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Abstract

The relationship between government revenue and government expenditure has

attracted a lot of interest given its policy relevance, particularly with respect to budget

deficits. The goal of this paper is to investigate evidence for causality between

government revenue and government expenditure within a multivariate framework by

modelling them together with gross domestic product for 12 developing countries. Our

application of the Toda and Yamamoto (1995) test for Granger causality reveals support

for the tax-and-spend hypothesis for Mauritius, El Salvador, Haiti, Chile and Venezuela.

For Haiti, there is evidence for the spend-and-tax hypothesis, while for Peru, South

Africa, Guatemala, Uruguay and Ecuador there is evidence of neutrality.

Previous article View issue table of contents Next article 

 Log in  |  Register



About Cookies On This Site

We and our partners use cookies to enhance your website

experience, learn how our site is used, offer personalised

features, measure the effectiveness of our services, and

tailor content and ads to your interests while you navigate

on the web or interact with us across devices. You can

choose to accept all of these cookies or only essential

cookies. To learn more or manage your preferences, click

“Settings”. For further information about the data we collect

from you, please see our Privacy Policy

Accept All

Essential Only

Settings

https://www.tandfonline.com/action/showCart?FlowID=1
https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/raec20
https://www.tandfonline.com/loi/raec20
https://www.tandfonline.com/toc/raec20/38/3
https://www.tandfonline.com/toc/raec20/38/3
https://www.tandfonline.com/journals/raec20
https://www.tandfonline.com/author/Narayan%2C+Paresh+Kumar
https://www.tandfonline.com/author/Narayan%2C+Seema
https://www.tandfonline.com/action/showCitFormats?doi=10.1080%2F00036840500369209
https://doi.org/10.1080/00036840500369209
https://www.tandfonline.com/action/clickThrough?id=5931&url=%2Fr%2Fsubjectsample-efbi&loc=%2Fdoi%2Fabs%2F10.1080%2F00036840500369209&pubId=44244079&placeholderId=1074&productId=3092
https://www.tandfonline.com/doi/full/10.1080/00036840500369209?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/00036840500369209?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/00036840500369209?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/00036840500369209?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/00036840500369209?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/00036840500369209?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/00036840500369209
https://www.tandfonline.com/doi/full/10.1080/00036840500368904
https://www.tandfonline.com/toc/raec20/38/3?nav=tocList
https://www.tandfonline.com/doi/full/10.1080/00036840500367781
https://www.tandfonline.com/
https://www.tandfonline.com/action/showLogin?uri=%2Fdoi%2Fabs%2F10.1080%2F00036840500369209
https://www.tandfonline.com/action/registration?redirectUri=%2F
https://www.informa.com/privacy-policy/


Acknowledgements

We would like to thank Professor Mark Taylor and a referee of this journal for helpful

comments and suggestions on earlier versions of this paper.

Notes

 Payne (1997), to the best of our knowledge, is the only study that models government

revenue and government expenditure together with GDP.

 The Im et al. (2003) panel unit root test was also undertaken for the 3 series. We

found that all the three variables were non-stationary at the 10 per cent level or better.

Detailed results are available from the authors upon request.
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