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An econometric study of the impact of the public spending on the informal economy in
Algeria during the period 2000-2020, using Autoregressive Distributed Lag (ARDL) model.
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Abstract:

The purpose of this paper is to examine one aspect of the effectiveness of the expansionary
policy adopted by Algeria since 2001, by studying the impact of the public spending on the size of
the informal economy. Using an autoregressive distributed lags, based on annual data from the
National Bureau of Statistics and the World Bank for the period 2000-2020, the impact of public
spending and controle corruption index on the size of the informal economy in Algeria was
examined. The study found a positive effect of public spending in the short and long run. In long
run, as a 1% increase in public spending leads to a 0.34% increase in the size of the informal
economy, while the effect of the control of corruption is negative and stronger. The study concludes
that this result can create a vicious circle: increasing public spending requires ensuring its financing,
but when it increases the size of the informal economy, it means an increased loss of public
revenues, which can lead to an increased risk of budget deficits. It was recommended that the
strategy for implementing economic policy be reconsidered by improving the quality of government
institutions and reviewing expenditure policy by working to rationalize spending.

Keywords: Informal economy, public spending, ARDL model, Algeria.
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csrmb e e sl o 25 e %5 (e ST 0,6351
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ARDL Error Correction Regression
Dependent Variable: D{LEI}
Selected Model: ARDL(1, 1, 2, O)
Case 2 Restricted Constant and Mo Trend
Date: 11022123 Time: 10:26
Sample: 2000 2020
Included observations: 17

ECM Regression
Case 2: Restricted Constant and Mo Trend

Wariable Coefficient Std. Error t-Statistic Prob.
DHLDP) 0.073717 0.086419 0.853015 0.4158
D{LCR) -0.1239489 0.317165 -0.390961 07049
DILCR-1)) 1.140962 03727432 3.060985 0.0136
CointEq-1)y* -0.847015 0.150402 -5.631673 0.0003
R-squared 0776168 Mean dependentwvar -0.002372
Adjusted R-squared 0.724514 3S.D. dependentwvar 0.091448
S.E. ofregression 0.047988 Akaike info criterion -3.032884
Sum squared resid 0.029949 Schwarz criterion -2 836944
Log likelinood 2978045 Hannan-Cuinn criter. -3.013507
Durbin-Watson stat 1.5221432

Eviews12 lajda e alaeWh ofialill dlac) et jlaall
Ladll st aa dobee Gl ECM Uadll s zhgad paity (aldlly Jsaadl DA o
Gagiy (ladll sl 03ilSie 35n O Lae %1 (s5ine die (gsinas Al Aoy elay CointEq(-1)
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ARDL Long Run Form and Bounds Test
Dependent Variable: D(LEI)

Selected Model: ARDL(1, 1, 2, 0)

Case 2. Restricted Constant and Mo Trend
Date: 11/22/23 Time: 10:27

Sample: 2000 2020

Included observations: 17

Conditional Error Correction Regression

Wariable Coefficient Std. Error t-Statistic Prob.
C -1.037394 2470625 -0.478155 0.64349
LEI{-1}* -0.847015 0201240 -4 208972 0.0023
LOP{-1) 0.291118 0.091797 3171310 0.0113
LCR(-1) -1.834039 0687901 -2 666138 0.0258
LFISC*™ -1.020146 0.539679 -1.890281 0.0913
D{LDP) 0.073717 077061 0416337 0.68649
D({LCR) -0.123997 0.5438900 -0.225902 0.3263
DILCR{-1)) 1.140962 0.510470 2235121 0.0523

Eviews12 clajaae e alaeWh fialil) dlac) e 1 jlaall

Gsimae e Lilas) (gsinay (ala) il 53 Guasead) il utie o Jeaad) DA e B

Aplly SISy ¢ pualll JaY) 8 eyl e GBI aaa o puidl 88 ey Llae %5 dsies

Asine Ssime die Aflas) AN 535 el 2 lai®¥) aaa o Ll jigy 63l Bo8)l) Adlhe il
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Levels Equation
Case 2 Restricted Constant and Mo Trend

ariable Coefficient Std. Error -Statistic Prob.
LOF 0.343699 0.105404 3260784 0.0098
LCR -2.165299 0.657310 -3.294184 0.0093
LFISC -1.204399 0671548 -1. 793467 0.1065
C -1.225347 2647813 -0.462759 0.6545

EC =LEl- (0.3437*LDF -2 1653*LCR -1.2044*LFISC - 1.2253)

Eviews12 Cilayia Ao alaeWh ohalill slac) e jaaall
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s
Series: Residuals
Sample 2004 2020
4 Observations 17
3 Mean -3.12e-08
Median 0.004525
Maximum 0.067495
2 Minimum -0.062293
Std. Dev. 0.043265
1 Skewness 0.149741
Kurtosis 1.908223
o Jarque-Bera 0.907847
-0.05 0.00 0.05 Probability 0.635131
Breusch-Godfrey Serial Correlation LM Test
Null hypothesis: No serial correlation atup to 2 lags
F-statistic 0.773760 Prob. F(2,7) 0.4971
Obs*R-squared 3.077834 Prob. Chi-Square(2) 0.2146
Heteroskedasticity Test. Breusch-Pagan-Godfrey
Null hypothesis: Homoskedasticity
F-statistic 0.770400 Prob. F(7,9) 0.62632
Obs*R-squared 6.369685 Prob. Chi-Square(7) 0.4973
Scaled explained SS 0.810712 Prob. Chi-Square(7) 0.9973
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