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Abstract:

The aim of this study is to analyze and measure the eftect of government expenditure on the
unemployment rate in Algeria during the period (1970-2016) in the short and long term.
Therefore, the nature of the relationship between government expenditure and unemployment
rates in Algeria for the same period was determined using modern standard methods Such as the
stability test of time series and co-integration, the X-ray error correction model, the Granger
causality, and other diagnostic tests.

The study found that government spending and the unemployment rate are not stable at the

level, but they are stable when the first difference is taken, and their joint integration has opened
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up the use of VECM. The study also found a one-way causal relationship from the
unemployment rate to government expenditure, indicating that the government is setting the
government expenditure policy on the basis of the current and expected changes in the
unemployment rate. Where we found that the increase in government spending by: 1% leads to
a decrease in the rate of unemployment by: 0.12%, and this is evidence of the contribution of
government spending in reducing unemployment rates in Algeria.

Keywords: government expenditure, unemployment, ray model error correction, causal

relationship.
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(2016 = 1970 ) 35 I3 awhddl wlpaze bl :(03) (3, Joutd

UN

XPN

1970

22,05

5,876

1971

23,01

6,941

1972

23,25

8,197

1973

23,59

9,989

1974

21

13,408

1975

20,05

19,068

1976

19,02

20,118

1977

20,87

25,473

1978

18,94

30,106

1979

16,30

33,915

1980

15,79

44,016

1961

15,39

57,655

1982

15,00

72,445

1983

14,29

84,825

1984

16,54

91,598

1985

16,90

99,841

1986

18,36

101,817

1987

20,06

103,977

1988

21,80

119,700

1989

20,68

124,500

1990

19,76

136,500

1991

20,26

212,100

1992

21,37

420,131

1993

23,15

476,627

1994

24,36

566,329

1995

28,11

759,617

1996

27,99

724,609

1997

27,96

845,196

1998

28,02

875,739

1999

29,29

961,682

2000

29,50

1178,122

2001

27,31

1321,028

2002

25,66

1550,646

2003

23,72

1639,265

2004

17,66

1891,8

2005

15,27

2052,037

2006

12,51

2453,014

2007

13,79

3108,669

2008

11,33

4191,053

2009

10,17

4246,334

2010

9,96

4466,940

2011

9,97

9853,6

2012

11,00

1245,47

2013

9,83

6024,10

2014

10,60

6980,20

2015

11,76

7656,3

2016

10.5

7292,5
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O 6l L Bolg] BMe 39y 3ag OleSTaze Ly LT LS W) Juas 5 ooSKH) BWY) gl 84 2>
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Pr None Pr Trend and Pr intercept P.P| (ailaill
intercept &) piiad)
0.2912 | -0.972432 | 0.8486 | -1.397544 | 0.6942 | -1.134654 |t | 1(0) UN
0.0000 | -4.516829 | 0.0037 | -4.549186 | 0.0006 | -4.564366 |t | I(1)
0.9998 | 3.606337 | 0.9894 | -0.265833 | 1.0000 | 2.362166 |t | 1(0) XPN
0.0000 | -6.193036 | 0.0000 | -8.092394 | 0.0000 | -6.739736 |t | I(1)
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dradal) dua ) F-Statistic Jlaay)

XPN does not Granger Cause UN 1,12122 0,3697

UN does not Granger Cause XPN 3,25071 0,0179
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Hypothesized Trace 0.05
No. of CE(s) | Eigenvalue Statistic  |Critical Value| Prob.**
None * 0.333228 23.47488 15.49471 | 0.0026
Atmost1* | 0.142401 6.451968 3.841466 | 0.0111

Hypothesized Max-Eigen 0.05
No. of CE(s) | Eigenvalue Statistic  |Critical Value| Prob.**
None * 0.333228 17.02291 14.26460 | 0.0179
Atmost1* 0.142401 6.451968 3.841466 0.0111

S 1970) s I b & oS LYY 5 Al Jame o Srall S Ll wils 1(06) 43, Jab

(2016

EVIEWST0 maty Je sl ol slte] 0 2 jall

15.49471 = sjaalt a2 ad)l o ST g8 9 23.47488 ol Y1 jlas O L oMel Jodt M ed
gl o ST ga 9 17.02291 (gl aboall L3Y1 jlast OF 04 657 agr 0 0.0026 6,05 Jlaz=ty
Jdas o gﬁ;\;\ BWY on Hrie LS sy Jo Jy & 0.0179 o5 Jlast 5 14.26460 =, 5,05l a4
e Vg Wlad) e 5 o oSKH BV G Y abgb a5ls BMe Sls ole a3 I g 3 i)
e s FPA| z3sf el Ji

VAR i g3 ¢ -l oy wud 4

o) 356 sl 1 LR, FPE, AIC, HQ (s ol 3568 19l jolas m)f 0F ez (07) (3, Jgadi o
(VAR) I 7356 3 sbladl ol sas jlas) wits 1(07) o3 Jaadtd

Lag LogL LR FPE AIC sC | HQ

0 |-5455237| NA 1.27e+08 | 24.33439 | 24.41468 | 24.36432
1 | -420.6560 | 233.0865 | 589558.2 | 18.96249 | 19.20338*| 19.05229
2 | -415.2276 | 9.650369*| 554096.3* 18.89901* 19.30049 | 19.04867*
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Lk Xy S 3 VS Jdns P S

UN- -10,25722 — 0,005614(XPN)
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Cointegrating Eq: CointEql
UN(-1) 1.000000
XPN(-1) -0.005614
(0.00205)
[-2.74115]
C -10.25722
Error Correction: D(UN) D(XPN)
CointEql -0.031575 -16.93673

(0.02109) | (4.81955)
[-1.49749] | [3.51417]
D(XPN(-2)) -0.001208 | -0.475151
(0.00073) | (0.16694)
[-1.65405] | [-2.84632]
C 0.205594 | 296.6592
(0.32274) | (73.7688)
[0.63704] | [4.02147]
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LM e et gts (09) 3, Jgadd

Lag |LRE*stat| df Prob. |Rao F-stat df Prob.
1 1.226681| 2 | 0.8737| 0.304628| (2,58.0) | 0.8737
2 4.256354| 2 | 0.3724| 1.084709| (2,58.0) | 0.3726
3 4588512 2 |0.3322] 1.172695| (2,58.0) | 0.3323
4 2.642531| 2 | 0.6193| 0.664199| (2,58.0) | 0.6194
5 1.579014| 2 |0.8126| 0.393302| (2,58.0) | 0.8126
6 5506959| 2 | 0.2391| 1.418579| (2,58.0) | 0.2393
7 8.326571| 2 | 0.0803| 2.197800| (2,58.0) | 0.0804
8 8.919693| 2 | 0.0631| 2.366508| (2,58.0) | 0.0632
9 4.055874| 2 | 0.3985| 1.031842| (2,58.0) | 0.3986
10 | 3.780640| 2 | 0.4365| 0.959555| (2,58.0) | 0.4366
11 | 1.298414| 2 | 0.8616| 0.322639| (2,58.0) | 0.8617
12 | 0.952253| 2 | 0.9169| 0.235927| (2,58.0) | 0.9170
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White Last wsts (10) 13 Jgad

Chi-sq df Prob.

68.88515| 78 0.7600
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Al sygine L) 2518 o (1) 03 g

Coefficient|  Std. Errorl t-Statistic Prob.
C@) -0.169024 0.076662| -2.204805 0.0314
C(2) 0.321617 0.171362 1.876824 0.0656
C@®3 0.261482 0.176885 1.478260 0.1447
C(4) 0.038355 0.180397 0.212614 0.8324
C(5) 0.330746 0.208883 1.583403 0.1188
C(6) 0.085947 0.208530 0.412155 0.6817
C() -6.87E-05 0.001081| -0.063569 0.9495
C(8) -0.001375 0.001157 -1.189098 0.2392
C(9) -0.000633 0.001031] -0.614380 0.5414
C(10) -0.002240 0.001617| -1.384784 0.1714
C(11) -0.002212 0.002861 -0.773030 0.4426
C(12) 1.107591 0.613539 1.805249 0.0762
C(13) 14.92377 13.88301 1.074967 0.2868
C(14) -7.167607 31.03277] -0.230969 0.8182
C(15) 1.724951 32.03286 0.053849 0.9572
C(16) -90.45097 32.66884| -2.768723 0.0075
Cc@7) -47.09993 37.82752| -1.245123 0.2181
C(18) 30.71277 37.76360 0.813290 0.4194
C(19) -0.058788 0.195803| -0.300241 0.7651
C(20) 0.255483 0.209444 1.219818 0.2275
C(21) 0.442029 0.186717 2.367372 0.0213
C(22) 1.206212 0.292879 4.118459 0.0001
C(23) -0.859318 0.518170] -1.658371 0.1026
C(24) -45.74907 111.1086| -0.411751 0.6820
Determinant residual covariance 120810.7
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Wald L) its (12) 3, g

Test Statistic Value df Probability

Chi-square 8.343977 2 0.0154

Normalized Restriction (= 0)|  Value Std. Err.

C(2) 0.321617 | 0.171362
C(3) 0.261482 | 0.176885
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o Jo#

VA3 Alad) Jase (3 Ay (glme OLAN Laltie alsie Radal Ll GUsSe WE lgs (12) 3 Joadk) oo
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(UN) ol Jaws s

SE. UN XPN
1 1.670687 100.0000 0.000000
2 2.571115 99.82680 0.173204
3 3.313780 99.64982 0.350181
4 3.829393 99.45540 0.544599
5 4,358271 96.21440 3.785601
6 4.875573 89.77077 10.22923
7 5.399321 79.83796 20.16204
8 5.807351 72.58179 27.41821
9 6.423386 60.79136 39.20864
10 6.971832 52.16985 47.83015
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