













































































































































































Rodowicz

the percentage of operating profits expended on interest pay-
ments. The coefficient b, represents the partial effect on Y
caused by a change in the percentage of operating profits
expended on interest payments.

The Park test is run using the following regression:

Ine?=a+blnX

The natural log is represented by In. If the coefficient of the
independent variable, b, turns out to be statistically signifi-
cant, it would suggest that heteroscedasticity is present in the
data. The park test is a two-stage procedure. First, the normal
regression equation is run to obtain e. Then the preceding
equation is run using the natural log of e? and the natural log
of the independent variable.

To perform this the Goldfeld Quandt test, the data are
divided into two samples, one with the low values and the
other with the high values. A separate regression is then run
for each set of data. ESS is then calculated. An F value is
then determined:

F = ESS, | ESS,

An F value greater than the critical value as determined in
the F table would indicate the presence of heteroscedasticity.
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