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Abstract:

This study examines the impact of public expenditure on economic
growth in Algeria over the period 1980-2024. It aims to assess the
effectiveness of expansionary fiscal policy in stimulating economic
activity and to identify the nature of the effect of changes in public
expenditure on gross domestic product (GDP).

To achieve the objectives of the study, the inductive approach was
adopted in the theoretical part, while the empirical part relied on a
descriptive, analytical, and econometric approach using the Vector
Autoregression (VAR) model.

The empirical results indicate that public expenditure has a positive
impact on economic growth in Algeria; however, this impact remains
limited in terms of both magnitude and persistence. This suggests that
fiscal policy effectiveness is still insufficient to achieve sustainable
economic growth, in the presence of other factors such as inflation,
which negatively affect economic performance.

Keywords: public expenditure, gross domestic product, fiscal policy,
Vector Autoregression (VAR) model.
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VAR Residual Serial Correlation LM Tests
Date: 04/25/26 Time: 20:32

Sample: 1980 2024

Included observations: 43

Null hypothesis: No serial correlation atlag h

Lag LRE* stat df Prob. Rao F-stat df Prob.

1 8.746644 9 0.4610 0.982149 (9,75.6) 0.4617
2 7.182816 9 0.6181 0.798482 (9,75.6) 0.6187
3 6.502377 9 0.6888 0.719694 (9,75.6) 0.6893

Null hypothesis: No serial correlation atlags 1 to h

Lag LRE* stat df Prob. Rao F-stat df Prob.
1 8.746644 9 0.4610 0.982149 (9,75.6) 0.4617
2 14.92196 18 0.6673 0.821262 (18,79.7) 0.6704

3 21.46117 27 0.7642 0.771658 (27,73.7) 0.7716

*Edgeworth expansion corrected likelihood ratio statistic.
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VAR Residual Heteroskedasticity Tests (Includes Cross Terms)
Date: 04/27/26 Time: 23:37
Sample: 1980 2024
Included observations: 43
Joint test:
Chi-sq df Prob.
185.7607 162 0.0973
Individual components:
Dependent R-squared F(27,15) Prob. Chi-sq(27) Prob.
res1*res1 0.902516 5.143387 0.0009 38.80819 0.0659
res2*res2 0.566767 0.726792 0.7719 24.37097 0.6097
res3*res3 0.879982 4.073371 0.0032 37.83922 0.0804
res2*res1 0.657003 1.064152 0.4638 28.25111 0.3981
res3*res1 0.598678 0.828759 0.6752 25.74316 0.5329
res3*res2 0.761552 1.774322 0.1230 32.74672 0.2056
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VAR Residual Normality Tests
Orthogonalization: Cholesky (Lutkepohl)
Null Hypothesis: Residuals are multivariate normal
Date: 04/26/26 Time: 11:35
Sample: 1980 2024
Included observations: 43
Component Skewness Chi-sq df Prob.*
1 -1.153882 9.542013 1 0.0020
2 0.666643 3.184955 1 0.0743
3 0.577870 2.393188 1 0.1219
Joint 15.12016 3 0.0017
Component Kurtosis Chi-sq df Prob.
1 6.247097 18.89068 1 0.0000
2 3.630652 0.712585 1 0.3986
3 4.302650 3.040272 1 0.0812
Joint 22.64354 3 0.0000
Component Jarque-Bera df Prob.
1 28.43270 2 0.0000
2 3.897540 2 0.1424
3 5.433460 2 0.0661
Joint 37.76369 6 0.0000
*Approximate p-values do not account for coefficient
estimation

Eviews.13 ol e slaeVU el slas) oo 0 jaall
dpadal)l 4ol (a8 G ¢ redall 5ol VaAr £3580 s g sl (e e i) Sl e Oug
o 41 (10) o3y dsabi 3 2l Jarque-bera jlesl mls 5ei5 ¢ bl ajedl a5 Sl O e
2,8 by A1 (5o Lo D05 dugiall st pn B 29 0.00 il drald jlasSU 2o~ aedl
Ele day ¥ LAV e 06 U3 18y kel myjg8 m ¥ VAT z398 Jlgy O i 4oy ¢ dpatal)
il Jo bl ey U ¢ Rnasiidll <)Lyl SY st b 3 il (sl A Do el Lagr
) 375 IO (ealasVl sl s sl G 1 S 3

51



SRl I G 3 o3l gl Jo pogenlt GBI 5V Lol d Loy Aulys gl fuadl)
(2024-1980)

dnd) L1 6.2 .11
Raeed 212l o sleas Wl g i) lpaie G ) B ol il 1LV s gy
Vare=d) gl Jusy) =348 ) e

el Ll J g 12 Jodr

VAR Granger Causality/Block Exogeneity Wald Tests
Date: 05/01/26 Time:20:48

Sample: 1980 2024

Included observations: 43

Dependent variable: PIB

Excluded Chi-sq df Prob.
G 1.253171 2 0.5344
INF 0.516826 2 07723
All 2.274589 4 06854

Dependent variable: G

Excluded Chi-sq df Prob.
PIB 7.257053 2 0.0266
INF 4238551 2 0.1201
All 2 -—

Dependent variable: INF

Excluded Chisq dr Prob.
PIB 1.157000 2 0.5607
G 0676024 2 0.7132
All 2 —

Teststatistics notavailable for lag coefficients with restrictions
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Variance Decomposition of PIB:

Period S.E. PIB G INF
1 1.77E+10 100.0000 0.000000 0.000000
(0.00000) (0.00000) (0.00000)
2 2.63E+10 99.24849 0.693236 0.058273
(2.88645) (1.99153) (1.78279)
3 3.33E+10 97.90172 2.051956 0.046328
(5.40454) (4.29145) (2.90454)
4 3.93E+10 96.35080 3.367644 0.281560
(7.80991) (6.20290) (4.80152)
5 4.48E+10 94.71611 4.358762 0.925132
(9.82318) (7.59841) (6.85888)
6 4. 98E+10 93.03604 5.047891 1.916074
(11.3951) (8.56843) (8.53988)
7 5.45E+10 91.38515 5.545262 3.069584
(12.7570) (9.28177) (10.0080)
8 5.90E+10 89.84189 5.944221 4.213889
(14.0824) (9.88324) (11.4431)
o 6.33E+10 88.44852 6.296185 5.255293
(15.4033) (10.4410) (12.8707)
10 6.74E+10 87.21105 6.619126 6.169829
(16.6859) (10.9678) (14.2413)
Variance Decomposition of G:
Period S.E. PIB G INF
1 1.206325 7.425807 92.57419 0.000000
(8.01817) (8.01817) (0.00000)
2 1.658617 4.278908 95.47124 0.249849
(7.06218) (7.56778) (1.88191)
3 1.814880 4.318484 94 .63399 1.047528
(6.87412) (7.18014) (2.90400)
4 1.908736 6.529159 87.45336 6.017484
(8.38187) (9.98754) (6.70604)
5 2.011733 9.093200 78.73033 12.17647
(9.90120) (12.4610) (9.87599)
6 2.093567 11.27499 72.97265 15.75236
(11.1850) (13.5038) (11.5957)
7 2.141330 13.23340 69.99183 16.77477
(12.2287) (13.9046) (12.3940)
8 2.170155 15.13285 68.24163 16.62552
(13.0070) (14.0308) (12.6401)
i=} 2.195473 17.03902 66.71665 16.24433
(13.5835) (14.0454) (12.6156)
10 2.223313 18.98583 65.09836 15.91581
(14.0269) (14.0361) (12.4977)
Variance Decomposition of INF:
Period S.E. PIB G INF
1 4.714684 1.226875 0.162555 98.61057
(5.08010) (2.51290) (5.64219)
2 6.541148 2.387600 0.117508 97 .49489
(7.07652) (3.70193) (7.88207)
3 7.369290 3.961031 0.466005 95.57296
(8.46307) (5.54101) (9.57449)
4 7. 767811 5.600539 1.5625682 92.87378
(9.47260) (7.23515) (10.8375)
5 8.003601 6.930464 2.926856 90.14268
(10.1672) (8.54359) (12.0063)
6 8.163770 7.864153 4.070071 88.06578
(10.6276) (9.50255) (12.9903)
7 8.278783 8.506302 4.744644 86.74905
(11.0168) (10.1419) (13.6949)
8 8.366734 8.982179 5.067108 85.95071
(11.4137) (10.4917) (14.1564)
o 8.437433 9.380760 5211866 85.40737
(11.8154) (10.6566) (14.4965)
10 8.495039 9.751843 5.290342 84.95782
(12.2112) (10.7406) (14.8086)

Cholesky One S.D. (d.f. adjusted) Innovations

Cholesky ordering: PIB G INF

Standard errors: Monte Carlo (100 repetitions) standard deviations
in parentheses
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Dependent Variable: PIB
Method: Least Squares
Date: 05/12/26 Time:23:34
Sample: 1980 2024
Included observations: 45

Variable Coefficient Std. Error t-Statistic Prob.
C -6.69E+10 7.54E+10 -0.887167 0.3800
G 1.28E+10 4.39E+09 2917774 0.0056
INF -3.92E+09 1.22E+09  -3.212057 0.0025
R-squared 0.309621 Mean dependent var 1.15E+11
Adjusted R-squared 0.276746 S.D.dependentvar 7.48E+10
S.E. of regression 6.36E+10 Akaike info criterion 52.65341
Sum squared resid 1.70E+23 Schwarzcriterion 52.77385
Log likelihood -1181.702 Hannan-Quinn criter. 52.69831
F-statistic 9.418094 Durbin-Watson stat 0.270519
Prob(F-statistic) 0.000418
ADF )z jlas: 2 goda
Null Hypothesis: D(G) has a unit root Null Hypothesis: G has a unit root
Exogenous: Constant Exogenous: Constant
Lag Length: 1 (Automatic - based on SIC, maxlag=9) Lag Length: 1 (Automatic - based on SIC, maxlag=9)
t-Statistic Prob.* t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -5.633612  0.0000 | |Auamented Dickey-Fuller test statistic -2.876756 _ 0.0564
Test critical values: 1% level -3.596616 Test critical values: 1% level -3.592462
5% level -2.933158 5% level -2.931404
10% level -2.604867 10% level -2.603944

*MacKinnon (1996) one-sided p-values.

*MacKinnon (1996) one-sided p-values.
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Null Hypothesis: D(G) has a unit root
Exogenous: Constant
Bandwidth: 24 (Newey-West automatic) using Bartlett kernel

PPaaay) Lest: 3 s

Null Hypothesis: G has a unit root
Exogenous: Constant
Bandwidth: 5 (Newey-West automatic) using Bartlett kernel

Adj. t-Stat Prob.* Adj. t-Stat Prob.*

Phillips-Perron test statistic -6.586425 0.0000 Phillips-Perron test statistic -2.288217 0.1801
Test critical values: 1% level -3.592462 Test critical values: 1% level -3.588509

5% level -2.931404 5% level -2.929734

10% level -2.603944 10% level -2.603064
*MacKinnon (1996) one-sided p-values. *MacKinnon (1996) one-sided p-values.
Residual variance (no correction) 1.815173 Residual variance (no correction) 1.664308
HAC corrected variance (Bartlett kernel) 0.248487 HAC corrected variance (Bartlett kernel) 1.884894

Date: 05/12/26 Time: 23:45

Sample: 1980 2024

Included observations: 45
Lags interval (in first differences): 1 to 1

Endogenous variables: PIB INF G

eilrgz Hral) LS st 4 el

Deterministic assumptions: Case 3 (Johansen-Hendry-Juselius): Cointegrating
relationship includes a constant. Short-run dynamics include a constant.

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05 Prob.**
No. of CE(s) Eigenvalue Statistic Critical Vvalue Critical Value
None 0.331271 24.21251 29.79707 0.1916
At most 1 0.147974 6.910305 15.49471 0.5881
At most2 0.000566 0.024358 3.841465 0.8759

Trace test indicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Max-eigenvalue)

Hypothesized Max-Eigen 0.05 Prob.**
No. of CE(s) Eigenvalue Statistic Critical Value Critical Value
None 0.331271 17.30220 21.13162 0.1582
At most 1 0.147974 6.885947 14.26460 0.5027
At most 2 0.000566 0.024358 3.841465 0.8759

Max-eigenvalue test indicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
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VAR Lag Order Selection Criteria
Endogenous variables: PIB G INF
Exogenous variables: C

Date: 05/12/26 Time: 23:50
Sample: 1980 2024

Included observations: 41

Lag LogL LR FPE AIC SC HQ

0 -1311.409 NA 141e+24 64.11749 64.24287 64.16315
1 -1208.029 186.5872* 1.41e+22* 59.51362* 60.01515* 59.69625*
2 -1200.830 11.93991 1.55e+22 59.60147 6047915 59.92107
3 -1195.448 8.139231 1.89e+22 59.77794 61.03177 60.23452
4 -1190.315 7.010102 2.37e+22 59.96660 61.59659 60.56015

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarzinformation criterion

HQ: Hannan-Quinn information criterion

Vector Autoregression Estimates
Date: 05/12/26 Time: 23:52
Sample (adjusted): 1982 2024
Included observations: 43 after adjustments
Standard errors in () & t-statistics in []
PIB G INF
PIB(-1) 1.058548 1.21E-11 -2.18E-11
(0.17428) (1.2E-11) (4.6E-11)
[6.07393] [1.01696] [-0.47048]
PIB(-2) -0.041059 -3.98E-12 9.70E-12
(0.18843) (1.3E-11) (5.0E-11)
[-0.21790] [-0.310171 [0.19362]
G(-1) -1.91E+09 0.977376 -0.053169
(2.3E+09) (0.15555) (0.60792)
[-0.83576] [6.28349] [-0.08746]
G(-2) 2.62E+08 -0.335501 0.337170
(2.1E+09) (0.14132) (0.55231)
[0.12593] [-2.37408] [0.61047]
INF(-1) 1.36E+08 -0.017708 0.950315
(6.1E+08) (0.04129) (0.16139)
[0.22365] [-0.42884] [5.88843]
INF(-2) -3.77E+08 0.068003 -0.219339
(6.2E+08) (0.04251) (0.16616)
[-0.60350] [1.59954] [-1.32007]
C 3.30E+10 4.712284 -1.256956
(2.4E+10) (1.65755) (6.47819)
[1.35329] [2.84293] [-0.19403]
R-squared 0.951840 0.742232 0.700388
/Adj. R-squared 0.943813 0.699271 0.650452
Sum sq. resids 1.13E+22 52.38794 800.2168
S.E. equation 1.77E+10 1.206325 4.714684
F-statistic 118.5845 17.27676 14.02588
Log likelihood -1071.937 -65.26010 -123.8735
Akaike AIC 50.18313 3.360935 6.087141
SchwarzSC 50.46984 3.647642 6.373848
Mean dependent 1.19E+11 16.93006 8.434240
S.D.dependent 7.48E+10 2.199767 7.974424
Determinant resid covariance (dof adj.) 9.29E+21
Determinant resid covariance 5.45E+21
Log likelihood -1259.111
Akaike information criterion 59.54005
Schwarz criterion 60.40018
Number of coefficients 21
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