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The impact of fluctuations in oil revenues in the financing of
government expenditure in Algeria
Econometric Study during the period (1990-2016)
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Abstract:

The aim of this paper is to study the relationship between the fluctuations in oil revenues and the
financing of government expenditure in Algeria during the period 1990-2016, based on the data
of the Bank of Algeria. The study concluded that the importance of the oil revenues in the
Algerian economy. On Econometric side, the study results in a long-term cointegration between
the fluctuations in oil revenues and government expenditure. And then, Test the causalite
Granger, there is a correlation between the fluctuations in oil revenues and government spending
in the short run. A possible explanation for this is the nature of Algeria's economy, which relies
heavily on the hydrocarbon sector as its main source of income.
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I1y 0.0000 0.0950 0.0049 0.0953 LDEP
I1y 0.0061 0.8575 0.0096 0.8697 LREO
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Breusch-Godfrey Serial Correlation LM Test:
F-statistic2.496992 Prob. F(6,19) 0.0594
Obs*R-
squared11.90375 Prob. Chi-Square(6) 0.0642
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Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic1.085691 Prob. F(1,25) 0.3074
Obs*R-squared1.123744 Prob. Chi-Square(1) 0.2891
Scaled explained SS1.401811 Prob. Chi-Square(1) 0.2364
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Null Hypothesis: E has a unit root
Exogenous: None
Lag Length: 0 (Automatic - based on Modified AIC, maxlag=6)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -2.429740 0.0173
Test critical values: 1% level -2.656915
5% level -1.954414
10% level -1.609329
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Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
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No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.429573 15.72655 15.49471 0.0461
At most 1 0.115200 2.815049 3.841466 0.0934
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Dependent Variable: D(LDEP)

Method: Least Squares

Date: 14/03/18 Time: 22:51

Sample (adjusted): 1991 2016
Included observations: 26 after adjustments

Variable Coefficient Std. Error t-Statistic Prob.

C 0.059689 0.007938 7.519290 0.0000

D(LREO) 0.147620 0.056926 2.593205 0.0163

E(-1) -0.167668 0.035299 -4.749951 0.0001
R-squared0.523824 Mean dependent var0.065733
Adjusted R-squared(0.482417 S.D. dependent var0.0554 31
S.E. of regression0.039879 Akaike info criterion-3.497773
Sum squared resid0.036577 Schwarz criterion-3.352608
Log likelihood48.47105 Hannan-Quinn criter.-3.455971
F-statistic12.65072 Durbin-Watson stat1.684297

Prob(F-statistic)0.000197
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Null Hypothesis: Obs F-Statistic Prob.
LREO does not Granger Cause LDEP 24 5.27251 0.0094
LDEP does not Granger Cause LREO 0.57671 0.6381
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