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Abstract: The study aims at determining the theoretical framework of public
expenditures and defines a standard model that explains the effect of some economic
variables on public expenditures in Algeria during the period 1970/2016. The study
found that the increase in public expenditures in Algeria is a n external increase, not a
real one. It reverberates neither the individuals share from the gross domestic product
nor their buying capacity. The study also found that the VECM model is applied with
a vector and four delays; economically, statistically and normally accepted to explain
the relationship between the dependent variable (public expenditures) and the
exponent variables (GDP, oil price, inflation rate, and monetary mass). The results of
the assessment found that there are long and short-term relationships and the results
were confirmed by causal results and variance analysis.
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Date: 07/20/17 Time: 16:07

Sample (adjusted): 1972 2016

Included observations: 45 after adjustments

Trend assumption: Linear deterministic trend

Series: DEP M2 PIB PP TINF
Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05

Critical
No. of CE(s) Eigenvalue Statistic Value Prob.**
None * 0.831568 115.4515 69.81889 0.0000
At most 1 0.315281 35.29652 47.85613 0.4324
At most 2 0.229600 18.25291 29.79707 0.5474
At most 3 0.118613 6.514867 15.49471 0.6346
At most 4 0.018346 0.833223 3.841466 0.3613

Trace test indicates 1 cointegrating egn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
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VAR Lag Order Selection Criteria
Endogenous variables: DEP M2
PIB PP TINF

Exogenous variables: C

Date: 07/20/17 Time:

16:08

Sample: 1970 2016

Included observations: 43

Lag LogL LR FPE AIC SC  HQ

0 -1377.130 NA 5.71le+21 64.28510 64.48989 64.36062
1 -1151.524 388.2508 5.11e+17 54.95463 56.18337*55.40775
2 -1112.386 58.25211 2.78e+17 54.29704 56.54974 55.12776
3
4

-1085.721 33.48657 2.93e+17 54.21959 57.49624 55.42791
54.60915
-1034.999  51.90137* 1.16e+17* 53.02322* 57.32383 *

* indicates lag order selected by the criterion
LR: sequential modified LR test statistic (each test at
5% level)
FPE: Final prediction
error
AIC: Akaike information criterion
SC: Schwarz information criterion
HQ: Hannan-Quinn information
criterion
Eviews 10 o, ol se s slazsVl Ol=Ul slas] a0 jdazad)
e IS Al sl Y e, ool o) 2@l ) A s
05 WYs Gyt dis gl eV
«Final Prediction Error (FPE)(1969) sl L las jlae -
Akaike (AIC : 1973 ) SIST ologhes jlne =
«Schwarz (SC ; 1978 ) jlss Slaglas jlne =

Hannan and Quinn (H —Q ; 1979) 055 ol> wlislas las =

Sequential modified LR test statistic (each test at 5 % level)
(LR)
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D(DEP) = - 0.5118*(DEP(-1) - 0.62734*M2(-1) + 0.04085*PIB(-1) +
5.06891*PP(-1)

[-2.97461] [-25.5075] [ 1.87953]
[ 8.59854]

- 9.72117TINF(-1) - 6458707 + 1.32284*D(DEP(-1)) +
2.19353*D(DEP(-2)) +

[-14.8689] [ 2.24451] [
3.51051]

1.49005*D(DEP(-3)) + 1.10518*D(DEP(-4)) - 0.18898*D(M2(-1)) -
0.69871*D(M2(-2))

[ 2.58283] [ 1.74145] [-1.47732]
[-2.08489]

- 1.09595*D(M2(-3)) + 0.20033*D(M2(-4)) + 0.196 8¢*D(PIB(-1)) -
0.0525 7D(P1B(-2))

[-2.29943] [ 0.50490] [ 1.09740]
[-0.28103]

- 0.36033*D(PIB(-3)) - 0.15450*D(PIB(-4)) + 8.84758*D(PP(-1)) +
5.66918*D(PP(-2))

[-1.48913] [-0.62501] [ 0.94966]

[ 0.65179]

+ 14.60329*D(PP(-3)) + 3.07763*D(PP(-4)) - 18.36466*D(TINF(-1))

[ 1.44233] [ 0.33353] [-1.74682]
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30.20448D(TINF(-2)) - 16.29972*D(TINF(-3)) -
20.58725*D(TINF(-4)) - 206.0339 7

[-2.50363] [ 1.44233] [-1.80821]
[-2.39053]

R-squared = 0.882861 F-statistic = 7.177984 N =42
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Prob (C14, C15, C16, C17) = (0.3446, 0.5160, 0.1523, 0.7394).
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Prob (C18, C19, C20, C21) = (0.0837, 0.0139, 0.0999, 0.0736).
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Date: 07/20/17 Time: 16:13
Sample: 1970
2016
Included observations: 42
Null
hypothesis:
No serial
correlation
atlag h
Lag LRE*stat df Prob. Rao F-stat df Prob.
1 19.41035 25 0.7770 0.735175 (25, 42.4) 0.7918
2 23.96125 25 0.5216 0.949381 (25, 42.4) 0.5452
3 15.97683 25 0.9155 0.585127 (25, 42.4) 0.9221
4 30.03803 25 0.2229 1.265138 (25, 42.4) 0.2448
5 21.21035 25 0.6808 0.817742 (25, 42.4) 0.6998
6 23.74590 25 0.5341 0.938831 (25, 42.4) 0.5574
7 34.32220 25 0.1012 1.510156 (25, 42.4) 0.1162
8 32.65798 25 0.1398 1.412656 (25, 42.4) 0.1577
9 26.34229 25 0.3895 1.068876 (25, 42.4) 0.4142
10 32.98591 25 0.1314 1.431630 (25, 42.4) 0.1487
11 34.78546 25 0.1307 1.352253 (25, 42.4) 0.1376
12 31.37377 25 0.1769 1.339450 (25, 42.4) 0.1969

Eviews 10 wos, ol sos Jo slasVU Ol Ul slas] o 0 ezl

Sy (005 aisimall ssin o ST ) Bisine 2 VLoV SO0 LamS Jpoondl I e
.No serial correlation csY1 ;513 bl 592y pds Lo a8 A deda)l 20,40 L&
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Joint test:

Chi-sq df Prob.

617.9183 600 0.2976
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Inverse Roots of AR Characteristic Polynomial
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Sl ol oo BT Leady 81001 3 gl s s DLl e OF LS5 IS I35 (e

s SKSVECM 350 Juy 1
radl W LY s W :Wald coefficient Test &ziadl il et —4-5
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Sl @l W mog 06 43, Joandly ¢ (289 :2017-2016 Jo ) b 7 niey adsll

Wald test
ol St Wald test ;L1 06 :03) Jgud!
Wald Test:
System: %system
Test Statistic ~ Value Df Probability
Chi-square 72.47003 16 0.0000
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Period S.E. DEP M2 PIB PP TINF

100.000 0.00000 0.00000 0.00000

1 197.5512 0 0 0 0 0.000000
71.4643 27.5325 0.20713 0.38347

2 364.1668 4 5 5 6 0.412495
65.7300 31.8020 0.88365 0.55495

3 460.6623 1 9 8 8 1.029286
64.0240 32.6696 0.86700 1.58300

4 509.0445 8 2 0 6 0.856287
57.8588 39.8305 0.51680 1.29695

5 672.8278 8 6 7 5 0.496796
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45.8089 47.4340 2.88016 2.30809

6 805.0168 5 5 0 0 1.568751
42.6131 48.6693 2.94839 3.75194

7 8715384 8 1 8 8 2.017168
34.9261 55.6091 2.33303 4.08637

8 990.4088 0 6 1 4 3.045340
27.3586 60.8012 2.89205 4.44195

9 1231.139 4 8 9 3 4.506071
23.5517 62.3373 3.24721 5.63363

10 1424.183 1 5 6 4 5.230087
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Response to Cholesky One S.D. (d.f. adjusted) Innovations

Response of DEP to M2 Response of DEP to PIB
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