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Abstract:
This study aims to causal relationship between government spending analysis
(EXP) and inflation, expressed as a index of consumer prices (CPI) in Algeria during
the period (1970 2015) in the short term and the long, for it was the use of
standard methods of modern test stability of the strings time and joint integration,
model error and correct causal Granger. as the use of Logarithms all government
spending  (LEXP), and the index of consumer prices (LCPI).
The study found that government spending (LEXP) and the index of consumer
prices (LCPI) on a common complementary relationship, and that there is a causal
relationship of short and long-term trending of government spending (LEXP) to the
index of consumer prices (LCPI), where that increased government spending

(LEXP) at 1%, increase the index of consumer prices (LCPI) at 0.15%, which means
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that an increase in government spending leads to a rise in inflation rates in Algeria
during the study period.
Key words: Government spending, inflation, co-integration, the index of consumer

prices, Causality.
JEL classification: C3, E6, E31.
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log EXP log CPI
1970 0.7690 0.5899
1971 0.8414 0.6020
1972 0.9136 0.6190
1973 0.9995 0.6483
1974 11273 0.6599
1975 1.2803 0.6963
1976 1.3035 0.7307
1977 1.4060 0.7759
1978 1.4786 0.8388
1979 1.5252 0.8819
1980 1.6436 0.9201
1981 1.7608 0.9795
1982 1.8600 1.0056
1983 1.9285 1.0310
1984 1.9618 1.0652
1985 1.9993 1.1085
1986 2.0078 1.1589
1987 2.0169 1.1906
1988 2.0780 1.2153
1989 2.0951 1.2540
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1990 21351 1.3255
1991 2.3251 1.4255
1992 2.6233 1.5450
1993 2.6781 1.6261
1994 2.7530 1.7367
1995 2.8805 1.8506
1996 2.8601 1.9244
1997 2.9269 1.9485
1998 2.9423 1.9696
1999 2.9830 1.9808
2000 3.0711 1.9821
2001 3.1209 1

2002 3.1905 2.0006
2003 3.2146 2.0242
2004 3.2762 2.0411
2005 3.3121 2.0471
2006 3.3897 2.0570
2007 3.4925 2.0727
2008 3.6223 2.0933
2009 3.6280 21176
2010 3.6500 21342
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2011 3.7582 21534
2012 3.8600 2.1906
2013 3.7798 2.2044
2014 3.8438 2.2168
2015 3.8890 2.2371
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Trend and intercept 9 Lgiall Ggius saibazt!
intercept RANRENY
-3.770000 1% Ayl ol ol il
-3.190000 5% critical value ADF
-2.890000 10%
-1.563286 t dagd Soiadl | agSall Blasy!
-5.447492 t Aol Jo¥1 &,all (LEXP)
-1.002082 t dagd PRRY bl 53,01
-10.70356 t deid Js¥1 &,all el | 5lawd
(LCPI)

oy 3 19yl | mlas ezl o 7ty (05) 08y Jouzmll oy ellas¥l BAS dyuses 2
Sulg ellay] 48 Hlisiw | (LR, SC, FPE, AIC, HQ Lea g8u>lg

(VAR) JI z3g05 @ lolall oaljid sue Lasl sl :(05) pdy Jouel!

Lag Logl LR FPE AlC SC HQ
0 -38.81358 NA 0.021915 1.855163  1.936262  1.885239
1 81.63300 224.4686* 0.000110* -3.437864* -3.194565* -3.347637*

2 82.81956 2.103457 0.000125  -3.309980 -2.904482 -3.159602
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dmio 39293 atedl (2,811 Joudg ALl JolSall damio (gl 5929 pkay (gan il putall
Uasel) uoesas 7 Sgad el (James Ol Ay laall 0 Gy Les caslg elild JolSS
S gulall @3,01 5 (EXP) (asSid! BLas¥ o sl Aliglog 3 umall Y1 jpuaal
(CPI) Uizt

crudlage Wiyl s laL) oK jLas sl :(06) oy Jpue)!

Hypothesized Trace 5 Percent 1 Percent
No. of CE(s) Eigenvalue Statistic Critical Value Critical Value
None * 0.317428 18.89439 15.41 20.04

Atmost 1 0.046419 2.091368 3.76 6.65
Hypothesized Max-Eigen 5 Percent 1 Percent
No. of CE(s) Eigenvalue Statistic Critical Value Critical Value
None * 0.317428 16.80302 14.07 18.63
Atmost 1 0.046419 2.091368 3.76 6.65
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rdashall Jo¥ by
LS oo pudated 3] ¢ -0.603406 = 5t 5 Zugias (EXP) esSodll Las¥l Zigye o)

bl @ (CPI) cllaudl Hlawsd qulsall @801 9 (EXP) oSl Bladyl oy a8Mall LS

ok LS Lokl
logCPI = 0.023873 + 0.603406logEXP
i adll J2¥ § meriadd! Jalas .

Al 9 Bgina (CPI) cllaadl Hlasd quliall @3,01 Wslas § sl zumiad &y ()
S wlall 03,01 § doshall oY1 § 3lsl) Jgumsll %8.5 Luyas (sf -0.830255
Slgiwe EM ylay Lay dmymyas 29 (CPI) cllewd!

0.076125 33 34a5 Lz ge 9 Logine pé (EXP) osSell

s padll oY Ligpa .

By 8oLy o ams Busly Bial tadl mlill paield do¥1 Gayall clalas 3 Jiews
pladl 5l )(CPI) cllradl slasd quliall @8,01 85L5 ] @52 %1 = (EXP) psSll
%0.15 5 (5laesU!

[VNES] eas piged @l :(07) o8y Jouzd!

Cointegrating Eq: CointEq1

LOG_CPI(-1) 1.000000

LOG_EXP(-1) -0.603406
(0.03148)
[-19.1653]
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C 0.023873

Error Correction: D(LOG_CPI) D(LOG_EXP)

CointEq1 -0.830255 0.076125
(0.21073) (0.07599)
[-3.93983] [1.00177]

D(LOG_CPI(-1)) 0.053285 0.057697
(0.15874) (0.05724)
[-0.33568] [-1.00796]

D(LOG_EXP(-1)) 0.150441 0.198202
(0.43243) (0.15593)
[-0.34790] [1.27107]

C 0.049645 0.057546
(0.03918) (0.01413)
[1.26713] [4.07323]

Eviews 7 galips e oliy oLl slue! o 1yl
tead) 48MMall jlasl 5

(LEXP) osSll BLasy! dlydl (e crupdil) o Atead! il (08) o3, douddl s
(LCPI)claad) jlandl quliall 03,01

ol Fol @badl Jsazdl @ paall d2¥ @ &) 28Mal) jpuadll mls add .
oSl Bty § sl of dusyd Juas Wld 4uley 0.0023 5508 Jlei>ly 7.14371
sl bl @301 ¢ Asladl ol mile agds s con (LEXP)
(LCPI)eleudl
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Sl bl @301 (e dat At WMo 3929 Auiyd L At Awdlls Ll
@0l @l oF I jeaaall mls adds (LEXP) GasSxd! 3lasyl JI (LOPT) izl
Fol cus (LEXP) oSl 3lasy! § clpad ey ¥ (LOPT) ez jlandd gulyal)
.0.5978 5,03 Jlaa>L 0.52131 cal
@eolsall @801 8oLy 3 e (LEXP) oSl 3lasy) ol of Auoyd i Wls 14
Lt Ae uzgs 4l T il @ Glasdl) aladl goaudl) (LCPT) cllaud) sland
sl bl @301 dl (LEXP) esSmll Blasyl oo @lhss casly slxsl i3
5Ly I ol bl G GesSaedl Byl @z G Babsll ol aule 5 (LOPI)llzl)
Ayl 55708 M5 @indl Jaae

Al BBl pomilyor s | il (08) o3y Jouze!

Null Hypothesis: Obs F-Statistic Prob.
LOG_EXP does not Granger Cause LOG_CPI 44 7.14371 0.0023
LOG_CPI does not Granger Cause LOG_EXP 0.52131 0.5978
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