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Abstract:

Oil is considered as the main source of financing the state budget. This fact makes
public expenditures affected by changes in the energy market. Thus, this study aims at
determining the impact of oil price fluctuations on public expenditures in Algeria during the
period 1980-2018 through the implementation of the Angel-Granger method for estimating
the long-term relationship. As far as the short-term relationship is concerned, The Error
Correction Model (ECM) is used.

The study found that there is a long-term and short-term correlation between oil
prices and expenditures. The higher the price of oil, the higher the public expenditures and
the same in the event of a collapse in oil prices. What applies with the rent economy
adversely affects the national economy. This has led the Algerian Government to introduce
austerity policies and rationalize expenditures.

Keywords: Oil Price ; Public Expenditures ; Angel-Granger ; The Error Correction Model.
JEL Classification Codes: H27; Q43.
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Ciependent Variable: DOP

Method: Least Squares

Date: 06/29/22 Time: 20:38

Sample (adjusted): 1987 2020

Included observations: 34 after adjustments

Wariable Coefficient Std. Error t-Statistic Prob.
CroiL 20874659 8939793. 2.335027 0.0260
ET({-1) -0.194129 0.073687 -2 634523 0.0129
R-squared 0272105 Mean dependent var 5 02E+08
Adjusted R-squared 0.249358 S.0. dependent var 3. 24E+09
S.E. of regression 2 81E+09 Akaike info criterion 46 40700
Sum squared resid 2 52E+20 Schwarz criterion 46 49678
Log likelihood -7F86.9190 Hannan-Ciuinn criter. 46 43762
Durbin-WWatson stat 1.907 344
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Breusch-Godirey Serial Correlation LM Test:
Mull hypothesis: Mo serial carrelation at up to 1 lag

F-statistic 6912578 Prob. F(1,32) 0.1971
Obs*R-squared 2392468 Prob. Chi-Square(1) 01685

Test Equation:

Dependent Variable: RESID

Method: Least Squares

Date: 06/29/22 Time: 21:42

Sample: 1986 2020

Included observations: 35

Presample missing value lagged residuals set to zero.
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Heteroskedasticity Test: White
Mull hypothesis: Homoskedasticity

F-statistic 7.561836 Prob. F(2,32) 0.4044
Obs*R-squared 11.23275  Prob. Chi-Square(2) 0.3634
Scaled explained 32 13.09465 Prob. Chi-Square(2) 0.0014

Test Equation:

Crependent Variable: RESIDNZ
Method: Least Squares

Date: 06/29/22 Time: 21:47
Sample: 1986 2020

Included cbservations: 25
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10
Series: Residuals
Sample 1986 2020

8 Observations 35
6 Mean -5.72e-06
Median -1.30e+09
Maximum 1.61e+10
4 Minimum  -1.27e+10
Std. Dev. 6.57e+09
5 Skewness 0.561692
. . Kurtosis 3.622684
0 - -- - Jarque-Bera  2.405852
-1.0e+10 0.02500 1.0e+10 Probability  0.300314
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