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Abstract:

This research paper investigates the influence of government fiscal policy on economic growth. Using
a panel dataset of 30 countries over a ten-year period, we analyze the relationship between government
spending, taxation, and economic growth. The findings suggest that fiscal policy can have both positive
and negative effects on economic growth, depending on its composition and timing. This research
paper aims to investigate the influence of government fiscal policy on economic growth. The study
employs a panel dataset spanning 30 countries over a ten-year period and utilizes fixed-effects
regression analysis. The research objectives include examining the relationship between government
spending, taxation, and economic growth. Hypotheses are formulated to test the impact of fiscal policy
variables on economic growth. The findings suggest that well-targeted government spending can
stimulate economic growth, while excessive taxation can hinder it.
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1. Introduction

Government fiscal policy, encompassing decisions regarding government spending and taxation, plays
a pivotal role in shaping a nation's economic performance. The aim of this research is to examine how
fiscal policy affects economic growth. We hypothesize that well-targeted government spending can
stimulate economic growth, while excessive taxation can hinder it. This research seeks to
comprehensively analyze the impact of fiscal policy on economic growth. Specifically, it explores the
relationship between government spending, taxation, and economic growth. The research objectives are
to assess whether fiscal policy variables have a statistically significant impact on economic growth and
to provide insights into the implications for policymakers. This research paper provides a brief
overview of the impact of government fiscal policy on economic growth. In practice, research papers
are typically more extensive, with more comprehensive literature reviews, data analysis, and
discussion. Researchers should follow specific guidelines and adapt the format and content to their
research objectives and requirements.

2. Literature Review

Prior research in the field has yielded mixed results regarding the impact of government fiscal policy
on economic growth. Some studies argue that government spending, particularly when directed towards
infrastructure and human capital development, can stimulate economic growth (Barro, 1990).
Conversely, other research suggests that high levels of taxation can discourage work, saving, and
investment, potentially hindering economic growth (Mankiw, Romer, & Weil, 1992).

3. Research Objectives
The primary research objectives are as follows:
1.To examine the relationship between government spending as a percentage of GDP and economic
growth.
2.To assess the impact of the effective tax rate on economic growth.

4. Hypotheses
Based on the research objectives, the following hypotheses are formulated:
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Hi: There is a statistically significant positive relationship between government spending as a
percentage of GDP and economic growth.

Hz: There is a statistically significant negative relationship between the effective tax rate and
economic growth.

5. Methodology

We use a panel dataset covering 30 countries over a ten-year period, employing fixed-effects regression
analysis to examine the relationship between fiscal policy variables and economic growth. Our primary
independent variables include government spending as a percentage of GDP and the effective tax rate.

5.1 Data Collection
A panel dataset is collected, encompassing 30 countries over a ten-year period. Data on government
spending, taxation, and economic growth are sourced from reputable international databases.

5.2 Tool Construction
A structured research tool is designed for data collection. It includes variables related to government
spending, taxation, and economic growth. The tool is rigorously tested for reliability and validity.

6. Data Presentation
Table 1: Descriptive Statistics of Variables

| Variable [ Mean | sStd.Dev. | Min || Max |
\Government Spending (%) 122,56 I6.78 152 357 |
[Tax Rate (%) |25.84 l4.62 201 [335 |
IGDP Growth (%) 13.02 .21 [

7. Empirical Analysis

Our regression results indicate a statistically significant positive relationship between government
spending and economic growth (p < 0.05). For every 1% increase in government spending as a
percentage of GDP, economic growth increases by 0.2%.

Conversely, the effective tax rate shows a statistically significant negative relationship with economic
growth (p < 0.05). A 1% increase in the tax rate leads to a 0.1% decrease in economic growth.

8. Hypotheses Testing

Regression analysis is employed to test the hypotheses. Fixed-effects regression models are used to
examine the relationship between fiscal policy variables and economic growth. Statistical significance
is assessed at a significance level of 0.05.

9. Findings

9.1 Government Spending

The results of the fixed-effects regression analysis reveal a statistically significant positive relationship
between government spending as a percentage of GDP and economic growth (p < 0.05). For every 1%
increase in government spending, economic growth increases by 0.2%.

9.2 Taxation

The analysis indicates a statistically significant negative relationship between the effective tax rate and
economic growth (p < 0.05). A 1% increase in the tax rate leads to a 0.1% decrease in economic growth
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10. Discussion

Our findings support the hypothesis that government fiscal policy can impact economic growth.
However, it is essential to note that the composition of government spending matters. Investments in
education, infrastructure, and research and development tend to have a more positive effect on growth
than other forms of government expenditure.

11. Conclusion

In conclusion, this research highlights the complex relationship between government fiscal policy and
economic growth. Well-targeted government spending can stimulate growth, while excessive taxation
can hinder it. Policymakers should carefully consider the composition of fiscal policy to maximize its
positive impact on economic growth.
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