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The impact of public spending on unemployment in Algeria for the period
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Abstract.

This study aims to measure and analyze the effect of public spending on the
unemployment rate in Algeria for the period (1990-2018). It relied on the error correction
model and the shock response functions, the study found that there is a long-term relationship
between the unemployment rate and the rest of the variables, a positive shock in the rate of
spending and growth will have a negative moral impact on the unemployment rate in the short
and long term. Also, a positive shock in the oil price will have a positive moral impact on the
unemployment rate in the short term and a negative impact in the long run.

Keys words: unemployment, Public expenditure, oil prices, error correction model and
shock response functions.
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8.6961- 8.7072- 8.546- 0.9302- 3.26167- 3.29490- GDP
4.0935- 4.0019- 4.0508- 0.8163- 1.8128- 0.6587- UMP
4.8706- 4.7553- 4.8192- 0.3741- 1.7128- 1.3299- OIL
5.2566- 4.8754- 5.1850- 0.0496- 1.6721- 1.5241- DEP
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10.031- 21.921- 9.9254- 1.4365- 3.2857- 3.213709- GDP
4.0918- 4.0057- 4.04845- 0.78881- 2.01051- 0.882258- UMP
4.8608-- 4.7366- 4.8064-- 0.4024- 1.8661-- 1.3715- OIL
5.4137-- 5.5707- 5.3492-- 0.1319- 1.5026-- 1.6050- DEP
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Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.577101 59.42977 47.85613 0.0028
Atmost 1 * 0.492768 36.19300 29.79707 0.0080
At most 2 * 0.397935 17.86577 15.49471 0.0216
At most 3 * 0.142990 4.166247 3.841466 0.0412
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None 0.577101 23.23677 27.58434 0.1636
At most 1 0.492768 18.32723 21.13162 0.1181
At most 2 0.397935 13.69952 14.26460 0.0613
At most 3 * 0.142990 4.166247 3.841466 0.0412
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Lag LogL LR FPE AIC SC HQ
0 -365.3231 NA 8938631. 27.35727 27.54924 27.41435
-283.4496 133.4235* 69115.35* 22.47775* 23.43763* 22.76317*
2 -273.3892 13.41389 117257.9 2291772 24.64550 23.43148
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Error Correction: D(UMP)

-0.314357
(0.12719)
CointEql [ 2.47150]

0.040936
(0.19484)
D(UMP(-1)) [0.21010]
-0.245021
(0.25998)
D(UMP(-2)) [-0.94245]
0.095654
(0.06485)
D(DEP(-1)) [ 1.47499]
-0.049475
(0.05942)
D(DEP(-2)) [-0.83261]
0.008497
(0.02875)
D(OIL(-1)) [ 0.29556]
-0.100435
(0.02884)
D(OIL(-2)) [-3.48258]
-0.722390
(0.18046)
D(GDP(-1)) [-4.00304]
-0.398825
(0.21825)
D(GDP(-2)) [-1.82739]
-0.313470
(0.35070)
C [-0.89385]

R-squared 0.699010
Adj. R-squared 0.529703
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VEC Granger Causality/Block Exogeneity Wald Tests
Date: 01/11/20 Time: 19:15

Sample: 1990 2018

Included observations: 26

IDependent variable: D(UMP)

Excluded Chi-sq df Prob.
D(DEP) 2.613494 2 0.2707
D(OIL) 12.13127 2 0.0023
D(GDP) 16.40051 2 0.0003

All 30.97931 6 0.0000
IDependent variable: D(DEP)

Excluded Chi-sq df Prob.
D(UMP) 0.651894 2 0.7218
D(OIL) 0.413883 2 0.8131
D(GDP) 1.549866 2 0.4607

All 2.890613 6 0.8224
IDependent variable: D(OIL)

Excluded Chi-sq df Prob.
D(UMP) 0.943142 2 0.6240
D(DEP) 0.124113 2 0.9398
D(GDP) 0.071891 2 0.9647

All 1.369017 6 0.9677
IDependent variable: D(GDP)

Excluded Chi-sq df Prob.
D(UMP) 6.522172 2 0.0383
D(DEP) 0.638164 2 0.7268
D(OIL) 2473321 2 0.2904

All 9.410390 6 0.1518
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Lags LM-Stat Prob
1 17.19976 0.3728
2 17.14546 0.3762
3 9.263986 0.9021
4 9.329993 0.8992
5 15.74652 0.4708
6 16.13120 0.4438
7 13.75117 0.6172
8 22.63472 0.1239
9 13.49150 0.6365
10 20.46866 0.1998
11 20.65185 0.1923
12 14.11322 0.5903
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Inverse Roots of AR Characteristic Polynomial
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VEC Residual Heteroskedasticity Tests =il pde jlas|-
bl pde L) il 17 (B Jgud)

Chi-sq df Prob.
183.2182 180 0.4193
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UMP UMP DEP OIL GDP
1 1.610508 0.000000 0.000000 0.000000
2 2.326278 - 0.893970 0.549743 -1.520067
3 2.653976 -1.327275 -0.452422 -1.605996
4 3.297508 -1.253052 -0.628984 -1.632260
5 3.334319 -1.642932 -0.539706 -1.845304
6 3.349258 -1.923395 -0.819752 -1.985230
7 3.478393 -1.736998 -0.763042 -1.932114
8 3.586349 -1.720403 -0.630045 -2.003898
9 3.639604 -1.852559 -0.691738 -2.131344
10 3.697790 -1.848597 -0.763195 -2.120933
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Period S.E. UMP DEP OIL GDP
1 1.610508 100.0000 0.000000 0.000000 0.000000
2 3.378951 70.11553 6.999748 2.647008 20.23772
3 4.796505 65.41159 11.13096 2.203307 21.25414
4 6.205647 67.31347 10.72702 2.343606 19.61591
5 7.484877 66.11548 12.19170 2.130907 19.56191
6 8.692151 63.87217 13.93669 2.469508 19.72163
7 9.746034 63.54347 14.26203 2.577279 19.61722
8 10.73403 63.54725 14.32623 2.469192 19.65732
9 11.70125 63.15072 14.56229 2.427337 19.85965
10 12.61313 62.94456 14.68084 2.455171 19.91944
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