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The impact of government spending policy on economic growth: A case
study of the Algerian economy for the period 1962-2021.
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Abstract:

The study aims to demonstrate the impact of government spending
policy on economic growth in Algeria for the period (1962-2021) by
answering the question of determining the relationship between government
spending and GDP. The Eviews10 program was used to estimate a VAR
model to study this phenomenon, and a set of statistical tests were used to
test the strength of this model both statistically and economically, especially
in clarifying the causal relationship between variables and the dynamic
analysis of variance components and immediate response functions.

The short-term results showed that 8% of the fluctuations in economic
growth are caused by shocks in government spending, while in the long
term, shocks in government spending explain 14% of the sudden
fluctuations in economic growth. Based on these results, we confirm the
important role played by fiscal policy shocks in the process of economic
growth in Algeria in the long term.

Keywords: Government spending, Finance policy, economic growth,
Algerian economy, VAR model.
JEL Classification Codes: G38, C32
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| UNIT ROOT TEST TABLE (PP)
At Level
TC DEP PIB INF POP
With Constant t-Statistic | -7.6110 -3.3512 -2.3461 -0.8752
Prob. 0.0000 0.0167 0.1620 0.7895
E *% no no
With Constant & Trend t-Statistic | -8.8540 -3.2320 -2.4732 -1.8210
Prob. 0.0000 0.0879 0.3396 0.6822
E % no no
Without Constant & Trend| t-Statistic | -5.8120 -0.8688 -1.4495 -0.8212
Prob. 0.0000 0.3356 0.1358 0.3561
ded n( n( n(
At First
Difference
d(TC) |d(DEP _PIB)| d(INF) d(POP)
With Constant t-Statistic | -15.6368| -8.8871 -6.6213 -4.0692
Prob. 0.0000 0.0000 0.0000 0.0022
E E LX) Ex
With Constant & Trend t-Statistic | -15.6947| -9.0096 -6.5724 -4.1177
Prob. 0.0000 0.0000 0.0000 0.0101
E E L *%
Without Constant & Trend| t-Statistic | -15.9348| -8.9615 -6.6923 -4.0203
Prob. 0.0000 0.0000 0.0000 0.0001
E E L E
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VAR Lag Order Selection Criteria
Endogenous variables: TC DEP_PIB DINF DPOP
Exogenous variables: C
Date: 03/13/23 Time: 21:20
Sample: 1960 2021
Included observations: 46

Lag LogL LR FPE AIC SC HQ
0 |-364.9653 NA 108.9065 | 16.04197 | 16.20098 | 16.10154
1 -327.9801| 65.93010 | 43.88235 | 15.12957 | 15.92463*| 15.42741
2 |-305.8559| 35.59115*% | 34.20035% 14.86330% 16.29441 | 15.39940*
3 [-292.6400| 18.96193 | 40.28949 | 14.98435 | 17.05151 | 15.75872
4 |-279.3522| 16.75428 | 49.28368 | 15.10227 | 17.80548 | 16.11491
5 |-261.4611| 19.44677 | 52.43811 | 15.02005 | 18.35931 | 16.27095

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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Inverse Roots of AR Characteristic Polynomial
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VAR Residual Serial Correlation LM Tests
Date: 03/13/23 Time: 21:21
Sample: 1960 2021
Included observations: 49

Null hypothesis: No serial correlation at lag h

Lag |LRE* stat| df Prob. Rao F-stat Df Prob.
19.38464 | 16 0.2492 1.240941 | (16,101.5) 0.2510
19.62703 | 16 0.2375 1.257905 | (16,101.5) 0.2392
6.815888 | 16 0.9766 0.411286 | (16,101.5) 0.9768
22.54254 | 16 0.1265 1.464949 | (16, 101.5) 0.1279
8.145717 | 16 0.9444 0.494589 | (16,101.5) 0.9447
8.935740 | 16 0.9160 0.544563 | (16, 101.5) 0.9165
12.18288 | 16 0.7313 0.753832 | (16,101.5) 0.7326
13.62578 | 16 0.6266 0.848852 | (16,101.5) 0.6282
Null hypothesis: No serial correlation at lags 1 to h
Lag |LRE* stat| df Prob. Rao F-stat df Prob.
19.38464 | 16 0.2492 1.240941 | (16,101.5) 0.2510
39.36233 | 32 0.1736 1.272729 | (32,108.5) 0.1803
55.45605 | 48 0.2142 1.186998 | (48, 98.3) 0.2355
81.42442 | 64 0.0699 1.351730 | (64, 84.5) 0.0970
98.16032 | 80 0.0821 1.278096 | (80, 69.5) 0.1481
107.6152 | 96 0.1965 1.070079 | (96, 54.0) 0.3985
151.9560 | 112 | 0.0072 1.401279 | (112,38.3) 0.1169
8 187.2898 | 128 | 0.0005 1.396367 | (128,22.5) 0.1806
“Edgeworth expansion corrected likelihood ratio statistic
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VAR Residual Heteroskedasticity Tests (Includes Cross Terms)
Date: 03/13/23 Time: 21:22
Sample: 1960 2021
Included observations: 49
Joint test:
Chi-sq df Prob.
442.0905 440 0.4630

Individual components:

Dependent | R-squared F(44,4) Prob. Chi-sq(44) Prob.
resl*resl 0.534598 0.104426 1.0000 26.19531 0.9848
res2*res2 0.938464 1.386427 0.4180 45.98474 0.3900
res3*res3 0.969299 2.870218 0.1563 47.49566 0.3322
res4*res4 0.976131 3.717766 0.1036 47.83042 0.3200
res2*resl 0.864489 0.579953 0.8383 42.35997 0.5421
res3*resl 0.972845 3.256841 0.1283 47.66939 0.3258
res3*res2 0.970825 3.025055 0.1441 47.57041 0.3294
res4*resl 0.962204 2.314327 0.2153 47.14798 0.3451
res4*res2 0.973401 3.326882 0.1240 47.69666 0.3248
res4*res3 0.886556 0.710446 0.7528 43.44124 0.4955
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VAR Residual Normality Tests
Orthogonalization: Cholesky (Lutkepohl)
Null Hypothesis: Residuals are multivariate normal
Date: 03/13/23 Time: 21:22
Sample: 1960 2021
Included observations: 49
Component Skewness Chi-sq df Prob.*
1 -0.457219 1.707232 1 0.1913
2 0.111330 0.101220 1 0.7504
3 -0.109541 0.097994 1 0.7542
4 0.274007 0.613150 1 0.4336
Joint 2.519596 4 0.6411
Component Kurtosis Chi-sq df Prob.
1 3.866009 1.531193 1 0.2159
2 2.874203 0.032309 1 0.8574
3 3.557021 0.633472 1 0.4261
4 3.143109 0.041814 1 0.8380
Joint 2.238788 4 0.6919
Component Jarque-Bera df Prob.
1 3.238425 2 0.1981
2 0.133529 2 0.9354
3 0.731467 2 0.6937
4 0.654964 2 0.7207
Joint 4.758385 8 0.7831
* Approximate p-values do not account for coefficient
Estimation
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Response of TC to TC Innovation
using Cholesky (d.f. adjusted) Factors
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Response of TC to DPOP Innovation
using Cholesky (d.f. adjusted) Factors
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Period S.E. TC DEP_PIB DINF DPOP
1 2.271782 100.0000 0.000000 0.000000 0.000000
2 2.381706 91.52346 6.844072 0.533593 1.098875
3 2.472788 89.59857 8.032358 1.347832 1.021241
4 2.513072 87.15539 8.699823 1.409522 2.735260
5 2.533068 86.24640 9.657423 1.403442 2.692739
6 2.567972 84.43108 11.17214 1.479636 2.917145
7 2.582838 83.59153 12.03750 1.486835 2.884128
8 2.602029 82.63327 13.01560 1.495127 2.856002
9 2.611606 82.09542 13.55626 1.510498 2.837823
10 2.620941 81.59845 14.05562 1.519591 2.826333
Cholesky Ordering: TC DEP_PIB DINF DPOP
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