Taylor & Francis
e Online & !

Home P All Journals » Economics, Finance & Business P Applied Economics P List of Issues
» Volume 36, Issue 19 P Economic growth and government expenditu ....

Applied Economics >
Volume 36, 2004 - Issue 19

1,088 52 4

Views  CrossRef citations to date Altmetric
Original Articles

Economic growth and government
expenditure: evidence from a new test

specification

Mahmoud Wahab
Pages 2125-2135 | Published online: 02 Feb 2007

66 Cite this article https://doi.org/10.1080/0003684042000306923

Sample our
Economics, Finance,

Business & Industry Journals

>> Sign in here to start your access
to the latest two volumes for 14 days

B Full Article [ia) Figures & data & References 66 Citations Ll Metrics

& Reprints & Permissions Read this article

Abstract

A new test specification of Wagner's Law of Public Expenditure has been formulated.
The aim is to disentangle the effects of accelerating and decelerating economic growth
on growth in government expenditure. Two alternative proxies for the state of the
economy are experimented with. The first defines the current state of the economy by
relating it to its historical mean growth rate, while the second defines it relative to a
pooled time-series/cross-sectional mean growth rate. This distinction is then explicitly
incorporated into an error correction model that parameterizes the bivariate relation
between government expenditure and economic growth for alternative OECD country
groupings. The results suggest that government expenditure increases less than

proportionately with accelerating economic growth and decreases more than
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proportionately with decelerating economic growth. There is only a limited support for

Wagner's Law.
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