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Abstract:

This study aims to identify the effect of oil prices fluctuations on government expenditure in
Algeria with annual data covering the period (1987-2013) using the ARDL method. This study
was based on the following variables, the ratio of public expenditure to GDP, oil price, exchange
rate the study concluded that there is a long-term relationship between the price of oil and
government spending, while total revenues and real effective exchange rate had no significant
effect on the long term but only on the short term.
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Method: ARDL
Selected Model: ARDL(4, 4, 4, 4)

Variable Coefficient Std. Error t-Statistic Prob.*
LOG(EXGDP(-1)) -0.238210 0.125634 -1.896057 0.1984
LOG(EXGDP(-2)) 0.295759 0.099759 2.964753 0.0974
LOG(EXGDP(-3)) -0.140513 0.088000 -1.596747 0.2514
LOG(EXGDP(-4)) -0.729693 0.087966 -8.295207 0.0142

LOG(OIL) -0.197475 0.063574 -3.106201 0.0899
LOG(OIL(-1)) -0.031754 0.063431 -0.500598 0.6663
LOG(OIL(-2)) 0.254160 0.051139 4.970017 0.0382
LOG(OIL(-3)) 0.154988 0.055007 2.817583 0.1063
LOG(OIL(-4)) 0.169351 0.104556 1.619717 0.2467

LOG(REER) 1.293543 0.216219 5.982564 0.0268
LOG(REER(-1)) -0.874558 0.096429 -9.069424 0.0119
LOG(REER(-2)) 0.439461 0.152075 2.889770 0.1018
LOG(REER(-3)) 0.148427 0.162476 0.913531 0.4574
LOG(REER(-4)) -0.296909 0.106892 -2.777645 0.1089

LOG(RT) 0.018639 0.104567 0.178249 0.8749
LOG(RT(-1)) -0.040578 0.110476 -0.367303 0.7486
LOG(RT(-2)) 0.406352 0.102268 3.973419 0.0579
LOG(RT(-3)) -0.295062 0.098841 -2.985222 0.0963
LOG(RT(-4)) -0.695189 0.153219 -4,537221 0.0453

C -6.896269 1.027432 -6.712144 0.0215
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Test Equation:

Dependent Variable: DLOG(EXGDP)

Method: Least Squares
Included observations: 22

Variable

DLOG(EXGDP(-1))
DLOG(EXGDP(-2))
DLOG(EXGDP(-3))
DLOG(OIL)
DLOG(OIL(-1))
DLOG(OIL(-2))
DLOG(OIL(-3))
DLOG(REER)
DLOG(REER(-1))
DLOG(REER(-2))
DLOG(REER(-3))
DLOG(RT)
DLOG(RT(-1))
DLOG(RT(-2))
DLOG(RT(-3))

c
LOG(OIL(-1))
LOG(REER(-1))
LOG(RT(-1))
LOG(EXGDP(-1))

ARDL Bounds Test

Coefficient

0.574447
0.870206
0.729693
-0.197475
-0.578500
-0.324339
-0.169351
1.293543
-0.290980
0.148481
0.296909
0.018639
0.583899
0.990251
0.695189
-6.896269
0.349271
0.709964
-0.605838
-1.812657

S il JolS sguoed) L @il - 06 Jgur

Null Hypothesis: No long-run relationships exist

Test Statistic
F-statistic

Critical Value Bounds
Significance

10%

5%

2.5%
1%

416

Value

37.75688

10 Bound

2.37
2.79
3.15
3.65

JEFBE Jlee¥1g JUI cslolasdl dame

Std. Error

0.108250
0.104667
0.087966
0.063574
0.145566
0.132025
0.104556
0.216219
0.077013
0.096361
0.106892
0.104567
0.211626
0.210558
0.153219
1.027432
0.066665
0.228148
0.191252
0.187974

t-Statistic

5.306683
8.314047
8.295207
-3.106201
-3.974144
-2.456657
-1.619717
5.982564
-3.778306
1.540890
2.777645
0.178249
2.759110
4.702993
4.537221
-6.712144
5.239163
3.111857
-3.167743
-9.643134

Prob.

0.0337
0.0142
0.0142
0.0899
0.0579
0.1333
0.2467
0.0268
0.0635
0.2633
0.1089
0.8749
0.1101
0.0424
0.0453
0.0215
0.0346
0.0896
0.0869
0.0106
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11 Bound

352
3.67
4.08
4.66
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Long Run Coefficients

Variable Coefficient Std. Error t-Statistic Prob.
LOG(OIL) 0.192685 0.034388 5.603303 0.0304
LOG(REER) 0.391671 0.146115 2.680555 0.1155
LOG(RT) -0.334227 0.092815 -3.601004 0.0692
C -3.804509 0.705875 -5.389780 0.0327
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Cointegrating Form

Variable Coefficient Std. Error t-Statistic Prob.
DLOG(EXGDP(-1)) 0.574447 0.041914 13.705473 0.0053
DLOG(EXGDP(-2)) 0.870206 0.051590 16.867767 0.0035
DLOG(EXGDP(-3)) 0.729693 0.048135 15.159235 0.0043

DLOG(OIL) -0.197475 0.016204 -12.186510 0.0067
DLOG(OIL(-1)) -0.578500 0.034578 -16.730358 0.0036
DLOG(OIL(-2)) -0.324339 0.024430 -13.276215 0.0056
DLOG(OIL(-3)) -0.169351 0.022152 -7.645073 0.0167
DLOG(REER) 1.293543 0.044205 29.262152 0.0012

DLOG(REER(-1)) -0.290980 0.038499 -7.558111 0.0171
DLOG(REER(-2)) 0.148481 0.044856 3.310173 0.0804
DLOG(REER(-3)) 0.296909 0.048695 6.097358 0.0259

DLOG(RT) 0.018639 0.028818 0.646780 0.5841
DLOG(RT(-1)) 0.583899 0.046227 12.631224 0.0062
DLOG(RT(-2)) 0.990251 0.054099 18.304357 0.0030
DLOG(RT(-3)) 0.695189 0.056262 12.356182 0.0065

CointEq(-1) -1.812657 0.076168 -23.798177 0.0018

Cointeq = LOG(EXGDP) - (0.1927*LOG(OIL) + 0.3917*LOG(REER) -0.3342
*LOG(RT) -3.8045)
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