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Abstract:

In this paper, we have tried to study the relationship between public expenditures (management and capital
expenditures) and economic growth in Algeria, which can help the decision makers of public spending administration.

The unit root test performed at the beginning showed us that the series are integrated of order (1), so the vector
autoregressive (VAR ;) model have been applied, The results indicate a direct relationship of economic growth towards the
two types of spending, which is consistent with Wagner's law, While the results of the study violated the Keynesian theory,
where the impact of public expenditures on economic growth was absent and the long-term relationship absent between
these variables, furthermore, there is no causal relationship of public expenditures with their two categories towards
economic growth.
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DLNGEQM = 0.118*DLNGEQM(-1) + 0.259*DLNGFCT(-1) + 0.469*DLNPIBR_H(-1) + 0.080........(1)
(0.141) (0.189) (0.239) (0.036)
[0.835] [1.365] [1.966] [2.182]
R2=19.41%, F=3.45

DLNGFCT =-0.110¥*DLNGEQM(-1) + 0.245*DLNGFCT(-1) + 0.436*DLNPIBR_H(-1) + 0.112........(2)
(0.113) (0.151) (0.191) (0.029)
[-0.975] [1.617] [2.285] [3.824]
R2=21.63%, F=3.95

DLNPIBR_H =-0.035*DLNGEQM\(-1) — 0.210*DLNGFCT(-1) + 0.156*DLNPIBR_H(-1) + 0.0668.........(3)
(0.091) (0.122) (0.154 (0.023)
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yid) LKl Johansen yuilags Lasl:(1)Jguzll

Series: LMGEQM LMGFCT LMFPIBR_H
Lags interval (in first differences): 1 to 1
Unrestricted Cointegration Rank Test (Trace)
Hypothesized Trace 0.05
Mo, of CE(s) Eigenvalue Statistic Critical Value Prakb. **
Mone 0.265856 24 09365 29.79707 0.1955
At most 1 0.154094 9. 568270 15.49471 0.3154
At most 2 0.035584 1. 702934 3. 841466 01919
Trace test indicates no cointegration atthe 0.05 level
* denotes rejection ofthe hypothesis atthe 0.05 level
“MacKinnon-Haug-Michelis (1999} p-values
Unrestricted Cointegration Rank Test (Maximum Eigenvalue)
Hypothesized Max-Eigen 0.05
Mo. of CE(s) Eigenvalue Statistic Critical Value Prob.**
Mone 0 265856 14 52538 2113162 0.3235
At most 1 0.154094 7.BB5336 14 26460 0.3925
At most 2 0.035584 1.702934 3. 841466 019419
EViews7 zeliy alodmiwly cdlall slus| ¢pe :yusall
VAR JI z 3503 s suse ayazms 1(2) Jsazd!
WAR Lag Order Selection Criteria
Endogenous variables: DLMNGEQM DLMNGFCT DLMPIBR_H
Exogenous variables: C
Date: 02/M14/20 Time: 10:28
Sample: 1 49
Included observations: 41
Lag LogL LR FPE AlIC S5C HZ
0 88.63300 FA 2.08e-06 -4 177220 -4.051836* -4 131562
1 103.5523 26.92753* 2.31e-06* -4. 465966 -3.964433 -4 283336
2 104.4288 1.4553189 3.46e-086 -4.069745 -3.192062 -3.750142
3 108 4302 6.049367 4 51e-06 -3.825862 -2 572029 -3.369285
4 112.3226 5.316469 6.01e-06 -3.576711 -1.946728 -2.983161
5 117.5731 G6.403035 7.68e-08 -3.393808 -1.387675 -2.663285
i] 122 2181 4 984888 1.05e-05 -3.181370 -0.799087 -2.313874
7 127 6186 5.005377 1.45e-05 -3.005786 -0.247353 -2.001317

* indicates lag order selected by the criterion

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

AlC: Akaike information criterion

SC: Schwarz information criterion

HZ: Hannan-Quinn information criterion

EViews7zaliy alusiwl cdladl slue] ¢ s yuuall
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Vector Autoregression Estimates
Wector Autoregression Estimates
Date: 02/06/20 Time: 12:08
Sample (adjusted): 3 49
Included observations: 47 after adjustments
Standard errors in ( ) & t-statistics in []
DLMGECQM DLMGFCT DLMNPIBR_H
DLMNGEQM{-1) 0.118400 -0.110658 -0.035650
(0.14174) (0.11342) (0.09161)
[0.83533] [-0.97561] [-0.38914]
DLMGFCT(-1) 0.259024 0.245424 -0.210412
(0.18964) (0.15175) (0.12257)
[ 1.36590] [1.61729] [-1.71666]
DLMNPIBR_H(-1) 0.469645 0436728 0.156880
(0.23884) (0.19113) (0.15437)
[1.96635] [2.28503] [1.01624]
c 0.080376 0.112693 0.066804
(0.03682) (0.02945) (0.02380)
[2.18290] [ 3.82467] [2.80702]
R-squared 0.194128 0.216308 0.085741
Adj. R-squared 0.137904 0161632 0.021955
Sum sq. resids 1.002422 0.641905 0418775
S.E. equation 0152683 0.122180 0.098686
F-statistic 3.452784 3.956175 1.344205
Log likelinood 23.73151 3420626 44 24329
Akaike AIC -0.839639 -1.285373 -1.712480
Schwarz 3C -0.682180 -1.127913 -1.555021
Mean dependent 0.153603 0146797 0.035213
S.D. dependent 0164442 0.133439 0.099788

EViews7@sL’ﬁ ‘:‘.\A'Lﬁab u."-h.” é‘.\&! ) 2).\.44-“

239l iyl il

Inverse Roots of AR Characteristic Polynomial

sllasS 3101 bLa¥l s

WAaR Residual Serial Correlation LM T...
Hull Hypothesis: no serial correlation ...

Date: O2/06/20 Time: 11:49

1.5 Sample: 1 49
Included observations: 47
104 Lags LM-Stat Prob
1 6.132407 07266
= 5 668198 07726
054 < 5413739 07968
. 4 6502715 06287
5 6. 492335 0.6298
0.0 4 * Frobs from chi-square with 9 df.
. slasH edatl 5ot 5L
0.5 4
Component  Jarque-Bera df Prob.
-1.0 -
1 0.506672 2 07762
2 16.51104 2 0.0003
A5 | | | | | 3 1572659 2 0.0004
-1.5 -1.0 05 0.0 0.5 1.0 1.5
Joint 3274430 i 0.0000
EViews7 geliys al il cllall slae] oo 2 yall
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Response of DLNPIBR_H to DLNGFCT
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Vari_anu:e Decomposition of DLMNGECM: Variance Decomposition of DLMPIBR_H:
FPeriod SE DLMGEQM DLNGFCT DLMPIBR Period  SE DLMNGEQM DLNGFCT DLNPIBR_F
1 0.152683 100.0000 0.000000 0.000000
2 0.168271 84.99023 8.677239 6.332535 1 0.098686 0.847135 15.58026 8347261
3 0.169936 83.35516 8.781656 T.863183 2 0101849 1487385 18 21586 80 29676
4 0.170091 83.22912 £.909288 7.861591
5 0170153 53 16838 5 952805 7 878729 3 0103171 1.451940 19.75682 7879124
A 0170158 83.16490 8.052665 7.882431 4 0.103298 1.478483 19.74926 T8TT226
7 0.170159 83.16416 8.953476 7.882363 g 0403314 1484000 1976677 78 74914
g 0.170159 83.16392 8.953601 7.882477
9 0 170159 83 16391 2 953800 7 8824886 G 01033149 1.433931 19.77121 78.74486

8 0.103320 1.484074 19.771189 T8.74473
Variance Decomposition of DLNGFCT: 9 0103320 1484074 1977120 7874472
Period S.E. DLMGEQM DLMGFCT DLMPIBR_ 10 0103320 1484075 1977120 768 74477
1 0.122180 2.349631 97 65037 0.000000
2 0.136821 2224590 39.49264 8.282770 Cholesky Ordering: DLNGEQM DLMNGFCT DLMPIBR_H
3 0.137557 2579572 88.56847 8.851960
4 0.137835 2.590613 £8.54604 8.863351
5 0.137882 2 590672 88.50990 8.899430
6 0.137885 2 591858 86.50797 5.900174
7 0.137887 2591827 88.50771 8.900467
g 0.137887 2591840 88.50756 £.900604
g 0.137887 2591845 88.50755 8.900602
10 0.137887 2 591844 88.50755 8.900604
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WAR Granger Causality/Block Exogeneity Wald Tests
Date: 02/20/20 Time: 09:34

Sample: 1 49

Included cbservations: 47

Cependentvariable: DLMNGECM

Excluded Chi-sq ot Prob.
DLMGFCT 1.865696 1 01720
DLMPIBR_H 3.BEE532 1 0.0493
All 8.517778 2 0.0141

Dependentvariable: DLMNGFCT

Excluded Zhi-sq df Prob.
DLMNGECM 0.9518710 1 0.32932
DLMPIBR_H 5.221365 1 0.0223
All 6.578472 2 0.03732

Cependent variable: DLMNPIBER_H

Excluded Chi-sq ot Prob.
DLMNGECM 0.151428 1 0.6972
DLMGFCT 2. 945936 1 0.02860

All 2.835877 2 0.1469
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