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Abstract

In this study, we attempted to explain the increase in public
spending in Algeria by testing the validity of Wagner's well-known
law on Algerian economic data during the period 1990-2024. (It
should be noted that the data related to public spending for the years
2022 to 2024 are estimates from the Ministry of Finance and are not
final, as their results are subject to budget control laws.) Our
objective in this study was limited to verifying the validity of this
law through the Goffman and Musgrave formulas, which are among
the most important formulas for demonstrating the validity of
Wagner's law. Therefore, we used econometric methods, where we
measured the causal relationship between Gross Domestic Product
(GDP) and Public Spending (EXP). We then used cointegration
testing and the Error Correction Model (ECM). The results showed
that Wagner's law was confirmed by both formulas. According to
Goffman's formula, a one-unit increase in GDP corresponds to a
4.132-unit increase in absolute public spending. Similarly,
Musgrave's formula indicates that a one-unit increase in GDP leads
to a corresponding increase in absolute public spending.
Government spending increased by 1.0331 units.

Keywords: Wagner's Law, Public Expenditure, Gross Domestic
Product, ECM Error Correction Model.

JEL classification codes: C520 — E60- HO5.
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VAR Granger Causality/Block Exogeneity Wald Tests
Dependent variable: LOG_GDP_CA
Excluded Chi-sq df Prob.
LOG_EXP 0.874705 2 0.6457
All 0.874705 0.6457
Dependent variable: LOG_EXP
Excluded Chi-sq df Prob.
LOG_GDP_CA 10.64550 2 0.0049
All 10.64550 2 0.0049
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VAR Granger Causality/Block Exogeneity Wald Tests
Dependent variable: CROI_EXP_TO_GDP

Excluded Chi-sq df Prob.

GDP_CA 12.30403 2 0.0152
Dependent variable: GDP_CA

Excluded Chi-sq df Prob.

CROI_EXP_TO_GDP 4.882333 2 0.2996
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(10) Jssa
jidal) Jalsill aganl) LA il

F-Bounds Test

Null Hypothesis: No levels relationship

Critical value bounds
Test Statistic Signif. 1(0) I(1)
F-statistic = 4.530475 |10% 3.02 3.51
K=1 5% 3.62 4.16
2.5% 4.18 4.79
1% 4.94 5.58

Eviews10.0 cilsjia 1 jaaal)

WDl 25ag e S e 17 dgall) Clalaa paii
bl zisas pa 5 dishall da¥) & dss
Glgadll SN Hlaai¥l #isas e alae¥h
ok LS aniln oS 85 ARDL dejsall i3l
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(Ts) 2024-1990 5l sl (b (agand) BEY) 5ab) qun yanll Ji2 18 (5 L33

ARDL Long Run Form and Bounds Test

Selected Model: ARDL(2, 4)

Levels Equation

Case 2: Restricted Constant and No

Trend Sample: 1990-2024

Variable Coefficient Std. Error | t-Statistic | Prob.
Gdp_cap 1.033144 0.109902 {9.400562 |0.000
C 12.97- 1.411810 |9.19362- {0.000

EC = exp/gdp - (1.0331*gdp_cap - 12.97)
Eviews10.0 s i jaaal)
Jare dalee of 22ad0 Joghall JaY1 Glades DA (10
oo Ll s Jaa¥! sl il o ) Casea
Flea ¥ Aaall bl e Loui€ oSl BUY) Jana
o 5 Ligira (grine dic digina Bakall daleall (558

Basly Bangs Dl Cueal aas 8Ly O e Lo sag
Ul ans o cagSal) BUY) Jana 500y ) 525
Baay 1.03 o JleaY) sl
tok LS culS s il UV clades oo

(12) Jsaad
sadll JaY) cilales

ARDL Error Correction Regression
Dependent Variable: D(EXP/GDP)
Selected Model: ARDL(4, 3)

Case 2: Restricted Constant and No Trend

Included observations: 31

ECM Regression

Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(EXPTOGD(-1)) 0.309133 0.147460 2.096395 0.0478
D(EXPTOGD(-2)) -0.277043 0.146774 -1.887547 0.0723
D(EXPTOGD(-3)) 0.454156 0.166254 2.731703 0.0122

D(GDP) -0.198490 0.143129 -1.386793 0.1794

D(GDP(-1)) -0.104283 0.193881 -0.537872 0.5961
D(GDP(-2)) -0.605949 0.199018 -3.044690 0.0059
CointEq(-1)* -0.386735 0.100435 -3.850586 0.0009
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D)

R-squared 0.484790 Mean dependent var 0.013113
Adjusted R—squared 0.355987 S.D. dependent var 0.040174
S.E. of regression 0.032240 Akaike info criterion -3.835535
Sum squared resid 0.024946  Schwarz criterion -3.511732
Log likelihood 66.45080 Hannan—Quinn criter. -3.729984
Durbin-Watson stat 2.369883

(Ts) 2024-1990 5l sl (b (agand) BEY) 5ab) qun yanll Ji2 18 (5 L33
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