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The effect of oil price change on government spending in Algeria in the
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- a standard study using the time-series analysis approach -
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Abstract:

The purpose of this study is to present and analyses the volatility of oil prices in the world
market, as a result of the time-frame that has evolved from the beginning of the emergence of
oil to the last few years, as well as to review the state of government spending in the Algerian
economy from independence to 2018, since Algeria relies almost entirely on the export of oil
in its economy.

In this study, we found that there is a positive correlation between government spending in
Algeria and oil prices in the short term, while in the long term this relationship is non-
existent. This study also found a standard model showing the relationship between these two
variables, which allows for predictions of future levels of government spending in the light of
the level of emerging oil prices.
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Ciependent Variable: DG
Method: Least Squares
Crate: 04/21/20 Time: 232:06
Sample: 19286 2018
Included cbsarvations: 33
Wariable Coefficient =td. Error t-Statistic Prob.
oILP 4814 625 182.1284 26,43533 0.0412
- 2951.554 5E58.8650 5.281335 0.0000

R-squared 0.6322140 Mean dependent var 2865 961
Adjusted R-squared 0.621345 S 0. dependent var 3008 7Tz
S.E. ofregression 2045 452 Akaike info criterion 18.22928
Sum squared resid 2.88+02 Schwarz criterion 19.020082
Log likelihood -210.4997 Hannan-CQiuinn criter. 18. 969849
F-statistic 23 54687 Curbin-WYWatson stat 1.224560
ProbiF-statistic) 0.000000
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WAR Lag Qrder Selection Criteria
Endogenous variables: DG OILP
Exogenous variables: C

Date: 04/22/20 Time: 00:02
Sample: 1986 2018

Included observations: 28

Lag Logl LR FFPE AlC SC HC

o] -299.0440 (R 9.46e+00 28.646086 28.74122 2867515
1 -236.7440 111.2512 1.47e+03 2448172 24 75T 19" 24 556522
2 -235.0949 2709242 1.75e+08 24 54964 2512542 24 79509
3 -225.0820 15.00891 1.16e+08 24 22064 24 88674 24 42428
4 -317.2832 1045787 Q1098677 2295504 24 812286 24 29776%
5 -312.8216 S.53290432 91271082 22.915583% 24 96250 24 23582
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FPairwise Granger Causality Tests
Crate: 04/22/20 Time: 00:07
Sample: 1286 2018

Lags: 2

Full Hypothesis: Ohbs F-Statistic Prob.
DILF does not Granger Cause DG 21 0.04458 0.0495
G does not Granger Cause CILP 018100 0.8355
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3 Bl el Ll il sl (Vectorial AutoRegressive)VAR 34 nuis 3.4.4
A lald U5 U] el LS Jgad) ai dly a8l e s dd jules U] pom Sy (6 Joud
el IV o 3aaild Bt B) Slgad e Jentd Wik g 3930LAIC , FPE, HQ

DG = 0.8245*DG(-1) + :au asldl & cxneVAR £350d i e Jsadl ¢ €Views(9
0.1899*DG(-2) - 0.02555*OILP(-1) - 0.00678*OILP(-2) + 320.88404
el el U] g Sl s Al 3eedl s e il 1 Blgll Sl W) ayedt Sl 4.4.4

i3 dage
.(Jarque-Bera) 2l sall Alaia¥) g gill L) gilid 19

Component Jargue-Bera df Prob.
1 13.15619 2 00014
2 9. 105144 2 00105
Jaoint 22 26134 4 00002
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wWaAR Residual Portmanteau Tests for Autocorrelations
rull Hypothesis: no residual autccorrelaticns up to lag h
Crate: 04/22/20 Time: 0025

Sample: 19286 2018

Included chservations: 21

Lags Di-Stat Prob. Ad] -Stat Prokb. df
1 0.215211 P> 0.225718 P P>
= 5.826541 | o F.2a957as | o | o
= 8.48958435 00749 9. 136748 oD.o0s57a o
= 12. 32677 01372 13. 53225 O.0o48 a8
5 13.35797 0.24326 14.7FE17T6 0.2547 12

*The test is valid only for lags larger than the WAR lag crder.
df is degrees of freedom for (approximate) chi-=sgquare distribution
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