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The relationship between government spending and economic

growth between Wagner and Keynes
An applied study on non-oil Arab countries using the ARDL
method

Assist. Prof. Dr. Ibrahim Mohammed Al-Hassoon
Business and Economics College
Qassim University/Kingdom of Saudi Arabia
Abstract:

This paper aims to identify the relationship between government spending and
economic growth in some non-oil Arab states. It also examines the direction of this
relationship, which is argued by two theoretical viewpoints, namely Wagner's Law and
the Keynesian hypothesis. The study uses cross-panel data during the period 1970-2017
for 10 countries. It also employed the Autoregressive Distributed Lag (ARDL) and the
cross-panel data models for estimating the study which was based on the findings of
previous studies in this field. The study revealed that that there is a long-run relationship
moving towards government spending to GDP, which supports the Keynesian theory

and rejecting the non-applicability of Wagner's Law to the group of these countries.

Keywords: Wagner's Law, the Keynesian hypothesis, government spending, non-oil
Arab states, ARDL.
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MG PMG DFE
Long-Run
GDP 0.8351 0.298** -0.2665
(0.762) (0.1226) (0.3307)
EXPRT -0.7335 -0.1836* -0.0716
(0.4897) (0.1018) (0.2374)
Short-Run
ECT -0.2345*** | -0.1075** | -0.0799***
(0.0673) (0.0482) (0.022)
D.GDP -0.7732*** | -0.7583*** | -0.7787***
(0.1608) (0.1902) (0.0932)
D.EXPRT -0.0055 -0.0129 -0.006
(0.0305) (0.0297) (0.0312)
CONSTANT 0.9347 0.1744*** | (0.5642***
(0.6111) (0.067) (0.1543)
Number of obs 282
Number of groups 6
Obs per group: min 47
Log Likelihood 390.5396
Hausman Test
PMG vs DFE | MG vs DFE | PMG vs MG
chi2(2) 8.78 0.01 6.76
Prob>chi2 = 0.02097 0.996 0.034
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MG PMG DFE
Long-Run
GOV -2.3983 0.2765*** -0.1884
(1.8987) (0.075) (0.166)
EXPRT 0.523** 0.6711*** | 0.6143***
(0.2492) (0.0168) (0.0579)
Short-Run
ECT -0.1365** -0.1263** -0.079***
(0.061) (0.0569) (0.0126)
D.GOV -0.2272** -0.2507*** | -0.2259***
(0.0894) (0.0744) (0.03)
D.EXPRT 0.0018 -0.0028 0.042**
(0.0279) (0.0264) (0.0169)
CONSTANT 0.8146*** 0.5668** 0.5064***
(0.2513) (0.2556) (0.0811)
Number of obs 282
Number of groups 6
Obs per group: min 47
Log Likelihood 390.5396
Hausman Test
PMG vs DFE | MG vs DFE | PMG vs MG
chi2(2) 5.02 0 3.24
Prob>chi2 = 0.0415 0.9997 0.1977
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