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The impact of public expenditures on economic diversification in Algeria

during the period 1970-2020: An Empirical Study
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Abstract

This study aims to show the relationship between public expenditures and economic
diversification in Algeria during the period (1970-2020), by using the Autoregressive Distributed
Deceleration (ARDL) methodology to estimate the dynamic relationship between public
expenditures, oil resource revenues and economic diversification in the short and long term. This
indicates the existence of an inverse and significant relationship in the short term between public
expenditures and economic diversification, and the existence of a direct and significant
relationship between public expenditures and economic diversification in the long term. This
result indicates the effectiveness of public expenditures as a tool to stimulate economic sectors

outside the hydrocarbon sector and achieve economic growth.

Keywords: Public Expenditures, Economic Diversification, ARDL Model.
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UNIT ROOT TEST TAELE (PF)
At Level
HHI Gov MY
With Con... t-Statistic -3.0385 -2 2360 -2 6856
Frob. 0.0381 0.1966 0.0836
e nD *
With Con... t-Statistic -2.4709 -2.4072 -2.5900
FProb. 0.3406 0.3716 0.2864
no nd no
Without C... t-Statistic -2.1974 0.2465 -0.7989
FProb. 0.0283 0.7537 0.3649
= nd no
At First Difference
di{HHI} d{GOWV) di{MY)
With Con... t-Statistic -10.4294 -5.51&89 -7.5565
Frob. 0.0000 0.0000 0.0000
With Con... t-Statistic -18.1793 -5.5748 -7.5995
Frob. 0.0000 0.0002 0.0000
Without C... t-Statistic -10.5997 -5.5960 -7.6474
Frob. 0.0000 0.0000 0.0000
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Dependent Yariable: HHI

Method: ARDL

Date: 111722 Time: 14:52

Sample (adjusted): 1973 2020

Included observations: 48 after adjustments
Maximum dependent lags: 3 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (2 lags, automatic) GOV MY
Fixed regressors: C

Mumber of models evalulated: 48

Selected Model: ARDL(3, 3, 0)

‘fariable Coefficient Std. Error t-Statistic Prob.*
HHI{-13 1.040215 0.089450 11.62898 0.0000
HHI{-2) -0. 467786 0106651 -4 386149 0.0001
HHI{-2) 0220223 0.070470 3125052 0.0033

GOV 0.000819 0001718 0476758 0.5362

GOV-1) 0.004020 0.002365 1.699755 0.0971
GOW(-2) -0.004701 0.002504 -1.877202 0.0580
GOV(-3) 0002433 0.001945 1. 765346 0.0853
MY 0.000284 0.000481 0.590249 0.5584

C -0.054211 0.032745 -1.655572 0.1058
R-squared 0.904978 Mean dependent var 0.055660
Adjusted R-squared 0885486 S.D. dependentwvar 0.046799
S.E. ofregression 0.015837 Akaike info criterion -5.285623
Sum squared resid 0.008781 Schwarz criterion -4 934772
Log likelihood 135.8549 Hannan-CQuinn criter. -5.1530326
F-statistic 46 42878 Durbin-Watson stat 2 437528
Prob(F-statistic) 0.000000

selection.

*Mote: p~values and any subsequent tests do not account for model
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F-Bounds Test Mull Hypothesis: Mo levels relationship
Test Statistic Value Signif. [0y (1)
F-statistic 5115785 10% 263 3.35
k 2 5% 31 3.87
2.5% .55 438

1% 413 5
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 2080373 Prob. F(4,35) 01044
Dbs*R-squared 9220173 Prob. Chi-Square(4) 0.0558
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Heteroskedasticity Test: ARCH

F-statistic 0666485 Prob. F(1,45) 04186
Obs*R-squared 0.685947 Prob. Chi-Square(1) 0.4075

oamdy g1l Heteroskedasticity Test: ARCH ,Las1 (05) 3, Jouz]| Bl cda
%5 Lgiall Gaiwun cpo ASTF-statistic , dual A llaas¥) dagd o el olyls @ld

Bl pigislasl -
‘jl},.u @...Ja.n e}ﬁJl;Lﬁ.&l Bliu2 o8, Jsad
8
Series: Residuals
74 — Sample 1973 2020
6 Observations 48
5 | | Mean 1.97e-17
Median 0.001813
4 — Maximum 0.026213
Minimum -0.031484
34 ] Std. Dev. 0.014426
7 Skewness  -0.197591
] Kurtosis 2.213925
1
Jarque-Bera  1.548166
0 ‘ ‘ Probability 0.461126
-0.03 -0.02 -0.01 0.00 0.01 0.02 0.03
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ARDL Error Correction Regression
Dependent Variable: D(HHI)

Selected Model: ARDL(3, 3, 0)

Case 2: Restricted Constant and Mo Trend
Date: 1117122 Time: 16:25

Sample: 1970 2020

Included observations: 48

ECM Regression
Case 2: Restricted Constant and Mo Trend

Wariable Coefficient Std. Error t-Statistic Prob.
D{HHI{-1)) 0.247563 0.085548 2.893860 0.0062
DiHHI{-2)) -0.220223 0064824  -3.397232 0.0016

D{GOV) 0.0008149 0.001468 0.557668 0.5803
D{GOV-1)) 0.001268 0.001650 0.768517 04468
D{GOV(-2)) -0.003433 0001673 -2.052519 0.04649

CointEq(-1)* -0.207347 0044169  -4694383 0.0000
R-squared 0545310 Mean dependentvar -0.001776
Adjusted R-squared 0.491180 35.0. dependentvar 0.021394
S.E. of regression 0.015261 Akaike infa criterion -5.410623
Sum squared resid 0.009731 Schwarz criterion -8 ATET23
Log likelihood 135.8549 Hannan-Ciuinn criter. 5322231
Durbin-Watson stat 2437528

* p-~value incompatible with t-Bounds distribution.
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Wla>| Gsire sag (CointEq(-1)= (20.7347) Jalall lia 4ed alig «Jsghll
Ot il JalSall A8Me 5529 1S5 Lo o) Adlue 3)Lilsg %5 (Sgiun is (P=0.00000)
e 01 (-20.7347) ezl mumsas b delas daud pddy .z dsedl § als Il ol paall
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% 0.20 Ay (1) 5,501
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Levels Equation
Case 2 Restricted Constant and Mo Trend

Variable Coefficient Std. Errar f-Statistic Prob.
GOy 0017220 0007776 2.214608 0.0327
MY 0.001370 0002225 0.615830 0.5416

C -0.261452 0156303  -1.672726 01024

EC =HHI - (0.0172*G0OV + 0.0014*NY -0.2615)
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