677
Commerce & Management Quarterly, Vol. 6, No.4, pp. 677 ~ 700 (2005)

GOVERNMENT SPENDING, FINANCIAL DEVELOPMENT, AND
ECONOMIC GROWTH IN TAIWAN

Yi-Chung Hsu
Department of Accounting

Chaoyang University of Technology

Chien-Chiang Lee
Department of Applied Economics
National Chung Hsing University

Johansen

1988 Barro and Sala-i-Martin 1992 Odedokun
1996 1967:1 2002:4

(1)

(2)



678

ABSTRACT

This paper investigates the long-run equilibrium and short-run dynamic
adjustment relationship between government spending, financial development, and
economic growth in Taiwan, using time-series data over 1967:1 to 2002:4. Our
findings are as follows: (1)the effect of government spending on economic growth
is significant in the short-run, but insignificant in the long-run; (2)the effect of
financial development on economic growth is insignificant in the short-run, but
it’s significant and positive in the long-run by adding government spending factor;
(3)the bi-directional causal relationship exists between economic growth and
financial development, but causality goes from economic growth to government

spending. We also compare the empirical results with related literature.
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