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The Impact of Public Expenditure Components on
Economic Growth in Algeria.

Abstract :

This study aims to measuring the impact of The composition of public
expenditure on economic growth in Algeria in the short and long term during
the period (1970-2015), using testing limits to test common integration
technique and error correction form, Under the methodology of Autoregressive
Distributed Lag (ARDL). The experimental results revealed an influence of the
total public spending by his two sectors Consumer and Investment on the
economic growth at the short term. At the long term, recording a small positive
effect of the investment spending on economic growth despite the huge public
investments injected into the Algerian economy. These results indicate the
ineffectiveness of the public spending as a tool to stimulate and support
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economic growth at a long term, which requires a review of the policies pursued
in spending.

Key word: Public Expenditure, Economic Growth, The Algerian Economy,
ARDL Model
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ARDL Cointegrating And Long Run Form
Original dep. variable: LN_GDP
Selected Model: ARDL(3, 0, 1. 1)

Date: 11/04/18 Time: 07:22

Sample: 1970 2015

Included observations: 43

Cointegrating Form

Variable Coefficient Std. Error +-Statistic Prob.
D{LN_GDP(-1)) 0.070260 0.148679 0.472560 0.6385
D({LN_GDP(-2)) 0.282826 0.123088 2298132 0.0278

D(LN_K) 0.304526 0.134739 2260121 0.0303

D(LN_L) 0.286067 0.250582 1.141614 0.2616

D(LN_GCON) 0.360190 0.097485 3.694813 0.0008

CointEq(-1) -0.709198 0.148240 -4 784129 0.0000

Cointeq =LN_GDP - (0.3771*LN_K + 1.1118*LN_L -0.0952*LN_GCON

—3.4121)
Long Run Coefficients
Variable Coefficiant Stdl. Error - Statistic Prob.
LN_K 0377145 0.072887 5174344 0.0000
LN_L 1.111811 0.201174 5526619 0.0000
LN_GCON -0.095231 0.155400 0612813 0.5441
< -3.412077 0.992234 -3.438782 0.0016

Sl aladl 3Lasdl 7390l Adlly Jo¥1 Bsls A8Mall yudsy laiell memial 7353 @5 (6) @3, Jguzd!
Eviews 9.5 diza o Ol ke 1 yuuall
soddl e SVl aladl Blasy! w3 of ) Jo¥) Ashe A8l ypuas gl pid
3933 @ e ¥ S aladl BLasdl T g g «Ggine pe ST gl soLaidY!
(olazd¥ ol
101 ¥ Sad 28Mally Lasdl mumind 73503 s @S (s
s 45l8a] Gy 1dag 0.7091 als COINEQ(-1) lastl mumsas Jolas Aasd -
ozl mammsad > Jalas o) LS skl sull e lasall ¢ %7091 Jlg>
ldag el paall o e JolSS 5929 S5 Lo 929 (%71 tie Ligiang 8,Lad | dlu
$oLad¥! gaill de S alall Blasdly Jaally JUI uly (o S 50 ey
J2Y1 dlgleg 5 und A4S, zaladdl 3
Ol «galazd¥l saill (e Sl plall BLAM $ginny bl Al lia o -
B anplesd 83l ) 6355 %71 Lads S aladl Bl piylest 3305
%1 Bogine Syiun dic Idag %36.01 cuylay Ly Jlea¥l =l
2§y \ac ! aladl BLaIN 73 guacd yu i LS .2
Sl zigert Aewdlly Ja¥l alsh 28Mally okl mumind zigel puds mlo
Jlsll Joazdl 3 dinga letiiwd] plall

511



Lyil5al 2paliatd ¥l Slucsl) digad Aliws Slouxs ooles crme /Il (Gl aes /i

ARDL Cointegrating And Long Run Form
Original dep. variable: LN_GDP
Selected Model: ARDL(3. 0. 1. 0)

Date: 11/04/16 Time:07:32

Sample: 1970 2015

Included observations: 43

Cointegrating Form

Variable Coefficient Std. Error t-Statistic Prob.
D(LN_GDP(-1)) 0.458857 0167657 2 736875 0.0097
D(LN_GDP(-2)) 0.254424 0.148180 1.716991 0.0948

DLN_K) 0.356809 0.155794 2 290267 0.0281

DL MN_L) 0.142427 0.295070 0.482688 0.6323

D(LN_GCAP) 0.136739 0.066086 2069112 0.0460
CointEq(-1) -1.110359 0214110 -5.185917 0.0000

Cointeq = LN_GDP - (0.2899"LN_K + 0.2348*LN_L + 0.0892"LN_GCAP

24434 )
Long Run Coefficients
Variable Coefficient Std. Error t-Statistic Prob.
LN_K 0.289929 0.058931 4919804 0.0000
LiN_L 0.934837 0.057550 16.243958 0.0000
LN_GCAP 0.089219 0.049418 1.805397 0.0796
c -2.443426 0311715 -7 838664 0.0000
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