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Econometric analysis of the impact of the public expenditure's
types on inflation in Algeria during the period 1990-2016, by
using Vector Autoregressive approach "VAR"
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Abstract :

This study aims to examine and measure the
impact of the public expenditure’s types which
are current and investment public expenditure
on inflation in Algeria by using VAR
approach, which allows us to clarify the role
and importance of the shocks in Public
expenditure’s variables at explaining the
fluctuations in the inflation rate. And the study
concluded that the shocks of public investment
expenditure are the most explanatory to the
fluctuations in the inflation in Algeria
compared to the current and it should be noted
that the largest percentage of its interpretation
it is related to it’s own shocks.

Key words : current public expenditure ,
p.investment .exp, Inflation, Algerian
Economy, VAR .
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0 -202.7463 NA 11819.59 17.89098 18.03909 17.92823
1 -159.3529 71.69336* 600.2454* 14.90025* 15.49269* 15.04925*
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* indicates lag order selected by the
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LR: sequential modified LR test statistic
FPE: Final prediction error

AIC: Akaike information

SC: Schwarz information

HQ: Hannan-Quinn information criterion
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0.6360 | 21.131 11.113 | 0.3780 | 29.797 | 20.678 r=1 r=0
0.5407 | 14.264 6.574 0.3157 | 15.494 9.565 r=2 r<l
0.0837 3.841 2.990 0.0837 | 3.841 2.990 r=3 r<2
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D(INF) = -0.714743 - 0.004982*D(INF(-1)) - 0.734582*D(CUREX( -1))
(0.4878) (0.9807) (0.0840)
+1.395228*D(CAPEX (-1))
(0.0827)

Adjusted R-squared = 0.057912 R-squared = 0.175673
F-statistic = 1.491777
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el 138 4af TaaSlally cadzmill Jara o (Jashall 5 dawssiall saall) caludly
Gy il gaall ( ojliely Lnla®) dphill b ey oilay aasil
e e G olicl Ldiwi dana alg ol @l bl @l
5y G Y (AT Bl Sl dbyea aa ahy) Giay Y Y Gy A )
sl B &ally (2006 copens @i)e.zWY) e up Y5 Baaa
cdly Jas gial)
Llhey sS4 Al deda Span Gl L) aladl @D dually -
Al Al oliadl (Al Al Ao ) juadll ol G dpedim deaa
przill cName o ale 580 Agd Jishll gad) e W 01,80 sk
A (lasdind) G dad ) 5LV g o = 4245 )i 2l daud) olad]
bl ae dale ddiay ilay Y 13 Lk 5 ¢ aduzill dy) 68 Llanal a5
Apn 2xy ) Bing giie Gl sa gyl alal BN o lael dalady)
05 il die 5 Sldl Glall i) o o)il ades ZEN) e uh

(1999 (lal ) Ko

: (Variance decomposition) gl eLsis g cplal) Julas 7.2
@lall aladl GEY) ehiny A Ll BpadY) g HLEAY) 138 DA e Jslaias
Laaly )50 maiasi @AYL S adll Jae (& bl ad S (glnudly
P o adazill Al Sl i 4 duhll gyie 8 a3 Clesal)
el DA e 5 —Clsin e o Sy A GIY Al ol Uad oils ol
) Al Ll Al of iy 436 (7)) ady Galall A dsaasall 5 laad) 1
Bfie S Aty 5 433 2my ga dllediay (Bl & sl 38 8 sl Wagdy
BEYl syie s daalie WHST ¢ diin sy Craale Cilyiadl 48 5 %83 die
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oo leale Jianiall i) ac s illl oda of Laadlal bl 5 963 s adoaill

Amdall Llaia¥) s dilat 5 ) laa) SIS 5 VAR( L) zisal s

PAalpdl) gili) (g aLat®Y) il 8.2
o @) 5 @lal) 4iiy Hlall G T Cua e Bils ) Jeasiall il ¢
Lul@ll Lalill e Ve iy 2016-1990 a5l Pa Jhall b adizil) Jasa
Qs ISl V) ¢ el z3saill Aglany) hlaay) 5l i e ol
Al ) Agylaill il (s Adlae (520 Cam (e ApbaBY) Aalill o ilains
Pl LS il sda i 5 o la) (Sa e
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GBlag (e gl b daadio dal) Al Gl s Glo 4l dagaie danl
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Geoiil) 553 cullla LS (DaaY)
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=2001) agtl sl DA o (2000-1990) I sl A ol sy
(@) e ST glanay) Bay) & awgll e 4 5850 5 o 12016
lels e lly 8yala Baykae salyy Auhal) 58 Jsha Capey ol glall aladl Glatyld
O DA ) 1992 dis eliul sl Jaee o o5 5 Lk 5 ¢
Gy il ellia el 5 g a5 (adall Ciga 8 dl) ol
Galbisad galadl Sl e 4 4t (Sa Vo5 gale 1 Gl glall Ll
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Lial) 43l aalpall .2
Eric Dor(2009), économétrie, pearson éducation France, Paris, p
215

Eric Dor(2004), Econométrie Cours et exercices adaptés aux
besoins des économistes et des gestionnaires, Direction de
collection : Roland Gillet, paris, p208.

Régis Bourbounnais(2005), econométrie, dunod, Paris,
234.

Nwaoha & William Chimee (2012), An econometric analysis of
the effect of puplic spending (recurrent & capital) on inflation in
Nigeria,p9;
http://www.academia.edu/4073803/AN_ECONOMETRIC_ANALYSIS_OF

THE EFFECT_OF_PUBLIC_SPENDING_RECURRENT_AND_CAPITA
L_ON_INFLATION_IN_NIGERIA. BY , (26/06/2018).

Tai Dang Nguyen(2016), Impact of government spending on
inflation in Asian emerging economies: evidence from India,
Vietnam, and Indonesia, the Singapore economic review, p23;

https://www.worldscientific.com/doi/abs/10.1142/S0217590816500338
(28/06/2018).

p232-

BP Statistical Review of World Energy(June 2017), 66 edition, p20.

2016-1990 580 JM& sl b zigadll cpite ok .1 Gald)

SEY) s | GUY L | Y Ll | g
Cra g_‘sj\ f'w\ @L&Iu.u\ﬂ el.d\ @L@J\ ew\ M\ “:“JM‘

PIB PIB ¢ PIB o | (INF)

(CAPEX) | (CUREX) | %

24,621 8,603 16,017 179 | 1990
24,602 6,762 17,840 259 | 1991
39,089 13,399 25,690 31,7 | 1992
40,060 15,566 24,493 205 | 1993
38,073 15,859 22,213 29 1994
37,885 14,259 23,625 29,8 | 1995
28,194 6,770 21,424 18,7 | 1996
30,400 7,251 23,149 5,7 1997
30,938 7,486 23,451 5 1998
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29,698 5,774 23,923 2,6 1999
28,570 7,806 20,763 0,3 2000
31,250 8,454 22,795 4,2 2001
34,284 10,013 24,270 1,4 2002
31,211 9,833 21,377 4,3 2003
30,718 10,375 20,342 4 2004
27,135 10,670 16,465 1,4 2005
28,853 11,940 16,913 2,3 2006
32,948 15,338 17,609 3,7 2007
37,949 17,867 20,082 4,9 2008
42,599 19,525 23,073 57 2009
37,250 15,075 22,174 3,9 2010
40,124 13,533 26,590 4,5 2011
43,545 14,038 29,506 8,9 2012
36,180 11,366 24,814 3,3 2013
40,573 14,507 26,065 2,9 2014
46,144 18,317 27,826 4,8 2015
42,720 15,875 26,844 6,4 2016

Source:

- Rétrospective statistiques : 1962 — 2011 ; finances publiques, rapport de ’ONS.
-http://www.mf.gov.dz/article/48/Zoom-sur-les-Chiffres-/143/Solde-global-du-
Tr%C3%A9sor.html

- Indice des prix a la consommation, statistiques économiques, ONS, Juillet 2016.
- http://www.mf.gov.dz/article/48/Zoom-sur-les-Chiffres-/154/Taux-
d'inflation.html .

Oilgald ¢ i) Jalstl) jLas) 2 alal)

Crate: OF/08/18 Time: 12:54

Sample (adjiusted): 1992 2016

INncluded obssrvat ons 25 after adjustment5
Trend assumption: Linear de terministic trend
Series: INF CURE CAF’EX

Lags interval (in first differences ¥ 1 to

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace o.05

rMo. of CE(s) Eigenvalue Statistic Critical value Proo.~=

rMone 0.353890 Z0.67892 29 79707 0.3780

At most 1 0. 231237 2.565055 15 49471 0.3157

At most 2 0112751 Z. 990753 =.841466 0.0837
Trac tindicates No cointegration at the 0.05 level

non-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Maximunmnm Eigenvalues)

Hypothesized Max-Eigen o.0s
rMo. of CE(s) Eigenvalue Statistic Critical value Proo.~=
rMone 0.353890 1111386 21.13162 0.63260

At most 1 0. 231237 5.574303 14 26450 0.5407F
At rmost 2 o 112TFs1 Z.ogoTFTs= 22417466 o027

Max-sigenvalue test indicates No cointegration at the 0.05 level
~ denotes rejection of the hypothesis at the 0.05 level
“*Mackinnon-Haug-Michelis (1999) pvalues

2018 e Sl 388w 1955 <yl 20 Axala 195



19917402 «(2018) jsauss 10 :3421)/6 slsall (CHEEC) (galuay) diall) Alssa

VAR(1) zisai jai it .3 galal)
Vector Autoregression Estimates
Date: 06/28/18 Time: 11:11
Sample (adjusted): 1992 2016
Included observations: 25 after adjustments
Standard errors in () & t-statistics in [ ]

D(INF) D(CUREX) D(CAPEX)

D(INF(-1)) -0.004982 0.141687 0.020875
(0.20493) (0.11570) (0.12551)

[-0.02431] [1.22462] [ 0.16631]

D(CUREX(-1)) -0.734582 -0.015932 -0.141838
(0.41842) (0.23623) (0.25627)

[-1.75561] [-0.06744] [-0.55347]

D(CAPEX(-1)) 0.718375 -0.327774 0.126336
(0.40741) (0.23002) (0.24953)

[1.76327] [-1.42498] [ 0.50630]

C -0.714743 0.569310 0.393379

(1.02413) (0.57821) (0.62726)

[-0.69790] [ 0.98461] [0.62714]

R-squared 0.175673 0.128022 0.019937
Adj. R-squared 0.057912 0.003454 -0.120072
Sum sq. resids 514.6438 164.0470 193.0581
S.E. equation 4.950439 2.794953 3.032036
F-statistic 1.491777 1.027729 0.142400
Log likelihood -73.28095 -58.98943 -61.02491
Akaike AIC 6.182476 5.039154 5.201992
Schwarz SC 6.377496 5.234174 5.397013
Mean dependent -0.780000 0.360179 0.364529
S.D. dependent 5.100327 2.799793 2.864913

Zisall) dadla il LEa) milis 4 galal)
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Inverse Roots of AR Characteristic Polynomial
1.5
1.0
0.5
0.0 .
-0.5 |
-1.0 -
-1.5 T T T T T
-1.5 -1.0 -0.5 0.0 0.5 1.0 1.5
wAR Residual Serial Correlation LM T
Full Hypothesis: no serial corraelation ...
Crate: O6/28/18 Time: 17:29
Sample: 1990 2016
Included cbservations: 25
Lags LM-Stat Prob
1 132934837 0. 1247
= 5. 532098 o.6857F
=2 2629887 0.9340
g 1257560 o.1828
5 2 A4938T32 o.9210
] 2. 57F¥93202 0.9¥F¥37F
v 11. 678732 0.2220
= 1.04F655 0.9993
9 8.2465442 0. 5095
10 2. 997a7a 0.9544
11 2 2825465 0.9262
12 5.020142 0.8225
Probs from chi-sqguare with © df.
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VAR Residual Normality Tests

Orthogonalization: Residual Covariance (Urzua)
Null Hypothesis: residuals are multivariate normal
Date: 06/28/18 Time: 12:22

Sample: 19902016

Inciuded observations: 25

Component  Jarque-Bera df Prob.
1 1.683411 2 0.4310
2 3.362666 2 0.1861
3 1.344518 2 0.5106
Joint 19.98850 25 0.7474

VAR Residual Heteroskedasticity Tests: No Cross Terms
Date: 06/28/18 Time: 17:47

Sample: 1990 2016

Included obsenvations: 25

Joint test
Chi-sq df Prob.
49 19366 36 0.0702

Agpad) LS80 @ilis .5 galal)

VAR Granger CausalityBlock Exogeneity Wald Tests
Date: 06/28/18 Time: 17:49

Sample: 1990 2016

Included obsernvations: 25

Dependent variable: D{IMF)

Excluded Chi-sq df Prob.
D(CUREX) 3.082162 1 0.0792
D(CAPEX) 3.109110 1 0.0779

Al 4.466868 2 0.1072
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. -
Zisalll cfpitia cilaral aduail) Jia dlain) .6 Galal)
Responseta Cholesky One SD. Innovations 2 S.E
Response of D(INF) to D(INF) Response of D(INF) to DICUREX) Response of D(INF) to DICAPEX)

Response of DOMNF)

Period DIMFY D{CUREX) D{CAPEX)
1 4 950429 0000000 0000000
(0. 70010) (000000 (0.00000)

2 -0.224352 -0.872423 1.808520
(1.026328) (1.03237) (1.05708)

3 -0.202242 0.2129288 0.8256324
(0.44996) (0.48274) (0.723221)

4 0.008546 0.057484 0.014642
(0.18529) (017241 (0.26201)

5 00028050 -0.006187 -0.0232878
(0.02672) (0.04440) (0.14999)

1] -0.0003247 -0.002051 0.000320
(0.01260) (0.01584) (0.03226)

K -0.0003223 0.000274 0.001058
(0.002323) (0.00257) (000887 )

=] 1.28E-05 2.49E-05 -4 A5E-06
(0.00073) (0.00029) (000176}

=] 1.29E-05 -1.07E-05 -4 12E-05
(0.00013) (0.00020) (0.00040)

10 -5 853E-07 -2.37E-06 2.968E-07
(2.BE-05) (4. BE-05) (0.000710)

adail Jara g dsail Cull) Jolas .7 (Galal

Response of DNF):

Period DNF) D(CUREX) D(CAPEX)
1 4.950439 0.000000 0.000000
(0.70010) (0.00000) (0.00000)

2 -0.224352 -0.872433 1.808530
(1.02638) (1.03237) (1.05708)

3 -0.202242 0.213988 0.825634
(0.44996) (0.48274) (0.72321)

- 0.008546 0.057484 0.014642
(0.18529) (0.17341) (0.36201)

= 0.008050 -0.006187 -0.023878
(0.03672) (0.04440) (0.14999)

=] -0.000347 -0.002051 0.000380
(0.01260) (0.01584) (0.03326)

7 -0.000323 0.000274 0.001058
(0.00233) (0.00357) (0.00687)

8 1.38E-05 8.49E-05 -4 45E-06
(0.00073) (0.00089) (0.00176)

9 1.29E-05 -1.07E-05 -4 12E-05
(0.00013) (0.00020) (0.00040)

10 -5.53E-07 -3.37E-06 2.96E-07
(3.8E-05) (4.8E-05) (0.00010)
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