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The Impact of Government Expenditure on Economic Growth in Algeria (1993- 2023)
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Abstract :

This study aimed to analyze and measure the impact of government spending and its main components on
economic growth in Algeria during the period from 1993 to 2023. The study used Gross Domestic Product
(GDP) as the main indicator of economic growth. To estimate the relationship between government
spending and economic growth, the Autoregressive Distributed Lag model (ARDL) was applied, which is a
suitable econometric model for analyzing long-term relationships between variables. The methodology
included a rigorous test for the stationarity of the time series data, which is essential for verifying the
presence of cointegration between the variables. Cointegration helps to confirm the existence of a long-
term balanced relationship between the variables studied. In addition, the study may include an analysis of
how different types of government spending (such as spending on infrastructure, education, and health)
affect economic growth.

The obtained results

Based on its empirical and analytical findings, this study determined that capital expenditure exerts a
positive and significant influence on long-term economic growth. Conversely, operational
expenditure was found to have no discernible impact on economic growth.

Keywords: Government spending, Capital expenditure, Operational expenditure, Economic growth, ARDL
model.
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https://data.albankaldawli.org/indicator/NY.GDP.MKTP.CD?end=2023&locations=DZ&name

_desc=true&start=1993
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Dependent Variable: LGDP
Method: ARDL
Date: 06/12/25 Time: 05:11
Sample: 1997 2023
Included observations: 27
Dependent lags: 4 (Automatic)
Automatic-lag linear regressors (4 max. lags): LGC LGI
Deterministics: Restricted constant and no trend (Case 2)
Model selection method: Akaike info criterion (AIC)
Number of models evaluated: 100
Selected model: ARDL(1,0,4)
Variable Coefficient Std. Error t-Statistic Prob.*
LGDP(-1) 0.753090 0.167244 4.502954 0.0002
LGC 1.296126 0.528404 2.452909 0.0240
LGI -0.383033 0.572190 -0.669417 0.5113
LGI(-1) 0.670885 0.578391 1.159916 0.2605
LGI(-2) -0.081596 0.487227 -0.167471 0.8688
LGI(-3) 0.878460 0.492091 1.785157 0.0902
LGI(-4) -1.775648 0.545311 -3.256209 0.0042
C -5.704939 2.567122 -2.222309 0.0386
R-squared 0.958349 Mean dependent var 15.71786
Adjusted R-squared 0.943004 S.D. dependent var 1.661295
S.E. of regression 0.396616 Akaike info criterion 1.229496
Sum squared resid 2.988774 Schwarz criterion 1.613448
Log likelihood -8.598199 Hannan-Quinn criter. 1.343665
F-statistic 62.45295 Durbin-Watson stat 2.144597
Prob(F-statistic) 0.000000

*Note: p-values and any subsequent test results do not account for
model selection.
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Dependent Variable: LGDP
Method: ARDL

Date: 06/12/25 Time: 05:11
Sample: 1997 2023

Included observations: 27
Dependent lags: 4 (Automatic)
Automatic-lag linear regressors (4 max. lags): LGC LGI
Deterministics: Restricted constant and no trend (Case 2)
Model selection method: Akaike info criterion (AIC)
Number of models evaluated: 100
Selected model: ARDL(1,0,4)
Variable Coefficient Std. Error t-Statistic Prob.*
LGDP(-1) 0.753090 0.167244 4.502954 0.0002
LGC 1.296126 0.528404 2.452909 0.0240
LGI -0.383033 0.572190 -0.669417 0.5113
LGI(-1) 0.670885 0.578391 1.159916 0.2605
LGI(-2) -0.081596 0.487227 -0.167471 0.8688
LGI(-3) 0.878460 0.492091 1.785157 0.0902
LGI(-4) -1.775648 0.545311 -3.256209 0.0042
(] -5.704939 2.567122 -2.222309 0.0386
R-squared 0.958349 Mean dependent var 15.71786
Adjusted R-squared 0.943004 S.D. dependent var 1.661295
S.E. of regression 0.396616  Akaike info criterion 1.229496
Sum squared resid 2.988774 Schwarz criterion 1.613448
Log likelihood -8.598199 Hannan-Quinn criter. 1.343665
F-statistic 62.45295 Durbin-Watson stat 2.144597
Prob(F-statistic) 0.000000

*Note: p-values and any subsequent test results do not account for
model selection.
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ndent Variable: D(LGDP)
ethod: ARDL

Date: 06/12/25 Time:05:11
Sample: 1997 2023

Included observations: 27
Dependentlags: 4 (Automatic)
Automatic-lag linear regressors (4 max. lags): LGC LGl
Deterministics: Restricted constant and no trend (Case 2)
Model selection method: Akaike info criterion (AIC)
Number of models evaluated: 100
Selected model: ARDL(1,0,4)
Variable Coefficient Std. Error t-Statistic Prob.
COINTEQ* -0.246910 0.068251 -3.617677 0.0015
D(LGI) -0.383033 0.397096  -0.964587 0.3452
D(LGI(-1)) 0.978784 0.367138 2.665982 0.0141
D(LGI(-2)) 0.897188 0.380430 2.358350 0.0277
D(LGI(-3)) 1.775648 0.395792 4486314 0.0002
R-squared 0.496065 Mean dependentvar 0.180531
Adjusted R-squared 0.404441 S.D.dependentvar 0.477609
S.E. of regression 0.368583 Akaike info criterion 1.007274
Sum squared resid 2.988774 Schwarzcriterion 1.247244
Log likelihood -8.598199 Hannan-Quinn criter. 1.078630
F-statistic 5.414113 Durbin-Watson stat 2.144597
Prob(F-statistic) 0.003437
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7
/ Series: Residuals \
6 Sample 1998 2023

Observations 26

Mean -8.34e-15

Median 0.000405

Maximum  0.463301

Minimum ~ -0.432359

Std. Dev. 0.213256

Skewness  0.179659

I Kurtosis 3.244273

. Jarque-Bera  0.204510

2 01 00 01 02 03 04 05

Probability ~ 0.902799
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reusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation at up to 4 lags

F-statistic 1.080473 Prob. F(4,15) 0.4009
Obs*R-squared 6.039320 Prob. Chi-Square(4) 0.1962
Test Equation:
Dependent Variable: RESID
Method: ARDL
Date: 06/12/25 Time: 06:04
Sample (adjusted): 1997 2023
Included observations: 27 after adjustments
Presample missing value lagged residuals set to zero.
Variable Coefficient Std. Error t-Statistic Prob.
LGDP(-1) 0.398070 0.281778 1.412705 0.1782
LGC -0.269308 0.544620 -0.494489 0.6281
LGI -0.076830 0.594491 -0.129237 0.8989
LGI(-1) -0.363326 0.611391 -0.594262 0.5612
LGI(-2) -0.144877 0.489278 -0.296103 0.7712
LGI(-3) -0.007951 0.490482 -0.016210 0.9873
LGI(-4) 0.113773 0.548933 0.207262 0.8386
C 4.447735 3.471182 1.281331 0.2195
RESID(-1) -0.568760 0.390389 -1.456903 0.1658
RESID(-2) -0.504074 0.310474 -1.623563 0.1253
RESID(-3) -0.306768 0.258749 -1.185581 0.2542
RESID(-4) 0.117630 0.251270 0.468140 0.6464
R-squared 0.223679 Mean dependent var 4.57E-15
Adjusted R-squared -0.345624 S.D. dependent var 0.339047
S.E. of regression 0.393298 Akaike info criterion 1.272604
Sum squared resid 2.320250 Schwarz criterion 1.848531
Log likelihood -5.180153 Hannan-Quinn criter. 1.443857
F-statistic 0.392899 Durbin-Watson stat 2.036238
Prob(F-statistic) 0.938267
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Heteroskedasticity Test: ARCH

F-statistic 0.159833 Prob. F(4,18) 0.9559
Obs*R-squared 0.788906 Prob. Chi-Square(4) 0.9399
Test Equation:
Dependent Variable: RESID”2
Method: Least Squares
Date: 06/12/25 Time: 06:12
Sample (adjusted): 2001 2023
Included observations: 23 after adjustments
Variable Coefficient Std. Error t-Statistic Prob.
C 0.090292 0.085253 1.059106 0.3036
RESID”2(-1) 0.095115 0.235597 0.403718 0.6912
RESID”2(-2) 0.121610 0.234824 0.517877 0.6109
RESID”2(-3) -0.089803 0.235024  -0.382102 0.7069
RESID”2(-4) 0.064747 0.235295 0.275173 0.7863
R-squared 0.034300 Mean dependent var 0.113647
Adjusted R-squared -0.180300 S.D. dependent var 0.294452
S.E. of regression 0.319897 Akaike info criterion 0.748028
Sum squared resid 1.842019 Schwarz criterion 0.994874
Log likelihood -3.602318 Hannan-Quinn criter. 0.810109
F-statistic 0.159833 Durbin-Watson stat 1.956047
Prob(F-statistic) 0.955916
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Ramsey RESET Test

Equation: UNTITLED

O mitted Vvariables: Powers of fitted values from 2 to 3
Specification: LGDP LGDP(-1) LGC LGC((-1) LGIC

Value df Probabilitv
F-statistic 1.3290437 (2, 23) 0.2842
Likelihood ratio 3.281859 2 0.1938
F-test summary:

Sum of Sa. df Mean Squares

Test SSR 0.685830 2 0.342915
Restricted SSR 6.618446 25 0.264738
Unrestricted SSR 5.932617 23 0.257940
LR test summary:

Value
Restricted LoglL -19.89811

Unrestricted Logl -18.25718

Unrestricted Test Equation:

Dependent VVariable: LGDP

NMethod: Least Squares

Date: 06/12/25 Time: 09:00

Sample (adiusted): 1994 2023

Included observations: 30 after adjustments

\Variable Coefficient Std. Error t-Statistic Prob.
LGDP(-1) -13.39534 8400717 -1.594547 0.1245
LGC -40.58752 25 43703 -1.595607 0.1242
LGC(-1) 80.89340 50.74551 1.594100 0O.1246
LGI -72.01582 45.20968 -1.592929 0.1248
C 63.32585 36.74133 1.723559 0.0982
FITTED”2 4.488118 2.782580 1.612934 0.1204
FITTED™3 -0.102847 0.064022 -1.606429 0.1218
R-squared 0.939002 Mean dependent var 15.42496
Adijusted R-squared 0.923089 S.D. dependent var 1.831322
S.E. of regression 0.507878 Akaike info criterion 1.683812

Sum squared resid
Log likelihood
F-statistic
Prob(F-statistic)

5.932617
-18.25718
59.00977
0.000000

Schwarz criterion
Hannan-Quinn criter.
Durbin-VWatson stat

2.010758
1.788405
2.033539
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UNIT ROOT TEST RESULTS TABLE (ADF)
Null Hypothesis: the variable has a unit root

At lL.evel
LGDP LGC LGI
With Constant t-Statistic -1.6653 -1.2983 -1.1929
Prob. 0.4380 0.6772 0.6642
nO nO nO
With Constant & Trend t-Statistic -2.2420 -2.1951 -1.2183
Prob. 0.4507 0.4757 0.8884
nO nO nO
Without Constant & Trend t-Statistic 1.3493 5.1483 2.1469
Prob. 0.9520 7.0000 0.9907
nO nO nO
At First Difference
d(LGDP) d(LGC) d(LGlI)
With Constant t-Statistic -6.6947 -4.4208 -5.2051
Prob. 0.0000 0.0076 o0.0002
With Constant & Trend t-Statistic -6.7740 -4.4431 -5.1412
Prob. 0.0000 0.0073 0.0074
Without Constant & Trend t-Statistic -6.1787 -2.7637 -4.5993
Prob. 0.0000 0.0075 0.0000
UNIT ROOT TEST RESULTS TABLE (PP)
Null Hypothesis: the variable has a unit root
At Level
LGDP LGC LGI
With Constant t-Statistic ~ -1.6691 -1.2630 -1.1949
Prob. 0.4361 0.6333 0.6633
n0 n0 n0
With Constant & Trend t-Statistic -2.1928 -2.2764 -1.3591
Prob. 04762 0.4332 0.8524
n0 n0 n0
Without Constant & Trend t-Statistic 1.7549 4.7353 2.0942
Prob. 0.9782 1.0000 0.9895
n0 n0 n0

At First Difference
d(LGDP) d(LGC) d(LGI)

With Constant t-Statistic ~ -6.7792 -4.4242 -5.2284
Prob. 0.0000 0.0016 0.0002
With Constant & Trend t-Statistic ~ -7.0573 -4.4262 -5.1391
Prob. 0.0000 0.0076 0.0014

*kk *kk *kk

Without Constant & Trend t-Statistic -6.1904 -2.6497 -4.7097
Prob. 0.0000 0.0099 0.0000

*kk *kk kkk

Null hypothesis: No levels relationship
Number of cointegrating variables: 2

Trend type: Rest. constant (Case 2)
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Sample size: 30

Test Statistic Value
F-statistic 8.053535
10% 5% 1%
Sample Size 1(0) 1(1) 1(0) 1(1) 1(0) 1(2)
30 2.915 3.695 3.538 4.428 5.155 6.265
Asymptotic 2.630 3.350 3.100 3.870 4.130 5.000

*1(0) and I(1) are respectively the stationary and non-stationary bounds.

Variable * Coefficient Std. Error t-Statistic Prob.
LGC 0.002705 0.479160 0.005646 0.9955
LGI 1.701583 0.433742 3.923034 0.0005

C -8.031368 2.501799 -3.210237 0.0034

Note: * Coefficients
derived from the CEC
regression.
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The Impact of Government Expenditure on Economic Growth in Algeria (1993
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Abstract :

This study aimed to analyze and measure the impact of government spending and its main components on
economic growth in Algeria during the period from 1993 to 2023. The study used Gross Domestic Product
(GDP) as the main indicator of economic growth. To estimate the relationship between government
spending and economic growth, the Autoregressive Distributed Lag model (ARDL) was applied, which is a
suitable econometric model for analyzing long-term relationships between variables. The methodology
included a rigorous test for the stationarity of the time series data, which is essential for verifying the
presence of cointegration between the variables. Cointegration helps to confirm the existence of a long-
term balanced relationship between the variables studied. In addition, the study may include an analysis of
how different types of government spending (such as spending on infrastructure, education, and health)
affect economic growth.

The obtained results

Based on its empirical and analytical findings, this study determined that capital expenditure exerts a
positive and significant influence on long-term economic growth. Conversely, operational
expenditure was found to have no discernible impact on economic growth.

Keywords: Government spending, Capital expenditure, Operational expenditure, Economic growth, ARDL
model.
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