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Analyze and measure the relationship between government spending and inflation in
Algeria over the long term (1970 - 2015)
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Abstract This study aims to causal relationship between government spending analysis (EXP) and
inflation, expressed as a index of consumer prices (CPI) in Algeria during the period (1970 2015)
in the short term and the long, for it was the use of standard methods of modern test stability of the
strings time and joint integration, model error and correct causal Granger. as the use of Logarithms

all government spending (LEXP), and the index of consumer prices (LCPI).

The study found that government spending (LEXP) and the index of consumer prices (LCPI)
on a common complementary relationship, and that there is a causal relationship of short and long-
term trending of government spending (LEXP) to the index of consumer prices (LCPI), where that
increased government spending (LEXP) at 1%, increase the index of consumer prices (LCPI) at

0.15%, which means that an increase in government spending leads to a rise in inflation rates in
Algeria during the study period.

Key words: Government Spending, Inflation, Co-Integration, The Index Of Consumer Prices,
Causality.
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Pk LS Bl eSS

(2015 —=1970 ) & 2t SO it yldt O piia DUy 1(03) o3y J 3!

log EXP log CPI
1970 0.7690 0.5899
1971 0.8414 0.6020
1972 0.9136 0.6190
1973 0.9995 0.6483
1974 1.1273 0.6599
1975 1.2803 0.6963
1976 1.3035 0.7307
1977 1.4060 0.7759
1978 1.4786 0.8388
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1979 1.5252 0.8819
1980 1.6436 0.9201
1981 1.7608 0.9795
1982 1.8600 1.0056
1983 1.9285 1.0310
1984 1.9618 1.0652
1985 1.9993 1.1085
1986 2.0078 1.1589
1987 2.0169 1.1906
1988 2.0780 1.2153
1989 2.0951 1.2540
1990 2.1351 1.3255
1991 2.3251 1.4255
1992 2.6233 1.5450
1993 2.6781 1.6261
1994 2.7530 1.7367
1995 2.8805 1.8506
1996 2.8601 1.9244
1997 2.9269 1.9485
1998 2.9423 1.9696
1999 2.9830 1.9808
2000 3.0711 1.9821
2001 3.1209 1

2002 3.1905 2.0006
2003 3.2146 2.0242
2004 3.2762 2.0411
2005 3.3121 2.0471
2006 3.3897 2.0570
2007 3.4925 2.0727
2008 3.6223 2.0933
2009 3.6280 2.1176
2010 3.6500 2.1342
2011 3.7582 2.1534
2012 3.8600 2.1906
2013 3.7798 2.2044
2014 3.8438 2.2168
2015 3.8890 2.2371

P USRI R R R SR WA

(2015-1970) Jishll (saal e 3 5ad & adamill s oo sSall G o A8 s Julas

ca B B gl il U A sl ke W i W 2L o piie CONS sl b ) 01l Ul —

Jot o 85l SULY 2kl (EVIEWS 7) b plisial Cpuld) e sleeVl & i) tolldl drles =2
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g Al gl Bl el

ALl oSS i s e O el B ) e Ll sl o (e 1 A O Sy B J1 o el —1
B b Lt e dul il ods dazad O3 gy Y ol 8 s Sl gl ST 13 Lo 3l Al ) 2 gLVl ol gazall A 5
e ) Sl ) il e ol B ) e 3 g g AW J 3 o5 (ADF) paall

B3 ey (LEXP) oS4 Y1 e led Joid ol 5 cnlplll 2 ol pinal) dum )l jdor o jlas) s
¢ Sl e (LEXP)sadd aen gl abldld) OF (04) o3, Jsidl I o man ¢ (LCPT) Sl jan oLl
t aad) Sl ool JHW G, Ul Lodie SO (Bl £ and o ST %5 2 gime s a5l £ 203) (552
mjdjw\gwuﬁwfgm([,f,ﬂf)ﬁgﬂ@)\ Adedl () taed e BT %5 g dis 3 pudd
(B ) £ a3 e 131905 % sae tis A g £ 2y AL ool Ll 2 ) 0dd 5V G A Ol

(ADF) J$ — Sl 3u> J) ydr jlasl il 1(04) o8y J 03!

Ti‘;i::_ic:;td intercept Sl g & gl (S grame oAilad
~3.770000 1% o 1 ol

-3.190000 5% critical value o
-2.890000 10% ADF

1563286 t s T o Y
~5.447492 t i I3 &8 (LEXP)
-1.002082 tid & g Sl ‘;.»\,EJ\ (,BJJ\
~10.70356 t L J331 3 (LCPI) Mgl

EVIEWS 7 GAUJg sl el slae] e syl

LR, SC, FPE, W* 53y slia 5 |plot) lan ol Of ety (05) (3, J g n s}l 88 s =2
g el 55l 1 (AIC, HQ

(VAR) 1 z3 48 3 bldl 0l @b sue jlasl ol 1(05) o3y J g

Lag LogL LR FPE AIC SC HQ

0 -38.81358 NA 0.021915 1.855163 1.936262 1.885239

1 81.63300 224.4686*  0.000110*  -3.437864*  -3.194565*  -3.347637*
2 82.81956 2.103457 0.000125 -3.309980 -2.904482 -3.159602

EVIEWS 7 b e sl Ul 5] o - paal

18 padl oSN Lt -3

& oy 32 LS (CPI) ezl e wldll (3 )1 5 (EXP) oo SH WY o 8 zall Sl Lol ke
el o A gy o mal) LSl oz 5l 5 g g oy s s g ol 23 a5 L) i) et S (06) 03, b
aby 8 il UV pad Tad) eomal 2358 Lt ad OF i Sl pll O om0 oty 8 i LSS a5 g
(CPI) gzl Jlan aldl 301 5 (EXP) o S GLY) o sl
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(2015-1970) Jishll (saal e 3 5ad & adamill s oo sSall G o A8 s Julas

il g Ay b o 8 il WS L) il 1(06) @By J g

Hypothesized Eicenvalue Trace 5 Percent 1 Percent

No. of CE(s) g Statistic Critical Value Critical Value
None * 0.317428 18.89439 15.41 20.04

At most 1 0.046419 2.091368 3.76 6.65
Hypothesized Max-Eigen 5 Percent 1 Percent

No. of CE(s) Eigenvalue Statistic Critical Value Critical Value
None * 0.317428 16.80302 14.07 18.63

At most 1 0.046419 2.091368 3.76 6.65

EVIEWS 7 GAUJg sl el slae] syl

s 358 s SISy 15 S amie 3 58 renay

| e 75 6 il —4

alzaclly 21 5 lad) G5 & 22l JalSl 5 o g e AT ey
(O07)03, J ) 3 s a LS e

114 (07) o3, Jpadl i s ) il

t skl Y Sl g e —

SY oy B LS U S c)a.:w 3 ¢ -0.603406 :— D g A gime (EXP) gﬂ&‘ SEY By, O
tk WS gl sldd 3 (CPTy el Jland wldl 301 5 (EXP) o sS4
logCPI = 0.023873+ 0.603406logEXP

el Jr Y § meoead) falas —

%8.5 L,w ¢l -0.830255 wle 5 & sias (CPI) Slgnedl Jlany bl o3 )1 Wslas & Lokl s 2 0 O)

L) g SN IR T ES Y == 4(CPI)

SMgredl el el (3003 Ll Jo Y1 051l J o5l

G gn g hgme pb (BEXP) o SH B eomas Jalae OV el dx 6 (EXP) (o SH SLaY) ale & U

0.076125 s s
:M\ J:-:}I\ 33)4..9 -

¢33 %1 1 (EXP) oS Byl sl O s oty 52 o) mld) il L5310 35 ) olodan & oo
9%0.15 i Q™ bl 6 52l (CPI) gt Jlany bl (301 8505 U
ot et 7558 il 1(07) o3y J g

Cointegrating Eq: CointEql
LOG_CPI(-1) 1.000000
LOG_EXP(-1) -0.603406
(0.03148)
[-19.1653]
C 0.023873

Error Correction:

D(LOG_CPI)D(LOG_EXP
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)

CointEq] -0.830255  0.076125
0.21073)  (0.07599)
[-3.93983] [ 1.00177]

D(LOG_CPI(-1)) 0.053285  0.057697
(0.15874)  (0.05724)
[-0.33568]  [-1.00796]

D(LOG_EXP(-1)) 0.150441  0.198202
(0.43243)  (0.15593)
[-0.34790] [ 1.27107]

C 0.049645  0.057546
(0.03918)  (0.01413)
[1.26713]  [4.07323]

Eviews 7 zb» o sy e Ul slie] o 2 yobeal)

Hend | BN JL) =5

Sl bl 3N (LEXP) oS BLY) anlll 2 prdl Gy ded) 5 (08) o35 Jsidkl mon
(LCPheled

<0.0023 o, Jla=b 7.14371 ik Fol gld Jpadt 3 eadl) (o) (3 end) B0l i) il 5 —
bl (30 3 Aol ol A b sehe e oy (LEXP) o SH SWY) 3 ol OF 22 L W s
(LCPheledr Y

oS BY UL (LOPHEG el ol 1301 e aon s B80e 55 5 B i) Bomz) Bty W
oS BLY @ ol o ¥ (LOPDHelesd) jland bl 300 @ il Of ) il w15 s ((LEXP)
0.5978 s 5 Jlz=1; 0.52131 <k F 0f & (LEXP)

by (LOPT) Mgl Jan i) 0301535 & e (LEXP) (oo S BLAY1 5215 01 8053 o5 s 1
) @30 UL (LEXP) oS GYI r ot cdmly ol b dw 33e a0 a5T sl 51 3 GlanS ol
55 M el Jaes 5Ly JL sl S 3 e S BB e 3 8L 06 ade 5 (LOPDHE el
EWPY

T B 21 2yl it 2(08) o8 d !

Null Hypothesis: Obs F-Statistic Prob.

LOG_EXP does not Granger Cause
LOG_CPI 44 7.14371 0.0023
LOG_CPI does not Granger Cause LOG_EXP 0.52131 0.5978

EVIEWS 7 GAUJg sl Ea U slae] e syl
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%0.15

1o 5!
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Jekid aeliall 5 2, I 6 #= Y A Y oleladll pleaal¥l M e (e3basVl sl slas s Jo Jeadl —
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