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Abstract: This study addresses the impact of government expenditure on inflation

in Algeria during the period (1990-2023). The theoretical part of the study aims to
review the main economic developments related to government spending and
inflation in Algeria, and to analyze the conceptual framework of the relationship
between fiscal policy and price levels, with a focus on how public expenditure
influences inflation rates.

In the empirical part, real data were used to examine the relationship between the
two variables. The results revealed a long-term correlation between government
expenditure and inflation. It was also found that government spending has a
significant impact on inflation in both the short and long term. Moreover, the study
highlighted a dynamic interaction between fiscal policy and price levels, with an
adjustment mechanism that helps restore balance after economic shocks.

The study concludes that controlling government expenditure is an effective tool
for reducing inflation, emphasizing the importance of adopting more balanced
fiscal policies to ensure economic stability.

Keywords: Fiscal policy, government expenditure, inflation, economic stability.
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Asymptotic: n=1000

F-statistic 5603905 10% 3.02 351
k 1 5% 362 416
2.5% 418 479
1% 4.94 558

Actual Sample Size 30 Finite Sample: n=30
10% 3.303 3797
5% 4.09 4 663
1% 6.027 6.76
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Dependent Variable: LINF

Method: ARDL

Date: 04/21/25 Time: 13:04

Sample (adjusted): 1981 2023

Included observations: 33 after adjustments
Maximum dependent lags: 3 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (5 lags, automatic) LGS
Fixed regressaors: C

Mumber of models evalulated: 18

Selected Model: ARDL(1, 0)

Mote: final equation sample is larger than selection sample

Variable Coefficient Std. Error t-Statistic Prob.*
LIMF(-1) 0.658755 0.135121 4875295 0.0000
LGS 0.049374 0.135060 3.365568 0.0072
c 1.448718 5.518404 -0.262525 0.0047
R-squared 0782467 Mean dependentvar 1.665444
Adjusted R-squared 0745288 S.D. dependentvar 0.984840
S.E. of regression 0.759478 Akaike info criterion 2374136
Sum squared resid 17.30419  Schwarz criterion 2510183
Lag likelinood -36.17325 Hannan-Quinn criter. 2.419912
F-statistic 11.90425 Durbin-Watson stat 1.256659

Prob(F-statistic) 0.000156
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Breusch — Godfrrey Correlation Im test j1 :8 o3y Jgur

Heteroskedasticity Test: Breusch-Pagan-Godfrey
Mull hypothesis: Homoske dasticity

F-statistic 1.426490 Prob. F(2,30) 0.2560
Obs*R-sguared 2.865748 Prob. Chi-Square(2) 0.2386
Scaled explained 55 4017433 Prob. Chi-Sguare(2) 0.1342

EVIEWS 13 oty 2 Je sleze¥l Ul slue] e - ol
HETREIOSKEDASTICITYTest ARCH it Gt din 5le12,5,3

ST 2 071 iy w5 LV 1is 20 Prob chi — Square a3 of jlas V) s b5 el
S e e e Wil paey Sl Gl ) ks ) pdall B Jod Sk wdey 0.05
|

HETREIOSKEDASTICITY Test ARCH :9 (3, Jsur

Heteroskedasticity Test: ARCH

F-statistic 0127484 Prob. F(1,27) 07238
QObs*R-squared 0136284 Prob. Chi-Square(1) 0.7120
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Histogram- normality Test B3l -l aigdl sl 10 o3y Jaur

9
Series: Residuals
8 Sample 1991 2023
7 Observations 33
6 Mean 1.78e-16
5 Median 0.148491
Maximum 1.601660
4 Minimum -2.267950
3 Std. Dev. 0.735361
Skewness -0.729890
2 Kurtosis 4.392543
1
0 . . largue-Bera  5.596454
25 20 15 10 05 00 05 10 15 Probability 0060918
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Mull Hypothesis: LGS has a unit root

Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based on SIC, maxlag=8)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -3. 154448 01110
Test critical values: 1% level -4.262735

5% level -3.552073

10% level -3.209642

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

Augmented Dickey-Fuller Test Equation
Dependent Variable: D{LGS)

Mull Hypothesis: LGS has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=8)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -3.224287 0.0274
Test critical values: 1% level -3.646342

5% level -2.954021

10% level -2.615817

*MacKinnon (1996) one-sided pvalues.
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Mull Hypothesis: D(LGS) has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based on SIC, maxlag=8)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -6.289858 0.0001
Test critical values: 1% level -4 273277

5% level -3.557759

10% level -3.212361

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

Mull Hypothesis: D(LGS) has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=8)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -6.308797 0.0000
Test critical values: 1% level -3.653730

5% level -2.957110

10% level -2.617434

*MackKinnon (1996) one-sided p-values.
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Mull Hypothesis: LIMF has a unit root
Exogenous: Constant, Linear Trend

Lag Length: 0 {Automatic - based on SIC, maxlag=8)

t-Statistic Frob.*
Augmented Dickey-Fuller test statistic -2.530430 0.3125
Test critical values: 1% level -4.262735
5% level -3.552973
10% level -3.209642
*MacKinnon (1996) one-sided p-values.
Mull Hypothesis: LINF has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=8)
t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -2.622048 0.0988
Test critical values: 1% level -3.646342
5% level -2.954021
10% level -2.615817

*MacKinnon (1996) one-sided p-values.
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Mull Hypothesis: D{LIMNF) has a unit root
Exogenous: Constant, Linear Trend

Lag Length: 0 (Automatic - based on SIC, maxlag=8)

+-Statistic Prob*
Augmented Dickey-Fuller test statistic -7.983310 0.0000
Test critical values: 1% level -4.273277
5% level -3.557759
10% level -3.212361
*MacKinnon (1996) one-sided p-values.
Mull Hypothesis: D(LINF) has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=8)
t-Statistic Prob.™
Augmented Dickey-Fuller test statistic -7.878205 0.0000
Test critical values: 1% level -3.653730
5% level -2.957110
10% level -2.617434

*MacKinnon (1996) one-sided p-values.
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Mull Hypothesis: D(LINF) has a unit root
Exogenous: None
Lag Length: 0 (Automatic - based on SIC, maxlag=8)

t-Statistic Frob.*

Augmented Dickey-Fuller test statistic -7.994101 0.0000
Test critical values: 1% level -2.639210

5% level -1.951687

10% level -1.610579

*MacKinnon (1996) one-sided pvalues.
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Mull Hypothesis: RES has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based on SIC, maxlag=0)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -0.042419 0.9937
Test critical values: 1% level -4 273277

5% level -3.557758

10% level -3.212361

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

Mull Hypothesis: RES has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=0)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -1.074668 0.7135
Test critical values: 1% level -3.653730

5% level -2.957110

10% level -2.617434

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

lull Hypothesis: RES has a unit root
xogenous: None

ag Length: 0 (Automatic - based on SIC, maxlag=0)

t-Statistic Prob.*

ugmented Dickey-Fuller test statistic -0.141599 0.6269
est critical values: 1% level -2.639210

5% level -1.951687

10% level -1.610579

WacKinnon (1996) one-sided p-values.
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xogenous: Mone
ag Length: 0 (Automatic - based on SIC, maxlag=1)

t-Statistic Prob.*

ugmented Dickey-Fuller test statistic -3.506999 0.0027
‘est critical values: 1% level -2.641672

5% level -1.952066

10% level -1.610400

MacKinnon (1986) one-sided p-values.

Null Hypothesis: D(RES) has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based on SIC, maxlag=1)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -3.726475 0.0419
Test critical values: 1% level -4.284580

5% level -3.562882

10% level -3.215267

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

lull Hypothesis: D{RES) has a unit root
xogenous: Constant
.ag Length: 0 {Automatic - based on SIC, maxlag=1)

t-Statistic Prob.*

wgmented Dickey-Fuller test statistic -3.853621 0.0038
“est critical values: 1% level -3.661661

5% level -2.960411

10% level -2.619160

MacKinnon (1996) one-sided p-values.
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Jull Hypothesis: RES has a unit root
sxogenous: Constant, Linear Trend
Jandwidth: 9 (Used-specified) using Barlett kernel

Adj. t-5tat Prob.*

*hillips-Perron test statistic -1.093881 0.8145
“est critical values: 1% level -4 2F32TT

5% level -3.557759

10% level -3.212361

MackKinnon (1996) one-sided p-values.

Mull Hypothesis: RES has a unit root
Exogenous: Constant
Bandwidth: 9 (Used-specified) using Bartlett kernel

Adj. t-5tat Prob.*

Phillips-Perron test statistic -1.428935 0.5558
Test critical values 1% level -3.653730

5% level -2.957110

10% level -2.617434

*MacKinnon (19896) one-sided p-values

Residual variance (no correction) 227.0165
HAC corrected variance (Bartlett kernel) 836.3932

Il Hypothesis: RES has a unit root
ogenous: Mone
ndwidth: 9 (Used-specified) using Bartlett kernel

Adj. t-Stat Prob.*

illips-Perron test statistic -0.725577 0.3943
st critical values: 1% level -2.639210

5% level -1.951687

10% level -1.610579

ackKinnon (1996) one-sided p-values.

sidual variance (no correction) 2405392
{C corrected variance (Bartlett kernel) 960.9871
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Hypothesis: D(RES) has a unit root
Jenous: Constant, Linear Trend
dwidth: 7 (Used-specified) using Bartlett kernel

Adj. t-Stat Prob.®

ips-Perron test statistic -11.48184 0.0099
ccritical values: 1% level -4.284580

A% level -3562882

10% level -3.215267

cKinnon (1996) one-sided pvalues.

idual variance (no correction) 82 38572
:corrected variance (Bartlett kernel) 112.3994

Mull Hypothesis: D(RES) has a unit raot
Exogenous: Constant
Bandwidth: 7 (Used-specified) using Bartiett kernel

Ad]. t-Stat Prob*

Phillips-Perron test statistic -11.36149 0.0079
Test critical values: 1% level -3.661661

5% level -2.960411

10% level -2.619160

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

Residual variance (no correction) 8239963
HAC corrected variance (Bartlett kernel) 113.3978

ull Hypothesis: D(RES) has a unit root
wogenous: Mone
andwidth: 7 (Used-specified) using Bartlett kernel

Ad]. t-Stat Prob.*

hillips-Perron test statistic -11.44746 0.0085
st critical values: 1% level -2.641672

5% level -1.952066

10% level -1.610400

NacKinnon (1996) one-sided p-values.
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