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Abstract

The research aims to study the reciprocal relationship between government spending and economic
growth in two different periods, in which fiscal policy differs considerably, and then to study the impact of
the alteration in fiscal policy on the causal relationship between government spending and economic
growth. The research uses quarterly data series for the Egyptian economy for the period from 2002 to 2023,
which was divided into two periods according to fiscal policy orientations. The Toda-Yamamoto test was
used to study the causal relationship between the variables, in addition to using the autoregressive
distributed lagged model (ARDL) to estimate the parameters of the relationship between government
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spending, both its consumption and investment components, and economic growth. The research
concluded that in the first period (2002-2013), the economic growth has a negative and significant impact
(-12.59) on the growth of government investment. Similarly, the effect of economic growth on the growth
of government consumption spending was negative and significant (-2.44), which is a natural result
according to the Keynesian hypothesis, which assumes that government spending, especially investment
spending, is different from economic fluctuations. However, the second period (2014-2023) witnessed a
radical change in the relationship between the variables, as the effect of economic growth on government
investment spending turned into a positive effect (+5.77), which contradicts the Keynesian hypothesis and
is consistent with Wagner’s law. The relationship between output growth and government consumer
spending also turned into an insignificant relationship. In the end, the study recommends reconsidering the
directions of fiscal policy, especially with regard to government investment and its stimulating role for
private investment, and the balancing role of government spending in general to achieve economic stability.

Keywords: government spending, economic growth, Wagnet's law, Keynesian hypothesis, Toda-
Yamamoto, ARDL.
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Version Variables
1. Peacock-Wiseman Traditional Version [1961] E = { [GDP]
2. Pryor Version [1969] C =t [GDP]
3. Goffman Version [1968] E = f[GDP/P]

4 Musgrave Version [1969]

E/GDP = f [GDP/P]

5. Gupta-Mitches Version [1967]

E/P = f [GDP/P)

6. Mann version [1980]

E/GDP = f [GDP]

Source: Authors’ summary from theory. Where, E = Government total expenditure

P = Population C = Government consumption expenditure GDP = Gross Domestic

Product.

Source: (Mama et al., 2022). : Gk
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190 Al Yalaall e (Y D9l HLasY paall (5,8 090 Eus
Ail + )LiZ + Ai3 + )Li4 + AiS + ){i6 + Ai7 - 0
el e lpiiall o 21 Absb B8Me 3929 pue JI ado Sl
1 dludl) U -0
Bu>gll e ylas G‘:U’J \-5
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e N Je S
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Augmented Dickey-Fuller test statistic

Level 1* difference
variable Interce | Interce | none | Interce | Interce | none
pt pt & pt pt&
trend trend
Y t- 4.0033 2.6625 | 4.1190 | 0.7912 -2.4153 | 1.531
Statisti 8

C

Prob 1.0000 1.0000 | 1.0000 | 0.9933 0.3688 | 0.968

2

gi t- 2.9972 -0.0076 | 4.7651 | -12.6214 | -13.9696 -
Statisti 4.465

C 7

prob 1.0000 0.9955 | 1.0000 | 0.0001 0.0001 | 0.000
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Y.YY
gc t- 7.6615 3.3914 | 11.469 | 1.9835 | -15.0402 | 2.686
Statisti 7 9
C
Prob 1.0000 1.0000 | 1.0000 | 0.9998 0.0001 | 0.998
1
gy t-
Statisti -
c -4.2853 | -4.2604 | 2.2183 - - -
Prob 0.0009 0.0059 | 0.0264 - - -
gg t-
C Statisti -
c -5.3614 | -5.4058 | 2.0359 - - -
prob 0.0000 0.0000 | 0.0407 - - -
ggi t- -
Statisti - 8.462
c -1.4189 -1.8738 | 0.8169 | -8.4023 | -8.5793 1
Prob 0.000
0.5687 0.6581 | 0.3588 | 0.0000 0.0000 0
g t-
M | Statisti -
c -9.5829 | -9.5282 | 4.4325 - - -
prob 0.0000 0.0000 | 0.0000 - - -
gX t-
Statisti -
c -9.6627 | -9.6163 | 9.4828 - - -
prob 0.0000 0.0000 | 0.0000 - - -
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PD t- -
Statisti - 3.391
c -1.8398 -2.1803 | 0.5148 | -3.3811 -3.3060 9
prob 0.001
0.3583 0.4920 | 0.4897 | 0.0153 0.0745 0
D t- -
D | Statisti - 6.531
C 1.2896 -0.7258 | 1.5712 | -6.7188 -7.2201 9
prob 0.000
0.9984 0.9668 | 0.1066 | 0.0000 0.0000 0
RR t-
Statisti -
c -7.8652 | -7.8532 | 7.8708 - - -

prob 0.000 0.000 0.000 - - -

27 difference

Y t- -3.9784 | -4.3140 -
Statisti 3.7360

C - - -

prob 0.0025 0.0051 | 0.0003 - - -

gc t- -10.3284 | -10.4517 -
Statisti 10.228

C - - -

prob 0.0001 0.0000 | 0.0000 - - -
EViewsgely Olryse 10b>Wl jauasll

Jdang U g3 Juan (29 I Syl die Olpiinll paany Dlydil Jgall Tz g9

a9 Shaball gad Jhang ol ddoxall A guudl god Juaag (290! (§Mgrudl 3LaSYI god
Sl 258 BLBYI 9 JgYI Bl i Bytuns il piiall G OF S ¢ bl 55
Al domedl ! dewdy Ul 1 pladl cpadl dewdy Sl L";js.xll Bl g3 Jdany
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:Toda-Yamamoto 4w ylis ¥-0

Gl 3asYly JlaxYl Jovall g lpsite o duadl HLas slyz] o Ll 3
29 Wlgmall Jaadl suadl jlasb HlasYl g Cus 2551 gl 3lasYly (29S|
S0 4)_9_&:.0 S giun Jic EViews Gob_)) f‘..).zi.wb ulid\ C)l_s:,uﬂ\ ade (1) ("é) Jgu=|

lgzmal) J2e1 suadl (1) Jgur
Sample: 2002Q3 2013Q4

Lag LogL. LR FPE AIC SC HQ

- 22.531 6.55e+  58.5792 60.647  59.3152
5 1065.006 38* 21% 9 82% 6

- 4298062 9.53e+  58.8267  61.2831  59.7006
6 1060.708 7 21 3 1 9

- 10.0309 9.95e+  58.6734 615177  59.6854
7 1048.796 7 21 8 1 3

- 15.2353 6.65¢e+ 57975  61.2072 59.125
8 1026.529 5 21 21* 9 16%*

Sample: 2014Q1 2023Q2

Lag LogL LR FPE AIC sC HQ

- 17.579 1.43e+  68.4963  70.6511  69.2311
5 1116.437 52% 26 2 8 9

- 12.8246 1.25e+  68.1707  70.7296  69.0434
6 1101.903 8 26 6 5 1
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- 7.23326 1.58e+  68.0974  71.0603  69.1078
7 1091.656 4 26 0 3 4

- 15.5390 7.78e+ 66.900 70.267 68.048
8 1062.304 0 25* 25% 22% 49*

EViews@oUﬁ Ol gz 10l=WI yauadll

o 08 Ladg ¢A 2 il gzl JaeYl saall o HQj9 AIC Shlasy (s g Jgdz! 99
bl o UK dmax = 82510 0552 JWL T (2) 08158 (23131 § 923
Toda-Yamamoto ylis g5 (V) pd) Jgdae) zus g G )l o

Toda-Yamamoto ylas g&ts (V) Joi=

YOAY-Y. oY oI Aoyl B AR
Prob Chi-sq
0.008 23.68 Jomal) U1 e 35 (55l Egrd)! Gy
0.000 50.67 el B & 35 25l (§)latiad] 3L
0.005 25.13 55§l Bl e y55 el I
0.013 22.30 WY G S8 Sl @l Gyl
@55 $lgrdl
0.277 12.10 255! (et B! e 553 el LI
0.404 10.41 BwY G S5 sl $lgwd @yl
295! (lesiu!
YOYY-Y L) € AOGI daoyll B AL
Prob Chi-sq
0.001 26.86 ol U 3 35 (osSo)l Sl Byl
0.232 11.66 ool U e 55 28l (§) el G
0.565 7.69 95l Syl Bl § S35 dexall gL
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0.921 3.84 WY e S5 sl @l Gyl
295! $lgdl
0.000 50.16 55! (Glatied) G e 350 all oI
0.000 34.04 WY e S5 oSl gyl Gyl
Lﬁ;ﬁi::.” @W)Jl

EViewsgely Ol 10b>WI jauadll

de 8l 4 o8 AW dusled! Glgrgs 3 BV O diludl @bl oo miang
crta S domidl 048 ZladueYy cJudoill Jome olpiiiall (o Al ool B
Joe Slpriall g ST Glelas Dginng o8 e Bg39l) ARDL zdged gaslal oy B gun

el
4 gall gzl 93 I Hlusuil zdged 5L Y-

395l 5l sl @3 @3 GARDL gdga phisuial (1) ¢(0) ¢(£) O¥aladl a5 3
23 5 38y el sl o J2YI digb ddelS A8Me 3929 (e it bounds test

:3Y8 Jd9Vl 8al (¢£) dolas)l Bounds Test

(A) 3y J9u=

ARDL Long Run Form and Bounds Test
Dependent Variable: (GY)
Selected Model: ARDL (4,4, 1, 2,0, 4)
Sample: 2002Q4 2013Q4
Levels Equation
Case 2: Restricted Constant and No Trend

Coeffici Std.

Variable ent Error t-Statistic Prob.

GGC 0.608457 0.618642  -0.983537  0.3371
0.02120

GGI 6 0.051162 0.414495 0.6829
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GM 0.377521 0.630677  -0.598596  0.5562
0.08768
GX 9 0.096478  0.908903  0.3742
1.42706
RR 9 1.281708  1.113412  0.2787
0.02777
C 0 0.017058  1.627987  0.1192
Null Hypothesis: No levels
F-Bounds Test relationship
Test Statistic Value Signif. 1(0) 1(1)
1.45485
F-statistic 6 10% 2.306 3.353
K 5 5% 2.734 3.92
1% 3.657 5.256

EViewsgoly Ol>yse 8| VER W RWEN]

sadll Jass o J2Y Agb AdetS d8Me dgzg pie I T osla>] dod pld Cus
SNl (291 BLBYI (3 9ol Lgd Loy Byliseall dypenitl] il gitally (bl ($oLaidyl
45 87 (£) Uslaedl Bounds Test ;i golis o8y . J sV duepll 801 (3 (5yleditusdly
:‘3‘;3’6
(9) 03y Joa=>
ARDL Long Run Form and Bounds Test

Dependent Variable: (GY)
Selected Model: ARDL(3, 4, 1, 4, 4, 4)
Sample: 2014Q1 2023Q2

Levels Equation
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Case 2: Restricted Constant and No Trend

Coeffici Std.

Variable ent Error t-Statistic Prob.

GGC 0.080544 0.104639  -0.769731  0.4636
0.02584

GGI 9 0.007089 3.646321 0.0065

GM 0.193684 0.119845 -1.616124  0.1447
0.12511

GX 4 0.014614  8.561160  0.0000
0.53164

RR 0 0.103034  5.159860  0.0009
0.01623

C 1 0.002023 8.022855 0.0000

CointEq(-1)* 3.126745 0.161209 -19.39563  0.0000

Null Hypothesis: No levels
F-Bounds Test relationship
Test Statistic Value Signif. 1(0) 1(1)
Finite
Sample:
n=30

30.7094

F-statistic 2 10% 2.407 3.517

K 5 5% 291 4.193

1% 4,134 5.761

EViewsgely Ol 10b>Wl )uadll
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$oLaidyl gadll dmuy&;)”a.l:gb Aol d8Me 3929 JI F cbias>] dosd il Cus>
B sl L3 L“SJLJL.«»}’\ L”5-35.3;” @Lo.x}’\ Lg PYMIRVICRVRVEN] afw” 2l Ol paciellg (”ﬁ.&.‘;J"“" |
25551 BLBYI g3 Jame 38305 7V U 7+, Y0 o (sobaidYl gaidl sz 3] e d gV duay]]
T39aidl yelag Sgine Sl (29 BUBYI 3 sl 6 50 @) > & e loindl
L;)’S d;)’\ 8 pall (O) dalaa)! Bounds Test jaas @Lu col LS
(V) 0% Jou=
ARDL Long Run Form and Bounds Test

Dependent Variable: (GGC)
Selected Model: ARDL (2,2,2,2,2, 1, 2)
Sample: 2002Q4 2013Q4
Levels Equation
Case 2: Restricted Constant and No Trend

Coeffici Std.

Variable ent Error t-Statistic Prob.
GY 2445784 0956429  -2.557203  0.0338
GGI 0.104489 0.055946  -1.867693  0.0988
GM 0.649000 0.508896  -1.275308  0.2380
PD 0.194078 0.137826  -1.408138  0.1967
DD 0.487843 0.495529  -0.984490  0.3537

5.71981
RR 6 1.397240  4.093652 0.0035
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0.65429
C 4 0.513539  1.274088  0.2384
CointEq(-1)* 2.701694 0.197121  -13.70579  0.0000
Null Hypothesis: No levels
F-Bounds Test relationship
Test Statistic Value Signif. 1(0) 1(1)
Finite
Sample:
n=30
12.5232
F-statistic 4 10% 2.334 3.515
K 0 5% 2.794 4.148
1% 3.976 5.691

EViews@on il e (Ol=WI yuadl!

SLY! 3 goidl Juae o J2Y) doglo 4G dBDe 3929 I T sbia>] dosd il Cu
B 3 Juadl el lgd oy Byliseall Lpuddl] Olpiielly il Sl (295!
AUYI gad 2las] I 7\ @ $oLaBYl gall B35 (552 3] ¢ JoY) eyl BRI (3 sl
Sl (29! LY (3 gadl T oS5 od n> 3/ Y, 88 @ sl $gl (258l
asd) e § Ao migedl yelaig (Sgime

é)!lf A1 8 Aall (0) Uolaoll Bounds Test yuds W o LS

(\Y) p& Jou

ARDL Long Run Form and Bounds Test

Dependent Variable: (GGC)
Selected Model: ARDL (1, 2, 3, 2, 3, 3, 3)
Sample: 2014Q1 2023Q2

Levels Equation
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Case 2: Restricted Constant and No Trend
Coeffici Std.

Variable ent Error t-Statistic Prob.

GY 1.902504 0.871001  -2.184273  0.0515

GGI 0.083104 0.100400  -0.827734  0.4254

GM 0.627488 0.690154  -0.909199  0.3827

PD 0.066552 0.080790  -0.823773  0.4276
0.40705

DD 5 0.216038 1.884185 0.0862
2.62873

RR 1 1.241101 2.118064  0.0578

C 0.182647 0.172734  -1.057389  0.3130

CointEq(-1)* 1.369047 0.090281  -15.16431  0.0000

Null Hypothesis: No levels
F-Bounds Test relationship
Test Statistic Value Signif. 1(0) 1(1)
Finite
Sample:
Actual Sample Size 35 n=35

17.5661

F-statistic 0 10% 2.254 3.388
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K 6 5% 2.685 3.96
1% 3.713 5.326

EViewsgely @l ysee 10l juuasll

Syl 3 goidl Jose o J2Y) dogls 4delS dBDle 3929 I F sbiax] dod il Cu
ol Jane 5o S 31 O Y1 izl il Oolpsally Baidl $gudl (298l
Ao dgaill yelag (Sgimn e (SHlekin)l L”;_sgzj‘ Bl g0 Jdang skl SaLaidyl
sl il (3

1 3VE JoYl 84l (1) Ualaodl Bounds Test s gl <o WS

(V) 08 Jg=

ARDL Long Run Form and Bounds Test

Dependent Variable: (GGI)
Selected Model: ARDL (1, 2,2, 2,2, 1, 2)
Sample: 2002Q4 2013Q4
Levels Equation

Case 2: Restricted Constant and No Trend

Coeffici Std.
Variable ent Error  t-Statistic  Prob.
GY 12._59441 4991789  -2.523025  0.0326
GGC 4.6—89758 0.989653  -4.738788  0.0011
GM 4.4—31207 2.332421  -1.899832  0.0899
PD 1.2_23007 0.688943  -1.775193  0.1096
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DD 3.998663 2.250897  -1.776476  0.1094
31.4785
RR 4 7.821205  4.024769 0.0030
4.85749
C 4 2372538  2.047383 0.0709
CointEq(-1)* 1.540688 0.079709  -19.32895  0.0000
Null Hypothesis: No levels
F-Bounds Test relationship
Test Statistic Value Signif. 1(0) 1(1)
Finite
Sample:
n=30
26.2693
F-statistic 2 10% 2.334 3.515
K 6 5% 2.794 4,148
1% 3.976 5.691

EViewsgoly Ol>yse 10t yauasll

G § 5ol Juknn g 2 Aligls AualS Bl 3929 JI T sloas] o il o
i ($3LamBY goill Jokma Loy edylieal) Gyt lpially Judodl )t 2 9Soul
(S3LazdI! gailly 29l GUEY! (§ saill (ru (sl ol o 3315 dugh ks 48Dle)
Syl (fs n dexliell WSS Al dBMe) SMgrwdl (258l BUBYI a3 Juaay

Lol ol (§ A zdgaill gbg o 298!
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ARDL Long Run Form and Bounds Test
Dependent Variable: (GGI)
Selected Model: ARDL(3, 3, 2, 0, 3, 0, 0)
Sample: 2014Q1 2023QQ2
Levels Equation
Case 2: Restricted Constant and No Trend

Coeffict
Variable entStd. Error  t-Statistic ~ Prob.

5.77590
GY 2 2.094552  2.757583  0.0135

GGC 0.973685 0.548529  -1.775085  0.0938

0.35206
GM 8 0.618735  0.569013  0.5768

PD 0.192445 0.189741  -1.014256  0.3247

1.42224
DD 50.185120  7.682837  0.0000

RR 2.573508 0.678952  -3.790411  0.0015

C 0.797364 0.249978  -3.189740  0.0054

CointEq(-1)* 3.123348 0.319043  -9.789733  0.0000
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Null Hypothesis: No levels
F-Bounds Test relationship
Test Statistic Value Signif. 1(0) I(1)
Finite
Sample:
Actual Sample Size 35 n=35
8.48573
F-statistic 4 10% 2.254 3.388
K 0 5% 2.685 3.96
1% 3.713 5.326
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