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The Impact of Government Spending on Inflation, ""An Econometric Study on the North African
Countries for the Period: 2000-2016"
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Absract : This paper aimed to study the impact of government expenditure on inflation in the four
North African Countries: Algeria, Tunisia, Egypt and Morocco. The study used standard modeling
techniques, where the time series data models were applied to an annual time series for
government expenditure estimated in real terms and CPI inflation rate during the period (2000-
2016), and the adopted series of data was taken from the WDI Country Database. This study
concluded that the government spending has a direct impact on inflation in the countries under
study, due to the applied expansionary spending policies which pushed prices higher and fed
inflation. This can be explained by the government spending which encouraged demand for
consumer goods and services more than demand for productive goods. Furthermore, the results
showed that the inflation rate is disparate in the North African Countries during the period of
study, where it was more severe in Tunisia and Egypt compared with Algeria and Morocco.

Keywords: government expenditure; inflation; North African Countries; time series data models
Panal Data.
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Caldt i) A
-7.99 0.36 T
-8.17 0.18 s
-8.53 -0.18 S
-8.71 -0.36 Y

Statal5.1 by (o slexs U L) slie] e - pall

cgrrend Y 2308 s 1(03) 13, Jaad

reg Linf Lo

Source 55 df M5 Number of obs = 68
F(l, @&6) = 3.90
Hodel .4804735658 1 .480473565 Prokbk > F = 0.0526
Eesidual B.13725966 66 123291813 E-=guared = 0.0558
Ldj R-=sguared = 0.0414
Total B.617T3323 a7 128622884 Eoot MSE .35113
Linf Coef. 5tcd. Err. 1= B>|t| [95% Conf. Imtcerwval]
Lg . 3253273 1647983 1.97 0O.053 —.0037032 .6543577
_cons —-2.788581 1.678719 -1.66 0.101 —6.140552 . 5627895
Statal5.1 zebp Je sbeae¥u imldl 2lus) e ylall
AW ol 2356w (04) 3 Jgab
Modéle 1: Effets fixes, utilisant les 65 observations
4 unités de coupe transversale incluses
Longueur des séries temporelles = 17
Variable dépendante: Linf
coefficient erreur std. t de Student p. critigue
const —9,30622 2,86739 —3,24 00,0019 il
Lg 0,965335 0,281566 3,428 0,0011 mEE
Mov. war. dép. 0,524000 Ec. Type var. dép. 0,358640
Somme carrés résidus 3,47T7683 Ec. type de régression ©O,234850
R2 - L5DWV 0,596450 E2 intra 0,157239
F{4, &3) - L5DWV 23,278%66 p. critigue (F) T,682e-12
Log de wvraisemkblance 4,598988 Critére d'Lkaike 0,802024
Critére de Schwarz 11,85985& Hannan-Quinn 5,18959208
rho 0,051186 Durbin-Watson 1,612871

Test conjoint des regresseurs spécifiés —
Statistigue de test: F(l, &3) = 11,7543
avec p. critigue = P(F(1, &3) > 11,7543) = 0,00107511

Test de différence de constante entre groupes —

Hypothése nulle Les groupes ont une ordonnée & l'origine commune
Statistigue de test: F(3, &3) = 28,1369

avec p. critigue = P(F(3, €3) > 28,1369) = 1,15117e-011
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Modeéle 2: Effet aléatoires (MCGE), utilisant les 68 observations
Using Swamy-Arora as per Baltagi-Chang

4 ynités de coupe transversale incluses

Longueur des séries temporelleszs = 17

Variable dépendante: Linf
coefficient erreur =td. =z p. critigue

const -8,35506 2,68796 -3,108 0,0019 *ok &

Lg 0,87189249 0,263379 3,311 0,0009 *ok &
Moy. war. dép. 0,524000 Ec. type wvar. dép. 0,358640
Somme carrés résidus 9,493609 Ec. type de régression 0,376425
Log de wvraisemblance —-29,54560 Critére d'Akaike 63,0911%
Critére de Schwarz 67,53021 Hannan-Quinn 64,85007
rho 0,051136 Durbin-Watson 1,612871
Variance 'between' = 0,123891
Variance 'within' = 0,05532013
wvaleur de theta pour le "guasi-demeaning™ = 0,840187

corr(yv,vhat)"~2 = 0,0557541

Test conjoint des regresseurs spécifiés -

Statistigue asymptotigue de test Chi-deux({l) = 10,9537
avec p. critigque = 0,000931136

Test de Breusch-Pagan -
Hypothése nulle Variance de 1'erreur individuelle = 0
Statistigue asyvmptotigue de test Chi-deux(l) = 140,758

avec p. critigue = 1,31739e-032

Test de Hausman -
Hypothése nulle Les estimateurs des MCG sont non biaisés

Statistigue asyvmptotigue de test Chi-deux(l) = 0,931754
avec p. critigque = 0,334403
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