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Empirical Study of the impact of public expenditure and tax
revenues on the Algerian economy during the period 2000-
2015
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Abstract:

This study aims to demonstrate the impact of fiscal policy on economic growth in Algeria and
evaluating its status for the period 2000 - 2015. The study was conducted using vector error correction
model (VECM), the latter is based on causality test (Granger causality) and a study of Cointegration (Engle
and Granger).

The results of this study show the presence of a one-way causal relationship between fiscal policy and
economic growth through the variables of public expenditure, tax revenues and economic growth; they show
also the presence of cointegration in the long term, which proves the effectiveness of the adopted fiscal
policy in promoting economic growth during the same period.

Keywords :public expenditure, tax revenues, economic growth, cointegration, vector error correction model
(VECM).
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Paitwise Granger Causality Tests
Date: 10/22/16 Time: 15:50
Sample: 2000 2015

Lags:1

Null Hypothesis: Obs  F-Statistic Prob.
TDEP does not Granger Cause TPIB 15 0.40818 0.5349
TPIB does not Granger Cause TDEP 3.20270 0.0606
TRECF does not Granger Cause TPIB 15 0.70934 0.1781
TPIB does not Granger Cause TRECF 4.03890 0.0469
TRECF does not Granger Cause TDEP 15 0.16026 0.6959
TDEP does not Granger Cause TRECF 1.12484 0.3098
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Date: 10/22/16 Time: 22:08

Sample (adjusted): 2002 2015

Included observations: 14 after adjustments

Trend assumption: No deterministic trend (restricted constant)
Series: TPIB TDEP TRECF

Lags interval (in first differences): 1to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value  Prob.**
None * 0.738908 39.39432 35.19275 0.0166
Atmost 1 0.446037 8.269198 9.164546 0.0738
At most 2 0.585358 12.32475 15.89210 0.1679
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VAR Lag Order Selection Criteria
Endogenous variables: TPIB TDEP TRECF
Exogenous variables: C
Date: 10/22/16 Time: 22:23

Sample: 2000 2015
Included observations: 15

Lag LogL LR FPE AIC SC HQ
0 -46.93999 NA 0.156551 6.658666 6.800276 6.657158
1 -22.98834 35.12909* 0.022173* 4.665112* 5.231552* 4.659078*

* indicates lag order selected bythe criterion

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

AIC: Akaike information criterion

SC: Schwarzinformation criterion

HQ: Hannan-Quinn information criterion
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L Arthur Smithies, federal budgeting and fiscal policy, in howard s. ellis (ed.); a survey of contemporary
economics; vol. i ; the blakiston company ; philadelphia ; 1949 ; p.174.
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