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Abstract

This study aimed at analyzing and measuring the relation between the

public expenditure and unemployment in Algeria during the period

1980-2016, we used the latest statistical methods have been modern in

time series of estimation of the unrestricted regression error correction

model (autoregressive Distribution lag (ARDL), this technique is new in
analysis the co-integration and error correction models witch more
accurate and efficient results.

With the Using the statistical program (EVIEWS-10), the Most
Important Findings of this study is: - The Bound Test Approach through
F-statistic, that there is a co-integration between the public expenditure,
unemployment, by the value of its calculated F-statistic, which is greater
than the critical value at the significant level of 1%, 2.5% and 5% And
10%;

- The results of the co-integration test indicate a long-term equilibrium
relationship between public expenditure and unemployment;

- The results indicated a positive relationship between the exchange
rate and unemployment, which is statistically significant (5%);

- The results indicate that there is an inverse relationship between
public expenditure, GDP and unemployment, which is statistically
significant (1%).

Keywords:  Public Expenditure, Unemployment, Co-integration,

ARDL, Algeria.
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UNIT ROOT TEST TABLE (PP)

At Level
LMNCHO LMEX LMGDP LMGOW LMIMFL
With Constant t-Statistic -1.2956 -1.3543 0.3773 -1.2419 -2.6022
FProb. 0.5736 0.5934 0.9791 0.6454 0.71078
no no no no no
With Constant & Trend t-Statistic -1.6394 -1.0820 -1.2938 -1.0999 -2.9964
Frob. 0.75609 0.9183 0.8735 0.9151 0. 1471
no no nQ no no
Without Constant & Trend t-Statistic -0.2089 1.61456 52638 T.0964 -1.0458
Frob. 0.6040 0.9717 1.0000 1.0000 0.2611
no no noO no no
At First Difference
di(LMCHO) d{LMNEX) diLMNGDF) diLMNGOW)  d(LMNIMNFL)
With Constant t-Statistic -4.8185 -4 0576 -3.6260 -3.1419 -8.4530
Frob. 0. 0004 0.0033 0.0099 0.0325 0.0000
With Constant & Trend t-Statistic -4.7930 -4.1312 -3.6245 -3.2624 -83.3391
Frob. 0.0025 0.0131 0.0420 0.0893 0.0000
Without Constant & Trend t-Statistic -4.8967 -2.2811 -1.7455 -1.5436 -8.56532
Frob. 0.0000 0.0017 0.0767T 0. 71136 0.0000
. . * no .
UNIT ROOT TEST TAELE (ADF}
At Level
LMCHO LMEX LMNGDP LMGOW LMIMFL
With Constant t-Statistic -1.2912 -1.5617 0.7493 -1.5985 -2.6068
Frob. 0.6230 0.4914 0.9916 0.4730 0. 1009
no no no no no
With Constant & Trend t-Statistic -1.6207 -0.5897 -0.7473 -1.9203 -2.9339
Prob. 0.7647 0.9736 0.9613 0.6215 0.1644
no no no no no
Without Constant & Trend t-Statistic -0.2034 0.4890 2. 8491 2 5385 -1.05486
Prob. 0.6060 0.8155 0.9984 0.9965 0.2576
no no no no no
At First Difference
diLMCHO)  d(LMNEX) diLNGDP) d(LMNGOV)  d(LMIMNFL)
With Constant t-Statistic -4.8743 -3.8855 -3.5793 -3.1979 -8.45320
Prob. 0.0004 0.0052 0.0114 0.0286 0.0000
With Constant & Trend t-Statistic -4.8904 -3.9957 -3.6037 -3.3231 -8.3391
Prob. 0.0019 0.0181 0.0440 0.0791 0.0000
Without Constant & Trend  t-Statistic -4.9466 -1.2358 -1.3765 -1.5983 -8.5653
Prob. 0.0000 0.1944 0.1534 0.1025 0.0000
h no nd no A

Motes: (*)Significant at the 10%; (**)}Significant at the 5%, (***) Significant at the 1%. and (no) Mot Significz
*MackKinnon (19296) one-sided p-values.

(E-views.10).clz s staeVU iU slas) o 1yl
Byl e AalSae Bkl St OF &5 s s the 1st difference stationary

(2019) 0154001 09 Wit ——— 88 —— Fluall sLats¥l dle



2016-1980 5all S5 il5dl § lagls alall BLASYT C A8Mall ulidy Jeloss
ST Lae Bl ok ol AL el Jlast 2k b OF e 0l e imdgedl il 2
o Cl~ (D)es/ do¥ 2l o of CI~ (0) sl i 1yt e alalSCan 2l Y1 o pacl
Bmpol) o JolSan piie 5T 2y pts o ST (gl e oy i it (St LS
gt b g LGl (D)4 e alalSas olpaddl OF I osdl &9 .CI~ (251
Jo Y alsb il B a5y (s 8 Sl (3 ad s Sl A3 b sl 23S0

(UECM)Unrestricted susdlt  pb lad1 pooeas z3g0d e clla§1 858 wud
pdsin il b Uad) oeas 350 ellaY) 376 dad :ErrOr Correction Model
(HQC) « (LR)« (LOGL)«(FPE) : » slall sdny cella)l Jbo sl pulan oo 230
Lde Culald odd 2o B Low U1 cllaY) 38 Ll o &t (HQC)< (SBC)<(AIC)
tells mog QU Jgadly i cul lie e g 2V Of

(UECM) il pé Uad) poenas 350 bt cllas¥) 855 jlas) guilss 03:43) Jgur
VAR Lag Order Selection Criteria

Endogenous ugriable_s(::LNCHO LMEX LMGDOPF LMGOW LMIMNFL

Date 01/24/15 Time: 2340

Sample: 1980 2016
Included observations: 24

Lag Logl LR FFE AlC s3C H
u} -4F 63743 [ 1.52e-05 3.095319 3320784 3172868
1 AF1.0262 2601519 1.75e-10* -8B 295662 -6.948873* -7 8356368*
2 191.5021 27 70394 2 53e-10 -8.0295932 -5560480 -7.187554
3 223 6076 33.99300 221e-10 -5.447504* -4 3856068 -7.222721

* indicates lag order selected by the criterion

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

AlC: Akaike information criterion

SC: Schwarz information criterion

HC: Hannan-Cuinn information criterion

(E-views.10). -2 e staeVU iU slas) oo 0 gaabl
P=1 » Jo¥1 G ohpadk bl slaY) 558 0 Lo (0343, Jaadt IS5
O g (mdgaddl i Vgl Sue sla] @ ol s slxbg led) SLad) el Co
rells mog QU SKadly sl Yy 2aladVl puleall Wby ade Jsadl & 2354 Ll
Akaike information ke w735 Jiadl wits 1 (03)43, JSKo
Criteria
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F-Bounds Test Mull Hypathesis: Mo levels relationship
Test Statistic Value Signif. I(0) (1)
Asymptatico n=1000

F-statistic 10.88064 10% 3.03 4.06
k 4 5% 347 4 57
2.5% 3.89 B.O7

1% 44 hT2
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ARDL Long Run Form and Bounds Test
Crependent Wariable: DLMNCHC)
Selected Model: ARDCLOT, O, O, O, 1)
Case S5 Unrestricted Constant and Unrestricted Trend
Drate: 01/24/M19 Time: 23:42
Sample: 1980 2016
Included observations: 26
Conditional Error Correction Regression
wWariable Coefficient =td. Error t-Statistic Frob.
L 187 1022 2874420 5.509218 o0.0000
ETREMND D.3201154 D.0S50558 5.955506 o0.0000
L CH O -1 0. 786726 0. 141558 -5.544702 o0.0000
L B> 0. 206960 D A7TGETE 1. 735453 0.0937
LMGDP** -5.259047F 0870995 -5.037979 o0.0000
L S -1.295462 D.251444 -3.860799 0.0006
LrINFLC-1) 0020571 00254908 D.2511832 D.32955
CLrIFL Y -0.01417F8 D.0zZ228950 -0. 429733 0.86281
* p—-value incompatible with t--Bounds distribution.
== wariable interpreted as Z = Z(-1) + D(Z).
Levels Equation
Case S5 Unrestricted Constant and Unrestricted Trend
Wariable Coefficient Std. Error t-Statistic Prob.
LIEX D. 2900174 0. 1903267 2049587 0.0499
LD P -G.684T2T 1065286525 -5. 255446 0.0000
LSO -1.F7F¥27¥59 0. 27FEZ208 -4 F13ITO0E o0.0001
LrdIrdFL 0o.0z28858 0045269 0858372 0.29380

EC =LMNCHC - (0.3902"LMEX -6 6847 LMNGDF -1 77385 LMNGOoOW + 00389
“LMIMFL 3
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12
Series: Residuals
10 | Sample 1981 2016
Observations 36
8 - Mean -1.71e-14
Median -0.003291
6 | Maximum 0.319257,
Minimum -0.217840
Std. Dev. 0.100226
41 Skewness  0.491100
Kurtosis 4.410793
2
Jarque-Bera  4.432580
. [ ]| |Propapity 0100013
T

02 01 0.0 0.1 02 03
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Correlation LM  Breusch-Godfrey Serial :Les! 1] bxls elUl ¢sUas Y1 LLg)|

STkt (N*R-squared=0.958) L1 aas caly e (3l bl Test

pde 2 B kel o ) o ) st Uay O(P-value=0.3276>0.05)5 .
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Breusch-Godfrey Serial Caorrelation LM Test:

F-statistic 0.738543 Prob. F(1.27) 0.3977
Obs*R-squared 0.958505 Prob. Chi-Square(1) 0.3276

C(E-views. 10)otr 2 e slaeVU iUl slite] oo gkl

et sae s bl Do ooeas miged (sUasY1) Blgdl ols () pmild—>
ARCHErreur ! Signet ) Las! ey cpag Y ol [uilnze sl ol of e el
LMErreur | Signet =¥ Gielas Ao LtV lis desm (non défini.
eV s O ) s it ot (latkl 35 L4 Lo e si=lly cnon défini,
(P -value=0.865>0.05)5 .» ,sT Jle=t (NR-squared=0.288) <l

z2s QU Jadly (o sgis s Sl Je a5 3 daall 1ol Jod pe sy

O
lad) erenas maged Ll 3gu ol S5 byo il 1(07) o3y Jour
Heteroskedasticity Test: ARCH
F-statistic 0132455  Prob. F(2,31) 0.8764
Obs*R-squared 0.288085 Prob. Chi-Square(2) 0.8659
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Cumulative Sum of Squares of Recursive sislee// 35l wla b ST ¢ sast
G oLl Gy 3sed of =5 Residuals (CUSUM OF SQUARES TEST)
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Dependent Wariable: LMCHO

Method: ARDL

Date: O1/25M19 Time: 00:05
Sample (adjusted): 1981 2016
Included observations: 36 after adjustments
Maximum dependent lags: 1 (Automatic selection)
Model selection method: Akaike info criterion (A1C)
Dynamic regressoars (1 lag, automaticy: LMEX LMNGDP LNGOW LMNIMNFL

Fixed regressors: C @ TREMD
Mumber of models evalulated: 16
Selected Model: ARDL(1, O, O, O, 1)

Wariable Coefficient Std. Error t-Statistic Prob.*

LMCHC-1) 0212274 0141388 1.503118 0.1440

LMEX 0. 206960 0. 176876 1.735453 0.0937

LMGDP -5 259047 0870295 -6 0373979 0.0000

LM GO -1.295462 0361444 -3 860799 0.0006

LMIMFL -0.0141783 0028950 -0.429733 0.6281

LMIMFL-1) 0044748 0032307 1.385101 0770

C 1871022 28.T4420 65.509218 0.0000

ETREMND 0.3201164 0050568 5.955606 0.0000

R-squared 0.93759z2 Mean dependent var 2786062

Adjusted R-sgquared 0.921990 S D. dependaent var 0. 401203

S.E. of regression 0. 112057 Akaike info criterion -1.346495

Sum squared resid 0.351587 Schwarz criteriaon -0.9946502

Log likelinood 2222691 Hannan-CQuinn criter. -1. 223675

F-statistic 50.09475 Crurbin-YWatson stat 2127100
Frob(F-statistic) 0000000
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