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Testing the Wagner law in Algeria: econometric study during the period 1970-2018
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Abstract:

The aim of this study is to examine the Wagner law for the relationship between economic growth
and government expenditure in the case of Algeria for period 1970-2018, using co-integration analysis
based on Johansen-juselius (1990) test and Saikkonen-Lutkepohl (2001) test and both of causality in time
domain (Lutkepohl procedure and Toda-Yamamoto-Dolado-Lutkepohl TYDL test) and causality in
frequency domain based on Breitung-Candelon (2006) procedure.

This study discovers that there is a long run relationship between the two variables, it is also found

that there is a uni-directional causality running from economic growth to government expenditure in the

long run term using the frequency domain causality which support the Wagner law, while there is a bi-
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directional causality between them using the time domain causality which support both Wagner law and
Keynes hypothesis in the long run term.

Keywords: Economic growth; Government expenditure; Wagner law; Causality.
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