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ABSTRACT:
This study aims at determining the effect of both government expenditure and money supply on
the inflation rate in Algeria during the period (1970-2016), by reviewing the theoretical
framework of the three variables, while presenting the evolution of these variables in Algeria
during that period, Conducting the applied study using modern methods in the analysis of time
series and carrying out the appropriate statistical tests, especially the causal model of the
granger.
The statistical results to test the causal relationship in the Granger method showed that there is
a one-way causal relationship that tends to be inflation to both variables: monetary expansion
and total national expenditure. The causal relationship is unrealized for both variables, due to
the nature of the Algerian economy based on the export of hydrocarbons And the increase in the
import bill from one year to another as a result of the large structural problems experienced by
the Algerian economy.
Keywords: Government expenditure, Money supply, Inflation rate, time series analysis,
statistical tests, causation for the Ganger
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13.08 28.87 6.60 1970
13.93 27.68 2.63 1971
18.14 33.19 3.66 1972
20.36 37.14 6.17 1973
25.77 46.11 4.70 1974
33.75 51.12 8.23 1975
43.60 52.95 9.43 1976
51.95 60.16 11.99 1977
67.46 66.37 17.52 1978
79.69 66.13 11.35 1979
93.54 69.05 9.52 1980
109.15 75.06 14.65 1981
137.89 76.76 6.54 1982
165.93 80.96 5.97 1983
194.72 84.36 8.12 1984
223.86 88.35 10.48 1985
227.02 80.28 12.37 1986
257.90 70.26 7.44 1987
292.97 70.69 591 1988
308.15 75.66 9.30 1989
343.32 73.19 16.65 1990
414.75 68.45 25.89 1991
544.46 69.21 31.67 1992
584.18 66.74 20.54 1993
675.93 67.91 29.05 1994
739.90 69.65 29.78 1995
848.25 68.55 18.68 1996
1003.14 68.31 5.73 1997
1199.48 73.54 4.95 1998
1366.77 74.80 2.65 1999
1559.91 78.09 0.34 2000
2403.07 83.75 4.23 2001
2836.87 93.08 1.42 2002
3299.46 99.53 4.27 2003
3644.29 106.81 3.96 2004
4070.44 113.83 1.38 2005
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VAR Lag Order Selection Criteria
Endogenous variables: LOG_INF_
Exogenous variables: LOG_MS_ LOG_SPE_
Date: 10/07/18 Time: 21:17

Sample: 1970 2016

Included observations: 43

Lag LogL LR FPE AIC SC HQ
0 -32.07231 NA 0.285632 1.584758 1.666675 1.614967
1 -8.653288 43.57027* 0.100697 0.542013 0.664888 0.587326
2 -6.625681 3.677986 0.096028* 0.494218* 0.658050* 0.554634*
3 -6.603293 0.039568 0.100547 0.539688 0.744479 0.615209
4 -5.941087 1.139611 0.102218 0.555399 0.801148 0.646024

* 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

Eviews version 9 4l Cilayia : jiaall
il D LS 1(4) g2

Pairwise Granger Causality Tests

Date: 10/07/18 Time: 21:23

Sample: 1970 2016

Lags: 2

Null Hypothesis: Obs F-Statistic Prob.
LOG_MS _ does not Granger Cause LOG_INF_ 45 0.84631 0.4365
LOG_INF _ does not Granger Cause LOG_MS _ 5.93265 0.0055
LOG SPE does not Granger Cause LOG INF 45 0.14660 0.8641
LOG_INF _ does not Granger Cause LOG_SPE_ 3.46887 0.0408
LOG_SPE_ does not Granger Cause LOG_MS _ 45 1.81054 0.1767
LOG_MS _does not Granger Cause LOG_SPE__ 2.19627 0.1245
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Vector Autoregression Estimates
Date: 10/07/18 Time: 21:54
Sample (adjusted): 1972 2016
Included observations: 45 after adjustments
Standard errors in ( ) & t-statistics in [ ]

LOG INF

LOG MS

LOG SPE

LOG_INF_(-1)
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LOG_MS_(-1)

LOG_MS_(-2)

1LOG _SPE (1)

LOG_SPE_(-2)

0. 472768
(0.15964)
r2.96141]

0.195151
(0.17646)
[ 1.105901

O0.134564
(1.57564)
I 0.085401]

-0.302423
(1.58415)
[(0.19091]

-0.002856
(0.01071)
[0 26665]

0.005797
(0.01171)
[ 0.49515]

0.482590
(0.28127)
[1.71577]
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(0.01601)
-3.06045]
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(0O.0O1770)
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1.096940
(O.15804)
I 6.94093]

-0.100934
(0.15889)
[-0.63524]

-0.000511
(0.00107)
[-0.47608]

0.000133
(0.00117)
[ 0.11339]

0.129561
(0.02821)
[ 4.59250]

-3.994137
(2.23682)
-1.78563]

-0 299657
(2.47249)
-0.121201

40 .85081
(22.0770)
I 1.850381

-40.70889
(22.1962)
[-1.83405]

1.269917
(0.15006)
[ 8.46277]

-0.246441
(0.16405)
[-1.50223]

1112211
(3.94095)
[ 0O.28222]

R-squared

Ad). R-squared
Sum sq. resids
S_E. equation
F-statistic

Log likelihood
Akaike AIC
Schwarz SC
Mean dependent
S_D. dependent

0.524189
0.449061
3.085783
0 284965
6 977268
-3.555447
0469131
0. 750167
o0.820111
0.383918

0.999076
0.998930
0.031044
0.028582
6846 767
99 92532
-4 _130014
-3.848978
2847978
0.873760

0992173
0.990937
605 8014
3.992761
802 . 7930
-122. 3498
5748878
6. 029914
o93.13356
41.94023

Log likelihood
Akaike information criterion
Schwarz criterion

Determinant resid covarnance (dof adj.)
Determinant resid covariance

0. 001004
0.000604
24 80373
2.035721
2. 878830
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