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Abstract:

This paper examines the relationship between Public Expenditure and
Economic Growth In Algeria during the period 2001-2019 by using Johansen Co-
integration Test and Granger Causality Test, As a result, Johansen test showed a
co-integration relationship between the variables at the level of 5% significance.
The study also indicate that there is a Short-term causality from GDP to equipment
expenditure but not the other way around. That is, an increase in the GDP leads to
an increase in aggregate demand, which is what pushes the public authorities to
expand public spending to stimulate economic growth, which is in accordance with
the Wagner Act (1892).
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LNGDP | LNEE LNOE | d(LNGDP) d(LNEE) d(LNOE)
With t-
Constant Statistic| -1.6787 | -2.0566 | -1.1236 -3.5902 -5.2529 -3.7708
Prob. 0.4254 0.2625 0.6839 0.0171 0.0006 0.0119
no no no ** **k* *%*
With
Constant & t-
Trend Statistic | -0.7397 | -2.4389 | -0.8885 -4.2929 -5.3280 -4.1784
Prob. 0.9540 0.3504 0.9365 0.0168 0.0025 0.0207
no no nO **% **kk *%
Without
Constant & t-
Trend Statistic| 4.3767 2.1202 3.0623 -2.1169 -4.2898 -2.5029
Prob. 0.9999 0.9886 0.9985 0.0362 0.0002 0.0156
no no nO **% **kk *%
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VAR Lag Order Selection Criteria
Endogenous variables: LNGDP LNEE LNOE
Exogenous variables: C
Sample: 2000 2019
Included observations: 17

Lag LogL LR FPE AIC sC HQ

0 8.488361 | NA 0.000105 | -0.645689 | -0.498652 | -0.631074
1 50.54461 | 64.32132%| 2.21e-06% | -4.534660 | -3.946509% | -4.476196
2 60.45963 | 11.66474 | 2.26e-06 -4.642310 | -3.613046 | -4.539999
3 70.19522 | 8.017544 | 2.98¢-06 | -4.728850*% | -3.258473 | -4.582692*

* indicates lag order selected by the criterion
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Sample (adjusted): 2002 2019
Included observations: 18 after adjustments
Trend assumption: Linear deterministic trend
Series: LNGDP LNEE LNOE
Lags interval (in first differences): 1 to 1
Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) | Eigenvalue | Statistic Critical Value Prob.**
None * 0.739110 | 38.12195 29.79707 0.0044
At most 1 0.432235 13.93615 15.49471 0.0847
At most 2 0.187942 3.747296 3.841466 0.0529
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Pairwise Granger Causality Tests
Sample: 2000 2019
Lags: 1

Null Hypothesis: Obs F-Statistic Prob.

LNOE does not Granger Cause

LNGDP 19 0.02498 0.8764
LNGDP does not Granger Cause LNOE 3.28306 0.0888
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Pairwise Granger Causality Tests
Sample: 2000 2019
Lags: 1
Null Hypothesis: Obs F-Statistic Prob.
LNGDP does not Granger Cause
LNEE 19 10.4757 0.0052
LNEE does not Granger Cause LNGDP 0.03658 0.8507
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