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Oil shocks and their impact on public spending in Algeria
Analytical study and standard approach using non-linear models TAR for the period (1980-2020)
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Abstract:

This study aims to estimate, and analyze the relationship, between public spending levels, and oil prices
during the period (1980-2020). For the Algerian economy, using a non-linear regression model, with a
threshold. Ramsey and the threshold test with two thresholds in the oil price, 37.90 and 96.23. This allows for
an immediate transition between the systems in the estimated non-linear model, and the results of the
estimation confirmed the existence of a significant effect of oil prices on the volume of public spending in
Algeria, and on the size of the money supply. Its purchasing power has deteriorated, especially with the
decrease in public spending levels, and the reduction of social transfers, especially with the COVID-19

pandemic
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TAR ziga pali gl 6.7
TAR CJ)A-: oA il 0413.‘-51) Jeaall

Variable Coefficient Std. Error t-Statistic Prob.

Js¥) alail)

OIL < 37.90999

C 20.38959*** 1.092698 18.65986 0.0000
OIL -0.125053** 0.047868 -2.612450 0.0147
M2 -0.051935 0.033435 -1.553318 0.1324
RIR 0.032014 0.033347 0.960025 0.3459

JPETIRIN]

37.90999 = OIL < 96.239999

C 14.65464*** 2.394987 6.118880 0.0000
OIL 0.125399** 0.047742 2.626610 0.0143
M2 -0.583153*** 0.104297 -5.591248 0.0000
RIR -0.035264 0.069981 -0.503910 0.6186

EXTEAIRI]

96.239999 <OIL
C -71.38763*** 23.98901 -2.975847 0.0062
OIL 0.771436*** 0.210102 3.671719 0.0011
M2 0.839063** 0.307079 2.732396 0.0112
RIR 0.529872*** 0.167495 3.163500 0.0039
F statistic = 8,262 prob ( 0,0000)***
DW = 1,476R? =0,77 AIC = 3,971
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=1{14,65 +0,12 0IL,+ —0,58 M2, — 0,035 RIR , + =°,37,9 < OIL, < 96,23
—71,38 + 0,77 OIL,+ 0,83 M2 ,+ 0,52 RIR , + >,  OIL, > 96,23

1Al Bl
GOV, = (20,38—0,120IL,—0,05 M2 ,+ 0,032 RIR ,) I{UILr <379} +
(14,65 +0,120IL, +—-058 M2, — 0,035 RIR, )1{3?,9 = 0IL, = 96,23}
+(—71,38 +0,77 OIL, + 0,83 M2, + 0,52 RIR, ) [{OIL, = 96,23} + &,
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