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Abstract

What kind of issues between government spending and economic growth,
which is concerned by many scholars and relevant government
departments .Since government expenditure can promote economic growth
(the Keynesian Theory), or government expenditure is continued increasing
with the economic growth (Wagner's Law). The above statement relationship
has been no clear conclusion. In recent years, governments are used to expand
fiscal expenditure to revive economic growth but it lead to the outbreak of the
debt crisis in Europe by the end of 2009.Government departments want to use
the expansion of government spending to promote the recovery of economic
growth is good fiscal policy or planted another crisis? The study is discussing

this problem.

This article investigates the countries about that Philippines, Thailand,
Malaysia, China, the United States, Denmark and Portugal. The study period is
from 1970 to 2010. At first , we use Johansen’s cointegration test. The
empirical results show that there is a relationship between government

expenditure and GDP in the long-run equilibrium except Thailand. Second, the



results of the granger causality test show that Philippines, Thailand and China
support Wagner's Law; Malaysia, Denmark and American support the
Keynesian hypothesis; while Portugal is neither in line with. Finally, the study
use the quantile unit root test (QUR) method (Koenker and Xiao (2004)) to
explore the different quantile of government spending-income ratio. The
empirical results show that Philippines, Thailand, Malaysia and Denmark in the
high quantile, the mean reversion of the ability is better, but there is not a
constant in the low quantile; then Portugal, the U.S. and China in the low
quantile get more mean reversion effects, but in high component are not

constant.

Keywords: Government expenditure ; Economic growth ; Wagner's Law ;

Cointegration ; Granger-causality test ; Quantile unit root test
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