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The Impact Of Tax Expenditures On Economic Growth In Algeria
1999-2022
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Abstract:

Tax expenditures are considered one of the most important tools of fiscal policy used by
governments to attract investment and achieve economic development and progress. This
study aims to determine the impact of tax expenditures on economic growth in Algeria during
the period 1999-2022. To address the research problem, the study adopts a descriptive-
analytical methodology to present general theoretical concepts related to tax expenditures.
Furthermore, the Autoregressive Distributed Lag (ARDL) model is employed to empirically
assess the long-term relationship between the variables. The analysis utilizes the following as
proxies for tax expenditures: the corporate income tax (IBS), the value-added tax (TVA), and
the professional activity tax (TAP). Economic growth is represented by the gross domestic
product (GDP) as the dependent variable.

The findings of the study revealed a long-term relationship between tax expenditures and
economic growth, with a positive and statistically significant effect at the 5% level for both
IBS and TVA. However, TAP showed a negative effect on economic growth, where an
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increase of one unit in TAP leads to a decrease in GDP by -0.123940. However, this effect is
considered relatively weak when compared to the overall magnitude of the tax expenditures
granted.

Keys words: Tax expenditures,economicdevelopment,the Autoregressive Distributed Lag
(ARDL) model,the corporate income tax (IBS), the value-added tax (TVA), the professional
activity tax (TAP)
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* * 4.66 * * 2.95 PIB
* * 5.22 * * 7.32 TVA
* * 4.99 * * 3.12 IBS
* * 5.96 * * 2.80 TAP

Ja¥i 33 Sl s dor A 0l
2.67 3.76 |4.46 265 |3.71 [4.35 1%
1.95 3.00 |3.64 1.95 298 |3.59 5%
1.60 2.64 |3.26 1.60 [2.62 |3.23 10%
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Akaike Information Criteria (top 20 models)
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F-Bounds Test

P QW) Jaadk) 3 amse el skl sl e o 3l il (ol sl

Bound test L] 103 3y Jgu!

Null Hypothesis: No levels relationship

Test Statistic

F-statistic
k

Actual Sample Size

Value Signif. 1(0) 1(1)
Asymptotic: n=1000
6.544126 10% 2.37 3.2
3 5% 2.79 3.67
2.5% 3.15 4.08
1% 3.65 4.66
24 Finite Sample: n=35
10% 2.618 3.532
5% 3.164 4.194
1% 4.428 5.816
Finite Sample: n=30
10% 2.676 3.586
5% 3.272 4.306
1% 4.614 5.966
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Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
IBS 0.913106 0.214504 4.256818 0.0080
TAP -0.123940 0.225187 -0.550385 0.6057
TVA 0.169507 0.022649 7.484143 0.0007

C 345.6443 1215.550 0.284352 0.7875

EC = PIB - (0.9131*IBS -0.1239*TAP + 0.1695*TVA + 345.6443 )
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Dependent VVariable: PIB

Method: ARDL

Date: O7/09/25 Time: 19:58

Sample (adjusted): 1999 2022

INncluded observations: 24 after adjustments
Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automatic): IBS T AP TVA
Fixed regressors: C

Number of models evalulated: 500

Selected Model: ARDL &, 3, 4, 4)

Variable Coefficient Std. Error t-Statistic Prob.™
PIB(-1) 0.1476876 0.334418 0.441590 0.6772
PIB(-2) 0.014433 0.439089 o.032871 0.9750
PIB(-3) -0.591073 0.550503 -1.073696 0.3320
PIB(-4) o.858411 0.431609 1.988864 0.1034
BsS O.130505 0.0a47182 2.765962 0.0396
IBSG-1) O.170703 0.074331 2.296526 0.0701
BsS-2) -0.065977 0.103253 -0.638984 0.5510
IBS(-3) 0.285744 0.082806 3.450778 0.0182
T™ AP -0.032752 0.046458 -0.704966 0.5123
TAPG1) -0.051655 0.048465 -1.065820 0.3352
TAP2) -0.062049 0.059188 -1.048331 0.3425
TAPG-3) -0.073717 0.058945 -1.250604 oO.2664
TAPA) 0.149459 0.067465 2.215347 0.0776
TYVA 0.032498 0.017325 1.875833 O.1195
TYVART) 0.004779 0. 015504 0.308265 O. 7703
T\VAE2) 0.0a47584 0.016894 2.816584 0.0373
TYVAGS3) -0.006157 0.017282 -0.356305 O0.7362
T\VAAD) 0.018009 o0.018542 0.971247 0.3760
C 197.2082 701.9514 0.2809943 O.7900
R-squared 0.997428 Mean dependent var 13064.76
Adjusted R-squared 0.988168 S.D. dependent var 6852.163
S.E. of regression 7TAa45.3497 Akaike info criterion 16.08030
Sum sqquared resid 2777731 Schwar= criterion 17.012903
Log likelihood -173.9636 Hannan-Quinn criter. 16.32773
F-statistic 107.7140 Durbin-Watson stat 1. 706922

Prob(F-statistic) 0.000029

*Note: p-values and any subsequent tests do not account for model
selection.

Eviews alasaat 2l slae] e @yl

Blall 2l Jo )y IBS ~UW e 0 3 TAP g6l bladl Jo e 530 55 Joad) Sldans glas
i b amys i 00997428 (% 99) R = obas a0 0liy LS. (o1 J2 ) oslas) sl LLTVA
U 3gadl olekes 0 4 BloYL (W U2 ) @3l sudl o m3sed) & dmpall Slad) b amyalid 2
Osbly cprps sl e OF LS 5% o BT 29 0.000029 , 5ual) o aslam] Jloam! zang 27 a5lax| &gins

VAR gl judV) 230 (3 Lede dazm Y Allias 23 |18 5 2l tasis oo 3le a9 1.706922 il DW

(Tests de robustesse) sl el ajedl Jlasl .6

Sl andall aigdl s 02 (3, JK2

34



2022-1999 5540 131 aslasdY sedl e ditd cBU G JUl Olge

Series: Residuals
6 | Sample 1999 2022
Observations 24

Mean 2.42e-12
4 | Median -25.45770
Maximum 708.7560
3 | Minimum -743.2492
Std. Dev. 347.5211
2 Skewness -0.019323
Kurtosis 2.543168

1
Jarque-Bera 0.210189
o Probability 0.900239

-750 -500 -250 o 250 500 750

Eviews slascat bl slae) 0 1 el
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Mmeb iy w5 Y sl OF a5E 31 5 cabod) ez dl) (255 5 i gy e
:Breusch—-Godfrey Serial Correlation LM Test , .7
Breusch-Godfrey Serial Correlation LM Test l:1:06 43, Jgus-!

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 2.267965 Prob. F(2,5) 0.1991
Obs*R-squared 11.41601 Prob. Chi-Square(2) 0.0033

Eviews szt 2l slag] e oyl

2 P=0.1991 ais il e il oaSTH Lol clil3 dagpe Slod OF 6 Blsd cllas ) o 313 B3N 35y Y
5 Y00 ST

:Heteroskedasticit Test s .8

ARCH:Test Heteroskedasticit s 0443, Jgus!

Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 0.748573 Prob. F(18,5) 0.7060
Obs*R-squared 17.50450 Prob. Chi-Square(18) 0.4887
Scaled explained SS 0.586206 Prob. Chi-Square(18) 1.0000
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