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Abstract: This research paper aims to study the influence of Monetary and
expenditure policies on economic growth in Algeria, and the Quantitative
Analysis Study of the efficiency of both policies by using a Vector Error
Correction Model "VECM", the study used an annual data of governmental
expenditure and money supply and Gross Domestic Product of Algeria, the
data covered the period of time from1990 to 2016. The study has concluded
that the influence of the expenditure policy on economic growth is stronger
and bigger than the influence of Monetary policy, and that the change in the
governmental Expenditure and Income requires a shorter period
proportionally to show their influence on economic growth and activity than
the one the Monetary policy does.
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Yeo, Srba, Henry (o JS Jie & 1978 4 G ziselll 1o ¢l s
2011 cxaaa 3 22) 1980 & Hendry Ui (e dals dieas oyighai o3 23 Davidson
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GDP; = B, M2#! GF? € ..ooooooovvvvivceccccccee (1)
sl (gal Gapell Jalaw pasicn ¢Gle g e Ally i ally (1) Aalaall Gy
Y] Aaldl 558 (G) AsesSall cldail) axdiy (Al bl i3S (M2)
Al gy ¢@olaB] galll Jaea (a1l S (GDP) Hlad) alal) m3l) e
Jal agaal ey (€%)
ol lgle Snle gl Janl asi addes cduad Ala @l (1) Alslad) DA (e Laadls
<A e Abled) moail ((dia, Liqun,1991)Jadl daiyhy lg oSaill dgas dlly
. Sul
LGDPt = Bo + B1 LM2t + B2 LGt + &€t .........cooooiiie (2 .
Gl Aphiial Jidasy Ay Luldll Al s e Al culall faia
Al o s Al Aualdl) luball 8 las dege Alsjyall o3 23 i Aol
sda o ol 4y (LglalSs dayyg duog paall Judladl Ayl dapy dijedd lldg L)l
el Canjal) CplaY) g el Rl Gl aiulss Calgll z3sal) W aaany bl
Glo lgliaY Ao Aphaay) s ) Abshll QI daba@) Judladl ahee Juais
e ool e s ASN dpalaY) Chaaial) alase dadh Cus calall ola¥) 4S5
S hlaay) gl e PP (1988) Llialy ADF (1979) Llid) aasg csnd) (sadll
Baag Jda dsag oeall paydll (B LadY) e m s Cua Ayl dul (B adel
Bytise pe Al Lgi
Ak 3l Jeadlall 4 51 i) A 33 2(01) Jgaad)

o pisad Al Al A Al e gl b A Al e clig Al Alude
ADF PP ADF PP ADF PP
1 1.47 1.06 -3.66** -3.64** -8.07** -10.30**
LGDP 2 -2.74 -3.27 -3.62%* -3.62%* -7.93%+ -13.78**
3 7.22 5.14 -0.66 -1.18 -8.22%* -10.25**
1 -2.06 -2.01 -3.89** -3.87%* -7.67* -13.45%*
LmM2 2 -0.16 -0.25 -4.40** -4.38** -5.24** -13.73**
3 8.34 7.68 -1.87 -1.64 -7.72%* -10.95**
1 -1.31 -1.21 -3.53%* -3.48%* -7.19%* -7.64%*
LG 2 -2.20 -2.03 -3.50 -3.46 -7.03** ~7.46%*
3 4.85 4.32 -2.66** -2.57%* -7.23%* -7.64%*
Eviews GAL'U,\ Ao alaeYh oialdl slae) (e 1 jlaall %5 xic Gsina LAY
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LGBD lall alall il wisle ol ey paal) cyuaiall JS of Jgand) milis el
b ) 8 By e LM2 duaall A5 sjlegly LG asSall LY ale sl
22 (PP 5 ADF)0s il 5 5lsd ((Sd g IS JLA) ddlleas] 0 Y1 Gl
Gl Judla (Ao dphiad) jlad) @l jdts Y5 Ligine (Gime e Giusies
Gl b Bina Ll (gl Bang J3a o (gian Y AN Judlul) o ) Al daall (e
2l aled of 6l «0.05 xie 113 PP 5 ADF (4 US (i) Lagies oY ¢ S
AlalSie LM22,0a) 25N Jjlegly LG asSall LY ailesly LGBD plall L)
Gk dalye oo Al Aayall ) g sall Li€ey anle 5.7 98 aglalSg dajall Gudd (1
Lo pedn Ll Q) 055 o 23 aill 13 a Jagy s oy oY VECM zig
Aile) aaal paailagn Laal abai of Lude (S @5dl) 3 Bie Jedladl) Jalsal
aila aasi o s dlld Jig camte G Guariall Gu JaY) sk koS ABle a5
VAR zisa b palil
sAl) clays 403:(02) s

VAR Lag Order Selection Criteria
Endogenous variables: LGDP LM2 LG
Exogenous variables: C
Date: 08/02/18 Time: 16:21

Sample: 1990 2016
Included observations: 25

Lag LogL LR FPE AlIC sC HQ
0 48.31231 NA 5.35e-06 -3.624984 -3.478719 -3.584417
1 152.6174 175.2325* 2.63e-09* -11.24939* -10.66433* -11.08712*
2 157.1446 6.519216 3.91e-09 -10.89157 -9.867713 -10.60759

* 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: Schwarz information criterion
HQ: Hannan-Quinn information criterion

Eviews maliy o slaeWh oiald) dlac] g i jsaal)
B il Ciesdial Sl ((AIC, HQ, SC) <l whlad¥) mil el
o ) el o (Uadll s Cilgatia sl b Jumdl Gaas ) Bl el
sy b il Ldy d3lke S o lgsad oY @l cluadl <y J6Y) 55l
8 i 8 sydl) ells slaie) s UM chaaly yali daps vie Ligies Lo (gl 2D
sl e Al 8 axdinn (53 Uadl) aaat Clgaie z3sal o i Lee sl
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o) el asly da) saaly elad B e Al Jae clyital) o AL
e ddiring JalSill GlBle aaail puilasa Hlas) ) Jawe (Y)(VAR #3500 8
il eadiiedd) Gylall Jeadl e Geilasa LEA) e Gus caaly il § gl
) Trace Test Y1 ,laal 1) byl asslal 8 oSl ol pad) JalSl) dgaie
-.Maximum Eigenvalues test (Amax)  olaall daidll .2l Lol (Atrace
LGDP- LM2 :J & il Jal<ill cpuilhga jLIA) :(03) Jgaad)
Date: 08/03/18 Time: 00:33
20162Sample (adjusted): 199
after adjustments25Included observations:
Trend assumption: Linear deterministic trend

Series: LGDP LM2
Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None 0.335520 13.87717 15.49471 0.0864
Atmost 1 * 0.155884 4.067167 3.841466 0.0437

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 (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None 0.335520 9.809999 14.26460 0.2247
At most 1 * 0.155884 4.067167 3.841466 0.0437

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

Eviews maliy o alae ¥ cpfiald) slac] o i jtaal)
lesly LM2 dpall GBSl wujlesl e IS G pdall JalSall L) sha] aa
Jsaall & dacasall (A trace) 51 lad) z5bs ekl LGDP Alall JAslall bl
daall dedll e yral (13.87717) alae¥) GlIaY) Janad Gawa€al daill ol (3)
353 pany LA (Ho=0) paed) docajd Jod ey 305 %5 (ssiee 2ic (15.49471)
ol Jii (6l Dgins meua 1 dayall vie (Kly .0 Al die i) JelSall aaie
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138 alal) Aslall mallly Loal) AR o AlelSs 3Dle agag Glo el sl o
anie dgag ol o] dapall e gyl (A MaX) alaall dedll las) SIS asiag
GDP 3 M2 s da¥) dlsh Gl dke agag ) pad s Y1 el Jalkall
JaY) (& Clihaty) Gans dgag ae dishll dal1 (8 oladY) (e (B sk Legly
LGDP- LG :3 ¢l jiial) Jalsill cpuilhga JLZa) 1(04) Jgand)
Date: 08/03/18 Time: 00:35
20162Sample (adjusted): 199
after adjustments25Included observations:
Trend assumption: Linear deterministic trend

Series: LGDP LG
Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None 0.333749 14.27500 15.49471 0.0757
At most 1 * 0.171968 4.528880 3.841466 0.0333

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 (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None 0.333749 9.746117 14.26460 0.2291
Atmost 1 * 0.171968 4.528880 3.841466 0.0333

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

Eviews zalin e slac¥l pdiald) dlac) (e 1 jhaal)

LG wsSall Gyl aujleg e JS on dpddl dalall ladl el e

oY1 sk Ol ADle ga ) a5l ekl LGDP alall sl aslil) Jjlesls
slatls b ola) (padty s Ohsiall oy AV sy Jasiy Legia JS s of S5
o li€a (V) el Ja¥) 8 Leaseli e ail) e daghall da¥1 8 ojlie
Al Al il e Goad) ALKl oSal) Gl 8 5ok 2 VECM zises
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D(LGDP) = -0.27* ( LGDP(-1) - 0.28* LM2(-1) + 0.17*LG(-1) -21.60 ) + 0.08*
D(LGDP(-1)) -0.02*D(LM2(-1))
-0.0017* D(LG (-1)) +0.03

BAloll S BLEY) L) :(05) Jgaa

VEC Residual Serial Correlation LM Tests|
Null Hypothesis: no serial correlation at lag order h
Sample: 1990 2016
Included observations: 25
Lags LM-Stat Prob

1 19.00098 0.0252
2 8.624361 0.4726
3 2.109454 0.9896
4 5.770692 0.7626
5 9.010363 0.4363
6 9.099595 0.4281
7 5.292797 0.8081
8 10.48480 0.3127
9 10.97891 0.2772
10 7.286023 0.6074
11 4.960149 0.8378
12 7.326515 0.6032

Probs from chi-square with 9 df|

Eviews zaliy o alae W opfiald) olae] o i jtaal)
i by digiee g VLY IS o) Gl dsaall DA e Laadls
Liaagg - sall I3 Ll V) Al<ie (g0 & z3saill of () ((Ho=0) Ljpall o il
Lacayill Jibiy Ghuall by diag %5 e Jil (s 0.02 sl Chi-sq didlaal ¢
chlial of LS. el puilas are dG o Sl Blad) dlade of s ) Al
idlasy) dalll (e Iy g agall Jallig ¢ ppudill 39l dnda cifl sangll H5dn
- aill el s dasbidlly
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System: UNTITLED
Estimation Method: Least Squares
Sample: 1992 2016

Included observations: 25

Total system (balanced) observations 75

Coefficient Std. Error t-Statistic Prob.
Cc(1) -0.275236 0.086102 -3.196631 0.0022
C(2) 0.083413 0.177548 0.469802 0.6402
C@3) -0.024399 0.043086 -0.566284 0.5733
C(4) -0.001727 0.093007 -0.018572 0.9852
C(5) 0.031997 0.009443 3.388344 0.0012
C(6) 0.290028 0.489381 0.592644 0.5556
Cc(7) -0.191376 1.009139 -0.189642 0.8502
C(8) 0.240054 0.244888 0.980263 0.3309
C(9) -0.358907 0.528626 -0.678944 0.4998
C(10) 0.124455 0.053672 2.318795 0.0238
C(11) -0.211089 0.191148 -1.104324 0.2739
C(12) -0.539111 0.394161 -1.367744 0.1765
C(13) 0.124806 0.095651 1.304802 0.1969
C(14) 0.159671 0.206477 0.773314 0.4424
C(15) 0.025283 0.020964 1.206017 0.2325

Determinant residual covariance9.72E-10

Equation: D(LGDP) = C(1)*( LGDP(-1) - 0.282798080394*LM2(-1) +
0.174661087972*LG(-1) - 21.6054091871 ) + C(2)*D(LGDP(-1)) + C(3
*D(LM2(-1)) + C(4)*D(LG(-1)) + C(5)

Eviews maliy o alaeYl Ghaldl dae] (e 1 jdeaal)
L (prop=0.0022) (ssize 585 =0.27 (ssbaars callis C(1) Ladll momea Julas
Agx e plad) 3l lilly asSall B G oY) dbsh Aals BBl d5a
) alles o dlaadle o LS LAl dga (g plA AR ililly dpnail) ABSH s
(o it lguany (goine Lgans )
Ul o Aol A aany casSall G cmse AV it demsall alladll 3L

ccal sl b Aal sl
Wald s :(07) Jsead

Wald Test:
System: Untitled

Test Statistic Value df Probability

Chi-square  12.12354 3 0.0070

Null Hypothesis: C(5)=C(6)=C(7)=0
Null Hypothesis Summary:

Normalized Restriction (= 0) Value Std. Err.

C(5) 0.031997 0.009443
C(6)  0.290028 0.489381
C(7) -0.191376 1.009139

Restrictions are linear in coefficients.

Eviews zaliy Ao slae¥h odialdl slac) (e 1 jaal)
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Variance Decomposition of LGDP:
Period S.E. LGDP LM2 LG
1 0.015776 100.0000 0.000000 0.000000
2 0.021424 95.96600 0.525455 3.508545
3 0.026448 83.93460 2.054911 14.01049
4 0.031703 71.37531 4.019026 24.60567
5 0.036855 62.11463 5.771400 32.11397
6 0.041689 55.76532 7.134443 37.10024
7 0.046175 51.31163 8.156947 40.53142
8 0.050347 48.05647 8.928085 43.01545
9 0.054249 45.59202 9.521014 44.88697
10 0.057917 43.67459 9.986796 46.33861

Eviews C/‘L)J) L;.c— slazeYL U,:::-LJ\ Slae] e Z)w‘

sl Julas .4
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