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Public expenditure policy and its impact on the unemployment rate in
Algeria- An econometric study of the case of Algeria (1980-2017).
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Abstract:

This study aims to try to measure the impact of fiscal policy on the unemployment rate in
Algeria during the period (1980 - 2017).using the following variables Inflation rate,
Government expenditure, real interest rate , , investment rate and and umeployement rate as a
depended variable , using the co-integration of Johansen and the causality of Granger, the
results confirmed the existence of cointeration relationship between variables in the long
term, however no significant causal relationship between Government expenditure and
unemployment rate is found in the short run according to the Granger test

Keywords : fiscal policy , umeployement rate , Johansen cointegration , Granger causality ,
Algeria
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Sample (adjusted): 1982 2017
Included observations: 36 after adjustments
Trend assumption: Linear deterministic trend

Series: UNEMP INFL RIR INV GOV
Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.543075 72.72603 69.81889 0.0288
At most 1 0.451152 4452953 47.85613 0.0993
At most 2 0.357536 22.93191 29.79707 0.2494
At most 3 0.170368 7.003930 15.49471 0.5772
At most 4 0.007750 0.280080 3.841466 0.5966

Trace test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level

“*MacKinnon-Haug-Michelis (1999) p-values
ROT Y733 RPN [ VI W W e Sheas U iUl Slas] e 1yl

ot ol Appnee a1 Of W o2 ¢ ol J el LIS Lt s JS e
sde Of e (Drdll oy el JalSS SUMe 3559 6 Hy andl) 2oz dll L WL 5 2 21 )
SUMe ey e Ju Ll 5 %05 Ggme Sotn e (1= 1) 5k el LIS oolgams
3 Ll Lgan o8 1S dans ¥ BT Gl Sl 530 wlpad) g el Joas o sl dhob agily
slaze ol Gld o skl sl

igjledl B ods Haw ) OV £ Caw Oladll Al Alsh B s9mry e ST dn
DU Y e Wad e c OLS  aaldl (gaall ol M g sl dshal)

UNEMP = 35.198582804 + 0.40453264673*INFL + 0.175886891178*RIR
1.01454159093*INV + 0.622969842003*GOV

Dependent Variable: UNEMP
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Method: Least Squares
Sample: 1980 2017
Included observations: 38

Variable Coefficient Std. Error t-Statistic Prob.

C 35.19858 4.627655 7.606138 0.0000
INFL 0.404533 0.096228 4.203895 0.0002
RIR 0.175887 0.084632 2.078253 0.0455
INV -1.014542 0.142256 -7.131793 0.0000
GOV 0.622970 0.325416 1.914378 0.0643

R-squared0.699726 Mean dependent var18.61858
Adjusted R-squared0.663330 S.D. dependent var6.892435
S.E. of regression3.999218 Akaike info criterion5.732154
Sum squared resid527.7937 Schwarz criterion5.947626
Log likelihood-103.9109 Hannan-Quinn criter.5.808817
F-statistic19.22495 Durbin-Watson stat1.632693

Prob(F-statistic)0.000000
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Series: Residuals
12 | Sample 1980 2017
Observations 38
10 |
Mean -4.91e-15
8 | Median 0.352339
Maximum 8.763136
6 | Minimum -9.320435
Std. Dev. 3.776863
4 Skewness -0.204967
Kurtosis 3.115324
2 |
’7 —‘ Jarque-Bera 0.287131
o4 ‘ Probability 0.866264
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Pairwise Granger Causality Tests
Lags: 2

Null Hypothesis:  Obs F-Statistic Prob.

INV does not Granger Cause UNEMP 36 0.47456 0.6266
UNEMP does not Granger Cause INV ~ 4.99378 0.0132

GOV does not Granger Cause UNEMP 36 1.52197 0.2341
UNEMP does not Granger Cause GOV 1.89025 0.1680

INFL does not Granger Cause UNEMP 36 1.70761 0.1979
UNEMP does not Granger Cause INFL  0.06614 0.9361

RIR does not Granger Cause UNEMP 36 0.40849 0.6682
UNEMP does not Granger Cause RIR  1.14346 0.3318

GOV does not Granger Cause INV 36 0.24506 0.7842
INV does not Granger Cause GOV  3.91642 0.0304

INFL does not Granger Cause INV 36 0.64910 0.5295
INV does not Granger Cause INFL  0.14192 0.8683

RIR does not Granger Cause INV 36 0.29590 0.7459
INV does not Granger Cause RIR  1.04685 0.3631

INFL does not Granger Cause GOV 36 0.36892 0.6945
GOV does not Granger Cause INFL  0.22337 0.8011

RIR does not Granger Cause GOV 36 0.38682 0.6824
GOV does not Granger Cause RIR  0.09529 0.9094

RIR does not Granger Cause INFL 36 3.12030 0.0583
INFL does not Granger Cause RIR  1.06761 0.3561

o) 3l e 1yl
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-R.Bourbonnais , “Econometrie- Manuel et exercices corrigés , 8° édition , DUNOD , Paris ,
2011

-R.Bourbonnais et M.Terraza , “Analyses des séries temporelles —Applications a I’économie
et a la gestion” , 3° édition , DUNOD , Paris , 2010

-H. HAMISULTANE, “Econométrie ses séries temporelle”,Document disponible sur internet

-H. HAMISULTANE, “Model a correction d’erreurs et applications”, Document disponible
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Gdl

Sample: 1980 2017

Included observations: 38

Correlation
t—Statistic
Probability GOV INFL INV RIR UNEMP
GOV 1.000000

INFL 0.058333 1.000000
0.350594 ———
0.7279  ——

INV 0.603992 -0.063078 1.000000
4.547046 -0.379222 ————
0.0001 0.7068  ————

RIR 0.281172 -0.530319 0.302404 1.000000
1.757951 -3.753147 1903545 ——
0.0873 0.0006 0.0650  ——

UNEMP -0.186528 0.423451 -0.677935 -0.201425 1.000000
-1.139158 2.804564 -5.533249 -1.233842 —————
0.2622 0.0081 0.0000 0.2253  ———
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GOV INFL INV RIR UNEMP

Mean 16.64681 9.167058 29.83936 -2.192105 18.61858
Median 16.37788 5.824303 28.76894 -3.715000 17.09000
Maximum  21.56027 31.66966 43.04852 21.06000 31.84000
Minimum 11.23158 0.339163 20.67724 -29.77000 9.820000
Std. Dev.  2.625988 8.338313 5.890829 9.937388 6.892435
Skewness  -0.139037 1.497263 0.575575 -0.068901 0.272611
Kurtosis  2.529749 4.170556 2.454625 3.650619 1.717713

Jarque-Bera  0.472563 16.36753 2.569087 0.700299 3.074085
Probability ~ 0.789559 0.000279 0.276777 0.704583 0.215016

Sum  632.5787 348.3482 1133.896 -83.30000 707.5060
Sum Sq. Dev. 255.1451 2572.516 1283.969 3653.812 1757.710

Observations 38 38 38 38 38
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