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Theimpact of financial policy on economic growth in Algeria: An econometric study
during the period (1980-2018)

Abstract

This study aims to explain the role of the financial policy in achieving economic stability,
through this paper the method of Auto Regressive Distributed Lags models ARDL(p,q1,92)
was applied to build an econometric model for the impact of public expenditure on economic
growth in Algeria. The results of the empirical study on the case of Algeria showed that
public expenditure contribute to accelerate the rate of economic growth, and that it has a
negative impact in the short and long term.

Keywords: Economic growth, financial policy, stationarity, causality, ARDL model.

L ‘impact de la politique financiére sur la croissance économique en Algérie : éude
économeétrique durant la période (1980-2018)

Résumé

Cette étude vise a mettre en exergue le role de la politique financiére dans la réalisation de la
stabilité économique, a travers cet expose on a appliqué la méthode des modeles "Auto
Regressive Distributed Lags " ARDL(p,q1,02) en vue de formuler un modéle économétrique
qui explique I'impact de la politique financiere sur la croissance économique en Algérie. Les
résultats de |'éude empiriqgue ont montré que les dépenses publiques contribuent a
|"accélération du taux de la croissance économique, et que les dépenses publiques ont un effet
négatif sur le court et le long terme.

Mots-clés: Croissance économique, politique financiere, stationnarité, causalité, modéele
ARDL
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.Stochastique

Al ge e Al AL gy ol agEl 1
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Agialll Jedlaall & sSual) i )lid) il 1 a2 (3alall
GDP
8
Null Hypothesis: GDP has a unitroot
69 Exogenous: Constant, Linear Trend
Lag Length: 1 (Fixed)
4
R t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -2.885529 0.1785
°1 Testcritical values: 1% level -4.226815
2 5% level -3.536601
10% level -3.200320
\o80  isss 1900 1905 2000 2008 2016 2ois  *MacKinnon (1996) one-sided p-values.
EViews. 09 galin cla e tpasal
PE
120
Null Hypothesis: PE has a unitroot
110 Exogenous: Constant, Linear Trend
Lag Length: 1 (Fixed)
00 t-Statistic Prob.*
90 Augmented Dickey-Fuller test statistic -1.849424 0.6600
Test critical values: 1% level -4.226815
80 5% level -3.536601
10% level -3.200320
70 T T T T T T T
1980 1985 1990 1995 2000 2005 2010 2015 *MacKinnon (1996) one-sided n-valuies
EViews. 09 galin clasa tpasal
” 2 Qe
DGDP Js» ADF_L8a) gilis
DGDP
6 . .
Null Hypothesis: DGDP has a unit root
4 Exogenous: None
Lag Length: 1 (Fixed)
2
t-Statistic Prob.*
(o
R Augmented Dickey-Fuller test statistic -6.393431 0.0000
h Test critical values: 1% level -2.630762
4 5% level -1.950394
10% level -1.611202
-6
1980 1985 1990 1995 2000 2005 2010 2015 *MacKinnan (199R) nne-cided naaliies
EViews. 09 galin cla s tpasal
"o spee
DPE Js» ADF jlia) il
DPE
25 Null Hypothesis: DPE has a unitroot
20 Exogenous: None
15 - Lag Length: 1 (Fixed)
10 -
s t-Statistic Prob.*
°1 Augmented Dickey-Fuller test statistic -5.425712 0.0000
=1 Testcritical values: 1% level -2.630762
-10 4 5% level -1.950394
-15 10% level -1.611202
72[;930 1985 1990 1905 2000 2005 2010 2015 *MacKinnon (1996) one-sided p-values

EViews . 09 maliy clajia :pajall
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AIC jlxs o Gd‘gaﬂ\ dg, yaady ARDLG:UAJ 288 ilds 2 ?é) cdgalall

g salll L) il + 208

Akaike Information Criteria Method: ARDL

Cpitiall ) o Uay) b Lokl gults : 18

Date: 09/26/20 Time: 00:13

4.48 N Sample (adjusted): 1981 2018
1 I |Included observations: 38 after adjustments
! | |Maximum dependentlags: 4 (Automatic selection)
4.44 | | |Model selection method: Akaike info criterion (AIC)
i 1 | | Dynamic regressors (2 lags, automatic): PE
. | } | | |Fixed regressors: C
1 | I | ! | |Number of models evalulated: 12
4.40 - | | | | | 1 Selected Model: ARDL (1, O)
} | ! } | | |Note: final equation sample is larger than selection sample
5 i | I i | I
236 i } | | | I } ! | Variable Coefficient Std. Error t-Statistic Prob.*
I 1 I I | | I I | |
I ! } } } | } | | | GDP(-1) 0.379674 0.159669 2.377880 0.0230
| } | | | I | } I I PE -0.031245 0.034014 -0.918602 0.3646
4324 H } | } | | } | | } } = 4.779066 3.477048 1.374461 0.1780
| | I I | | I I | |
! I I ! ! ! ! | ! ! | | |R-sauared 0.206794 Mean dependentvar 2.839474
| } } } | | | | | } | | Adjusted R-squared 0.161468 S.D. dependent var 2.227293
4.28 T T —— — L T —L L |S.E. of rearession 2.039563 Akaike info criterion 4.339005
= < = s & < = =) S < a = Sum squared resid 145.5936 Schwarz criterion 4.468288
4 49 49 o o &£ o o < o o < Loglkelihood -79.44109 Hannan-Quinn criter. 4.385003
2 2 = 2 2 = 2 2 ] 2 2 = F-statistic 4.562366 Durbin-Watson stat 2.000087
4 o4 4 4 o4 4 4 o4 4 o4 T Prob(F-statistic) 0.017348
< < < < < < < < < < < <
H . . .
EViews. 09 galin clajba raasal)
o fue 3 8. =
Bounds Testagaall jLdd) sha) milii : 3 a8 3alal)
ARDL Bounds Test
Date: O09/26/20 Time: OO:1.7
Sample: 1981 20138
INncluded observations: 38
Null Hypothesis: No long-run relationships ex<ist
Test Statistic N alue <
F-statistic S 079471 u
Critical Value Bounds
Significance 10 Bound 11T Bound
A 0O0O<2o0 4.0 4. 78
526 4.9 5. 73
=2.520 sS. 77 s . 683
A 2o (S = v .84
H . - L.
EViews. 09 gualin <laba tpagall
JaY) Algh didally Uail) i Jalaag JaY) 8sad dglaial) 7 Ad) il : 4 a8, zalal)
> 19 Taan 19 JaY) ol Al Tl it 4 a2y
ARDL Cointegrating And Long Run Form
Dependent Variable: GD P
Selected Model: ARDL(L, O)
Date: O09/26/20 Time: OO0:19
Sample: 1980 2018
INncluded observations: 38
Cointegrating Form
— —
variable Coefficient Std. Error -Statistic Prob.
DFPE) —-0o.o3z31=24a5 O.034a014a —O. 918602 o.z364a6
cointEgq(-1) - 0.620326 0. 159669 -3.885065 0. 0004
Cointeq = GDP - (-0O.0S0O4*PE +~ 7. 7041 )

LonNng Run Coefficients

N ariable —oefficient Std. Error t-Statis tic Prob.
PE —0. 050369 0. 051766 — 0. 973014 o.337=2
[ = 7 .7O0OAa4124a 5. 017130 1. .53 5564 O. 1336

EViews. 09 galin clasia aaal

Aalaal) Lualdl) chLEaY) JYA (e g sadl) A (e asLl) milii ¢ 5 o8) galal)
Zasall) Bles Com B 1 08
Breusch-Godfrey Serial Correlation LM Test;

F-statistic 0.001826 Prob. F(2,33) 0.9982
Obs*R-squared 0.004204 Proh. Chi-Square(2) 0.9979
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Heteroskedasticity Test: ARCH

F-statistic 0.069987 Prob. F(1,35) 0.7929
Obs*R-squared 0.073839 Prob. Chi-Square(1) 0.7858

EViews. 09 galix <la s taaall

Zisalll JhEiu) HLAA) milii 16 A8) (3alall

1.4 2

-~ 15

-0.4 —— T T T T T T 20 S T T T T T T
1985 1990 1995 2000 2005 2010 2015 1985 1990 1995 2000 2005 2010 2015

—— CUSUM of Squares_--—-- 5% Significance | —— CUSUM . 5% Significance

EViews. 09 galin claAa taasall
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