions together with time series and
sector data. It is known that Heteroskedasticity leads to insufficiency of estimated
parameters and low level confidence in probability tests and hence we cannot depend
upon the limit of confidence. The ordinary least-square method is inappropriate for
these parameters estimation.

The hypothesis of the study was that "there exists a Heteroskedasticity in all the
model functions and the causal relation between dependent and independent
variables". The methodology employed was econometric methods that include
identifying, estimating and evaluating the model parameters then testing the problem
of Heteroskedasticity and find suitable solutions.

In this work the researcher has studied the problem of Heteroskedasticity and applied
it to the General Domestic Production data for the years 1975 — 2006 as a model. His
thesis consists of an introduction containing the research plan and four other chapters.
In chapter one the researcher discussed the theoretical framework for
Heteroskedasticity where he stated the concept, causes and its consequences together
with identification and methods to eliminate it. The theoretical framework for the
constituents of the General Domestic Production was explained in chapter two. In the
third chapter, he specified and described the model and the appropriate methods for its
measurement. In chapter four the model was studied using the Two-stage Least
Square method. The model was then subjected to the statistical and theoretical
standards and the White Heteroskedasticity Test was employed to test all the
equations of the model. The study revealed that the model suffers from
Heteroskedasticity in all of its equations. This problem was resolved by taking the
logarithm after omitting all non-effective parameters. The results obtained for the
estimated parameters agreed well with the hypotheses set by the researcher. The
researcher recommended that further studies that include all the problems related to
Econometrics and their interrelation should be carried out on General Domestic
Production. Such studies should be based on accurate statistical data
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