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Summary:

The objective of the current study is to analysis the causality relationship between public
spending on health and economic growth in Algeria during (1995-2013) in the short and long
term, and to tested the economic theories that explain this relation, where wagner’s law see that
there’s causal relationship from the gross domestic product (GDP) to the increase of public
spending generally and the government health care spending particularly, while the Keynesian
theory of the view that government spending leads to greater economic growth through
Keynesian multiplier .

This paper concentrated on: Co-integration, Granger causality and the Error Correction Model,
and it found that there’s a causal relationship from the gross domestic product (GDP) to the
public spending on health, while it’s not observed any causality from the public spending on
health to the economic growth in the short and long term, and this is consistent with Wagner’s
law.

Key words: public spending on the health, The economic growth, Co-integration, The causality
relationship.
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GDP, = C(1) + C(2) (PSHy) + ¢
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GDP, = C(1) + C(2) (PSH)) + e

il ) o)
0.0493 -2.117188 961.7730 -2036.254 C()
0.0000 5.464748 228.3066 1247.638 C(2)
R-squared 0.637244 Mean dependent var 3085.629
Adjusted R- 0.615906 S.D. dependent var 1517.517
squared
S.E. of regression 940.4867 Akaike info criterion 16.62997
Sum squared resid 15036760 Schwarz criterion 16.72939
Log likelihood -155.9847 Hannan-Quinn criter. 16.64680
F-statistic 29.86347 Durbin-Watson stat 0.722526
Prob(F-statistic) 0.000042
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5
Series: Residuals
Sample 1995 2013
4 - L Observations 19
Mean -9 57e-14
3 Median -4 37T 6836
Maximurm 1739673
Minirmum -1080_869
2 - Std. Dew. 913.9881
Skewness 0612319
Kurtosis 1.865907
1 ]
Jargue-Bera 2205508
Probability 0331956
1]

- TiMM} —SiM} 1] SAMD TIMME 1540}
Eviews 8.0 JlaxY! melipll ol 2 e olazel 22Ul slie] o 2 ezl

0.01:00 ST 23 29 (0.3319) » jarque-bera LY al=V1 aedll O e famdll ) mioy
G U el sl maY gl OF Lo sk mbopidly W1 o8 ) el o V) cgssinn 2350l O 5T €01 40,05
Aok Ly o ¥ Slsd O ey sl putall 25 U
(sl 313 Lo sgmg s e sSU LM L) il QU Joddhl ez 1 gl SN BLIYY jlast 2
LM et g 1(02)ed Jgion
Breusch-Godfrey Serial Correlation LM Test:

F-statistic 6.287734 Prob. F(2,15)  0.0104
Obs*R-squared 8.664727 Prob. Chi-Square(2)  0.0131

Eviews 8.0 JlaxYl zelpdl w2 e bolazs] 2L slas] e 1 jibazad)
dagdl) OV U3y il grall ol b di by aal zidl 3 slaxSU (313 L)) sy ) pdd gk s
S mn @l o sy s & (0.05) e 5T 2y (0.0131)csskes Chi-Square(2) aslaY1 2ty
LSl 313 DUyl b sy ol bl (2 ) g o Lo sl (313 BL3l 39mg pke
e & Sl ) ol ral Sl M B b i ) ) Dyl et Blal) pldl S L 3
P Jgd) (3 moge o2 LS ARCH  jlasl plisaals o)l S (slly ¢ il
ol O ARCH jles) gl 1(03)03) Jgeond!
Heteroskedasticity Test: ARCH
F-statistic 0.953812 Prob. F(1,16) 0.3433

Obs*R-squared 1.012670 Prob. Chi-Square(1) 0.3143
Eviews 8.0 Jla>Y zalpdl oz e bolazs] 2L slis] e 1 jtazel)

1S pde g 1 (0.100.05¢0.01) oo »ST F-statistic 2 alamY &l 2l OF jLa¥) 2l i
(S ol Sl sy (T pal) 2 )
adlad Ty gy el ) Bl B e 26 b U] snll) e L) fosdl Bl el il ll ey
B! alaB¥) B dngle) A ASlax) el clae] A 3y ol o S L3,y Lo e b
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Zodl e (39 (B DLV Slgman plisianl B oda o id gl e csllax V) (313 BLS1 39mg) dms Bnsal
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ez Yly o) Rl B o) 2 1Sy sl a1 3 il oo B S5 e 5 o
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Augmented Dickey — Fuller (ADF) and (DF) Unit Root Tests

oY) Gl i So laal sl 18 o lsal)
(ADF- Test for Deference) DF-(DF-Test for Levels)
all et oladyl g cull) el s e olayl g Guldl) JENTLAT]
None Trend Intercept None Trend Intercept
and and
Intercept Intercept
a=%1
-2.708094 -4.667883 -3.886751 -2.69976 -4.571559 -3.85738
o =%S5
-1.962813 -3.733200 -3.052169 -1.96140 -3.690814 -3.04039
a=%10
-1.606129 -3.310349 -2.666593 -1.60661 -3.286909 -2.66055
-3.76413 -4.363328 -4.657702 1.863364 -2.40314 0.017739 T-test Log(GDPY)
0.0009 0.017 0.0022 0.9805 0.3656 0.9486 P-Value
-2.938990 -4.279278  -3.496419 1950315 -0.461759 1.397158 T-test Log(PSHY)
0.0059 0.0183 0.0215 0.9836 0.9753 0.9980 P-Value
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Phillips-Perron Test (PP) Unit Root Tests

S 3l o5 (el LA il giosall 55 - unild L)

(PP- Test for Deference) (PP-Test for Levels)
olay g i) il olay g cuslil) il

None Trend  and Intercept None Trend and Intercept Variables
Intercept Intercept
a=%1
-2.70809 -4.616209 -3.88675 -2.69976 -4.571559 -3.85738
o =%S5
-1.96281 -3.710482 -3.052169 -1.96140 -3.690814 -3.04039
a=%10
-1.60612 -3.297799 -2.66659 -1.60661 -3.286909 -2.66055
Log(GDPt)
-3.764 - 7.860520 -4.83921 3.959600 -2.291937 1.006285 T-test
0.0009 0.0000 0.0015 0.9998 0.4169 0.9945 P-Value
-2.9389 -4.436525 -3.50834 1.898011 0.111374  2.393869 T-test Log(PSHLt)
0.0059 0.0138 0.0210 0.9818 0.9945 0.9999 P-Value

Eviews 8.0 JlaxYl malip)l bz e alaze] 2Ll slae] e RN

Blsios (3 3t 56 Bl ADFy PP (glam] phisinly 2uldll g osn Gl Jodbel) 2ilan Y1 mldl s
oY1 Empll o AelSang S Jodd) s OB Sy sl (55 25 ST (gn L (oY) Bl (3 Bk LSy
Bz Ml LSS 58] ~
(oAl oty S o) eilagend Jpiadt el L gits 2
AoV ) e 2lelS BL Cias il OF il moss Slpasel) Sl i Sl el) & OF day
g Ll e sl Yl L Lod sl S el oz I(1)
olanl ity 1 ol il Sl JaSH1 ) s 2(06) 3y Jpnd

prob %5 dis A jal) daddl) Y ) Ll 450 dagdl) ) dpuda b
Critical Value (Mtrace) Eigenvalue #i Hypothesis Null
21.76015 <0

0.0010 12.32090 0.676469
<1

0.0644 4.129906 3.704811 0.206698

saliad) A1SaY) L)
%1 dis da al) dadl) 045 aie da al) Laidl) rabind) adil) s )y Aadl) pad) dusn b
Crical Value Critical Value (A )} Eigenvalue #i Hypothesis Null
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0.0028

0.0644

11.22480

4.129906

18.05534

3.704811

Trace test indicates 1 cointegrating eqn(s) at the 0.05 level
Max-eigenvalue test indicates 1 cointegrating eqn(s) at the 0.05 level

Eviews 8.0 Jla= Yl malipl ooz e blaas] ) slas] pe 2 yboaal)

Jushall =0 3 ) e eSS sy pe e (s Wl (25 2 o B Sl ) Sl e

JUSS gy PUN Ll o iy paall 23 a8 Qs ¢ 0.05 0 xS BT 8y p-value=0.0001 of e
2013-1995 szall U AL (solas¥l sadly il o alad) By o oW alysb 555)5 25es Hrin

0.676469

0.206698

:Error correction model (ECM): lesdl peoess 3ged oo il .3
oL all S sl ) e Leg 80 dla o ) oplal iy bl oy dral) Lol il e aey
o Ziedl s aly Al Obrse cp e V) e Bl M) e S T e Wad) s 2308 iy

U Gjl.:;j\

(o Aylie ) ml paneS doedll e alall BUYI . Jo¥! Wslaedt 1-3

D(DPSH) = ECT(-1)*( DPSH(-1) - 0.00280015303473*DGDP(-1) + 0.309365937731 ) + C(1)*D(DPSH(-1)) +
C(2)*D(DPSH(-2)) + C(3)*D(DGDP(-1)) + C(4)*D(DGDP(-2))

RIZN] el 7 3gal Gilalaa pas 1(07) ad) Jgaadl

Coefficient Std. Error t-Statistic Prob.
ECT(-1) -0.292242 0.118027 -2.476069 0.0328
C(1) 0.003812 0.259671 0.014681 0.9886
C(2) -0.220091 0.178296 -1.234412 0.2453
C(3) -3.45E-05 0.000323 -0.106736 0.9171
C4) -0.000207 0.000236 -0.879887 0.3996
R-squared 0.872205 Mean dependent var 0.040000
Adjusted R-squared 0.821087 S.D. dependent var 0.527528
S.E. of regression 0.223134 Akaike info criterion 0.099117
Sum squared resid 0.497890 Schwarz criterion 0.335133
Log likelihood 4.256625 Hannan-Quinn criter. 0.096603

Durbin-Watson stat 1.655929
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Sy madlly Jolall sall & O3l e etad) 3768 OF gm cienall e sl G158 ek RIUH S5 (3 L))
A 355 3,44 (gl Tadl el Ao ds sl (K0 Je f
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Wald Test:
Test Statistic Value df Probability
F-statistic 13.42240 (3, 10) 0.0008
Chi-square 40.26719 3 0.0000

Eviews 8.0 JlaxY zalpdl oz e bolas] 2Ll slas] e 1 jiazad)
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D(DGDP) = C(7)*( DPSH(-1) + 0.0011603642548 1*DGDP(-1) - 0.059204718708*@TREND(95) + 0.190842109555 )
+ C(8)*D(DPSH(-1)) + C(9)*D(DPSH(-2)) + C(10)*D(DGDP(-1)) + C(11)*D(DGDP(-2)) + C(12)

RIN] el 7 3gal Gilalaa pais (09) a8 Jgaadl

Coefficient Std. Error t-Statistic Prob.
ECT(-1) -2732.937 682.0389 -4.007011 0.0031
C() 1804.394 655.2426 2.753780 0.0223
C(2) 739.7161 452.5132 1.634684 0.1365
C@3) 1.016241 0.565266 1.797810 0.1058
C4) 0.156788 0.411853 0.380689 0.7123
C(5) -122.1737 107.0124 -1.141678 0.2831
R-squared 0.873156 Mean dependent var -0.546000
Adjusted R-squared 0.802687 S.D. dependent var 759.7846
S.E. of regression 337.4958 Akaike info criterion 14.77016
Sum squared resid 1025131 Schwarz criterion 15.05338
Log likelihood -104.7762 Hannan-Quinn criter. 14.76714
F-statistic 12.39065 Durbin-Watson stat 2.263966

Prob(F-statistic)
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Wald Test:
Test Statistic Value df Probability
F-statistic 8.426762 (3,9) 0.0056
Chi-square 25.28029 3 0.0000
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