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i Abstract: :
This research paper aims to measure and analyze the relationship and sensitivity that can
i arise between the economic diversification index and government spending in Algeria during the
i period (1980-2021). Based on the scenarios technique extracted from the VAR model, the study ‘:
i reached the following results: The expenditures delayed by one year affects the diversification
i index significantly and positively, as the effect size reached 0.0003. On the other hand, the
i diversification index for the past year affects expenditures significantly and inversely, as the effect
i size reached -22.77. The results of the different scenarios confirm the significant relationship
i between the two variables during the forecast period (2022-2030), as an increase (decrease) in the
i volume of expenditures by 15% will lead to a reduction (raising) of the diversification index
i compared with baseline level, up to 0.325 (0.327) in the year 2030. As for raising (lowering) the
¢ diversification index by 2%, it will contribute to reducing (raising) the volume of expenditures by a
i small level about the baseline level, which reaches to 2706.82 (2719.135) billion DA on average
i during the forecast period.
i Keywords: Hirschman index of economic diversification, the size of government expenditures, VAR
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Date: 05/14/23 Time: 19:45

Sample (adjusted): 1984 2021

Included observations: 38 after adjustments
Trend assumption: Linear deterministic trend
Series: HHI G

Lags interval (in first differences). 1to 3

P
Dat 0
Sampl

GrangerCausaly Tests
142 Time: 100
A0

Unrestricted Cointegration Rank Test (Trace)

Lags

T\IV:U;??}EE%S Eigenvalue S{;?\;ic Crmcua?\?’alue Prob.** NUH HYDUImS‘S OUS FSI&USUE th ‘:T':T:S
MNone 0.263680 11.64850 15.49471 0.1746
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*MacKinnon-Haug-Michelis (1999) p-values
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System: UNTITLED

Estimation Method: Least Squares

Date: 05/14/23 Time: 20:14
Sample: 1981 2021
Included observations: 471

VAR 34 s

Vector Autoregression Estimates
Date: 05/14/23 Time: 20:00

Sample (adjusted): 1981 20211

Included cbservations: 41 after adjustments
Standard errors in ( ) & t-statistics in []

Total system (balanced) observations 82 HHI <
Goefficient Std. Errar t-Statistic Prob HHICy 0.547910 227V 894
(013836} (1628.36)
Ci1) 0.547910 0.138359 3.960069 0.0002 L 3-e80071 Frsesss]
ci2) 3.20e-05 (1.6E-05) 2.0349032 0.0473 G-y 2.20E-08 1.016431
C(3) 0.141396 0.044679 2164721 0.0022 (1.6E-05) (0.02498)
Ca) -2277.894 1628.365 -1.398884 0.1059 [2.02493] [40.6853]
C(5) 1.016431 0.024983 40.68533 0.0000 - 0141380 .
CiE) 871.9538 525.8330 1.658233 0.0913 Pl e (bt Bany
[3.168472] [1.65823]
Determinant residual covariance 241.0799

R-sqguared 0.321292 0.977706
Adj. R-squared 0.285571 0.976532
Equation: HHI = C(1}HHI-1} + CI2FG(-1} + C(3} Sum sq. resids 0.054199 7507267
Observations: 41 S.E. equation 0037766 444 4768
F-statistic B8.994386 833.2311
R-squared 0.321292 Mean dependent var 0.323693 Loo likelihaod 7774117 _308.5816
Adjusted R-squared 0.285571 S.0D. dependentvar 0.044681 Akaike AIG _3laa4a7 15.10203
S.E. of regression 0.037766 Sum squared resid 0.054199 Schwarz SC -3.519064 1522741
Durbin-Wats on stat 2 149042 Mean dependent 0323593 2750 789
S.D. dependent 0.044681 2901.435
Eguation: G :VC(E”‘*HH'(:'} + G5y G(-1) + C(5Y Determinant resid covariance (dof adj.) 280.6477
Obsenvations: 471 Determinant resid covariance 241.0799
R-squared 0977706 Mean dependent var 2750.789 Log likelihooa 225 7as1
Adjusted R-squared 0.976532 S.D. dependentvar 2901.435 Akaike information criterion 11.45357
S.E. of regression 444 4768 Sum sguared resid TEOF267. Schwarz criterion 11.70433

Durbin-Wats on stat 2144205 MumpBer of coeflicients ]
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Correlogram of RESIDO3

Date: 05/14/22 Time: 20:28

Sample (3gjustod) 1083 2021

Includad obsenvations: 29 after adjustments
Autacarrelafion  Parfial Gorralation A Pac

o-stat Pran

0001 0.001
0018 0018 0.0137
0169 0169 1.2847

1 4E05
2

3

40235 0243 38182
5 1

6

/

0.995
0.993
0733
0431
0150 0

0004 0020 4.8733
01
154 0175 6.7141
9 0037 0119 07570
10 0159 -0.105 0.1024
11 0018
12 0012 0107 8.2053
12 0042 0011 82205
14 0090 0035 8RR
15 0001 -0.087 8.8385
16 0003 0115 8.8390

0.886
0.920

o " . P . .. o - £
g5 S L el Lo oladdl > S ol S o) o S L= L)
] N Sample (adjusted): 1983 2021 14

Gample 1850221 Included observations: 39 after adjustments

3 [ 1 0112 0.112 05319 0.466 " N
Ven  LiEeD? =R 2 0128 0116 12349 0530 0 Hen Lazets
5 [r— = 3 0381 0364 76743 0053 e D005
: = 4 0266 0228 10901 0028 8 [P —
¢ Maimur 40 g 5-0.132 0274 11721 0039 . cord
[P— o 6 0034 0190 11778 0.067 6 Mirimun 082123
3 . B 7 0.079 0071 12.090 0098 SdDe 00360
L o & -0.237 0178 14975 0.050 . ; P,
i Soewness 0018154 [ = 9 -0.170 -0.038 16.518 0.057 Srmness. 00788
‘ I e i 100071 0z8 Jo7m 00rs |, . [p—

1 S [ =t 11 -0.131 0.055 17.781 0.087
08 405 OM4 002 000 D02 0.08] [ = 14 -0.154 -0.179 21.841 0.082 <10 005 0.00 0.05 0.10 Probabiity  0.110358

Fronabity ) ' ' 15 -0.019 0.057 21.865 0.111

o g s olisis 18 o e

Bl ¥ Jl 9> @olisis 17 ob g

A e s el g Uiy (0 | s Factom

o ] S et B T

P

Response to Cholesky One 5.D. (d.f. adjusted) Innovations + 2 S.E
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— 2021-1980 &zt IS 5 31 B LB Aty — VAR 1 £ 31 plusenly S g2 5 s3baBY a gl o n M1 Jbd e

: Dependent Varable. HHT Gependent varabie: &
Model Untitled Method: ARMA Maximum leehhmnd (OPG - BHHH) Method: AHHAHax\mum uke\mnnﬂ (OFG - BHHH)
Date: 05/18/23 Time: 00:06 Date: 05/14/23 Time: 2211 e S e oy
Sample: 1980 2021 Sarmple
Sample: 2022 2030 Includes coservations: 42 gg;u;y;g;b;;g;ﬂmsd ;ger 76 Herations
; Convergence achieved after 27 iterations
Solve Options o ) e A e 2 e alONS ter product of gradients Coeticient covanance computed USINg outer proguct of gradients
Dynamic-Deterministic Simulation WVariable Cueflicient Sla. Error Statistic Prob
. variable Coeficient __Std. Error___t-Statistic ___Prob
Solver: Broyden o 2ees.522 2303504 1457180 0.2583
i i - - c 0326636  0.015425 2117476  0.0000 AR 1635135 0izEGYS  12/USBe  UDUDD
Max iterations = 5000, Convergence = 1e-08 AT 014064 0164918 3417096  0.0035 Riz) -1023820 0219401 -3.505s02 00029
WA(2) 0374588 0200710 1786214 00823 P ogssges  027r7is  3ssenos 0004t
A(3) 0.590785 0.201665 2929532 0.0058 ! S 2 -
Parsing Analytic Jacobian: SIGMASQ 0001105 0.000213 5192153 0.0000 earsis o28iias  9a2sicl IeEsEEr Seogd
" " i SIGRASO SATIN 14 1949030 50RPP4n 00000
0 derivatives kept, 0 derivatives discarded R-squared 0.419238 Mean dependentvar 0.323857
Adjusted R-squared 0356453  S.0. dependentvar 0.044145  rx-squarea LYB/94s  Mean depengentvar e
) ) SE ofregression 00035414  Alkaike info criterion -3.596547  Adjusted R-squared 0085152 SO dependentvar 2806 108
Scenario: Baseline Sum squared resid 0046404 Schwarz criterion -3.489681 S.E ol ieuiession 349 1934  Akaike info crilerion 14.89509
- . Log likelinood 82.62748 Hannan-Quinn criter. -2.620723 Sum squared rasid 4145826 Sechwary criterion 1522707
Solve begin 00:06:48 F-statistic 6.677347 Durbin-Watson stat 1957114 Loglkelhood 2040170 | annan-uinn criter 1s0aTas
Solve complete 00°06:48 Prob(F statisticy 0-000377 Prob(F- 0.060000 )
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