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Abstract

We consider public spending as a very important tool in the financial policy and participate
essentially in imports. So, there are many studies related to public spending and import. The
work below is an application of Co-integration analysis (test of constant variables (augmented
Dickey-Fuller) and the test of (Johansen and Juselius). In addition to a corrections sample
and the annual report of the period between 1990 4777 2012. The aim is to study the impact
of public spending on import in Algeria.

Index terms— public spending, importation, test of constant variables, correction of mistakes.

1 I. Introduction

overnment is responsible of any economic state; employment, law, unemployment, price stability, salaries and
economic rise. They are the most important goals of any government.

Government rely on their futuristic sight in planning to reach their goals. In order to realize these goals, they
have to use taxes in different forms and initiate a good public spending policy. So, our choice comes on that
economic and financial policies and their role in the economic sphere, of any country. This work is an attempt
about all these elements, since we lack many points about this topic; we decided to do the research.

2 II. Studies Obstacles

According to « John Maynard Keynes » (John Maynard ??EYNES,1936), the financial thought rely on public
spending and he considered it as an important Financial policy in order to reach a kind of economic development.
Keynes principle was that "supply create the offer” that’s to say public spending is a public supply that create
parallel response with the offer, consequently an increase in national income.

In 2001, Algeria adopted this public spending in 3 forms, within different periods. In 2001 -2004, the weakening
economic program, the complementary to launch the economy between 2009 -2014.

The main objective of their programs is to ameliorate the financial position, due to the crises of oil prices
within the last years.

Algeria has adopted these policies to reach the economic stability of the country.

In this study we attempt to focus on public spending and the possible changes in imports. This is to show
how to relive economic disturbances so as to create economic stability. In our study the following questions were
raised:

-In what way can the change in public spending influence the imports in Algeria?

-What is the relationship between public spending and the imports in Algeria between the period 1990 -2012.

3 III. Public Spending

Public spending as an important tool in the political policy has witnessed many phases, theorical and practical
answers. In the classical period, governments restrained public spending to a low level and restricted the role
of government in spending. According to them, this latter is a waste and unproductive, however within the
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6 VI. DESIGNATION OF A SAMPLE USED IN STUDY

economic development changes permit to reinforced public spending since it’s an important element in the social
and economic balance. This is due to the world economic crisis witnessed in 2008 which increased the spending
in general (Bernier wasmone, 1989).

A.P. Lerner abolished the classical thoughts about spending, when he created functional finance and encourages
the policy of any country (Ahmed abedda mahmoud, 1971). -In the modern financial thought, both ??Myrdal
and Lindale) (Two Swedish known economists)

considered that public spending is so essential in order to avoid taxes imposed which emerged numerous
problems .This phenomena was seen in the nineteenth century.

The financial policy cooperate with the general spending, this policy is applied in hard moments. Like crisis
or unemployment where it’s necessary to raise the averages of spending and reduce taxes of consumption and
also taxes an investments. In case of inflation, the

The Impact of Public Spending on Imports in Algeria. Econometric Study between the Period (1990 -2012)”

financial policy is required to decrease spending by increasing the averages of taxes to allow a decrease in
consumption and to raise the average of benefits in order to decrease the spending on investment. So, we can
define public spending as follow:

-Public spending is all the sums of money spent by a person to realize a general need (al-housin khalef, 2008).

It is first, a sum of money, second this sum is released by a general power, third it is designed to reach a
general need.

4 TV. The Orientation of Imports in Algeria

The economy of Algeria rely mostly on the import of the raw material, semi-industrial and industrial product.
There is a close link between public spending and the imports. The source of Algerian spending comes from
taxes and oil. This is the most important source since 90% of the balances revenues are from oil.

The international trade of Algeria is the same compared with most Arab countries, and developing countries
because it’s attached with the industrial countries and International markets, especially Europe in matters of
export and imports.

The European community is the most important market for Algeria. The average imports from this market
between 2001 -2012 had reached 54%, and 61.36% of the exports. As a result Algeria has great commercial
exchanges within European countries.

The position of imports in Algeria is similar to the export, since the European countries are the most essential
partners for Algeria.

5 V. The Causality Relationship between

The Public Spending and Import in Algeria

Algeria has relied on the « John Maynard Keynes » average to achieve the economic growth because of lack
of private investment inside the country or outside it, and the reed to prepare one’s national economy to start
a new phase by relying on a strategy that aims at reinforcing underground structure (construction) and form
human capital through education, and improve services in general.

This resulted in important public spending which contributed to increase in the size of demand and therefore
the use of import of mainly industrialized products due to the lack of production (Boudakhdakh During the
previews conditions, that’s to say, huge dispenses by the government and the absence of an industrial basis
capable to absorb these dispenses, the size of import rose and this helped in energizing (improving) the economy
of other exporting countries.

Besides, Algeria hasn’t benefited from external demand on its local products outside fuel sector.

6 VI. Designation of a Sample used in Study

Empirical economic literature includes a lot of studied which deals with the public spending DEP and the import
IMP and we notice that these studies conclude in variable results.

In addition, Algeria aims at applying (implementing) a contributory and complementary analysis (Co
integration analysis) and a sample of between public spending and the import. But before doing studying
this relationship we have to anal use the time sequences to be sure of its stability (sedentation) through time and
designate its complementary degree.

In this study, we shall construct a standard sample to know the importance of the public spending on the
imports between (1990 -2012), using a new classical sample of development which constitutes variability’s and
define IMP as a variety which represents the imports supposing it is (function) in both the PIB and inflation
INF, the price of the benefit (PBRL) and the public spending DEP as interpreting variability’s:

The sample takes the mathematical general form. We could have the statistics of the different variables which
constitute the international from a basis of information about the indicators of the international sector of statistics
and the ministry of finance. The model becomes the following mathematical mode.

777 : represents the spontaneous mistake limit of the equation (error term) and which supposes that its values
are distributed in a natural way and with an average equal to zero and a stable differentiation.
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These hypotheses are necessary for obtaining impartial potentials characterized by competence to each of the
teachers of the modal Through that type of analyses we are going to estimate the modal of the study as follows:t
tttttLonDEP LnPBRL LnINF LnPIB LnIMP 7?7 2?77?72 + +++4+=...4321

7 777, (2)
A variants logarithm was used in the modal become a doubled logarithm (Double-log regression modal), so that
we avoid probable metric problems.

Moreover, the double logarithm modal potentials express flexibility of all variants in regard to the economic
growth, the variants flexibility in regard with the economic growth becomes4d 321 ,,,7 7 7 ? successively.

To prove that, admitting that the equation relation in the modal be: A variants logarithm was used in the
modal become a doubled logarithm (Double-log regression modal), so that we avoid probable metric problems.

Moreover, the double logarithm modal potentials express flexibility of all variants in regard to the economic
growth, the variants flexibility in regard with the economic growth becomes To prove that, admitting that the
equation relation in the modal be:

8 VII. Results of the Study of the Impact of Public Spending

on Imports in Algeria

Annual data (1990 -2012) of the study variants were represented with (IMP?PIB 7INF? PBRL ?DEP ), have
been used to explain the effect of the public spending on the import activity in Algeria, throughout evaluating
the modal of the study: The test (ADF) is one of quantitative tests in this study so as to detect the variations
stability and static or the chronological series whereas the test (DF) which is a simple test has been avoided
because it doesn’t correspond to (arriver) or ignores the auto-correlation in the uncertain error thus the sizes
(greatnesses) of least squares don’t satisfy the decline equation of the efficient estimates.t

9 i. ADF (Augmented Dickey-Fuller) test

The ADF test is given by the following equation as fellow:t mt miitt UYYTAAY +++4+=77=77
112177

By presenting the datum ( pieces of data ) of the test of the root unity ( test ADF) which are given is table
n® 2, it clearly appears that all the variations used in this estimate contain (insert ) the root unity, however we
have to accept that the hypothesis of the unity root is useless for all the variations at the abstract level 5 % .

That is to say that they are not stable in the general level in the case where it is categorical and without
general direction ( Intercept ) and also is the case of its presence category ( Trend and Intercept ) or the in
existence and the general chronological direction Regarding that the temporal chains of the model variables are
integral from the first class, it was quite important to test the presence of a long-term balance between them,
despite of the existence of a disruption in the short-term. According to the testing of the common integration
between the variables used in the method (Johansen, 1988) and (Johansen and Juselius, 1990), which consists of
two and more variable and considered as the best one in case of two variable because it allows the mutual effect
or the feedback effect among variables being studied and not existing in the method (Engle-Granger) (Khaled
ben ben abdellah el-kadire, 2005).

Johansen and Juselius method depends on testing the number of the relation of common integration in the
VAR system vector autoregressive ( VAR ) wish represents the relation of the long-term of variables in the
equations system with consideration that all variables are internal in the modal.

The test has been held with (J.J) method with rupture and temporal direction in the integration equation and
VAR test which is shown in table N° 03. The test and the great individual value test in the table above show
the regression of the null hypothesis saying (r = 0) that there’s no common integration between variables in the
significance level 5%, where the calculated value of the trace test (? trace) estimated (90.44) greater than the
two critical value (77.81) and (69.71) in 1% and 5% , successively, while the following value estimated by (57.00)
is less than the critical value of (58.68) and (47.85). This is the test of the greatest possibility which show the
non-regression of the null hypothesis saying the existence of a unique vector at most of the common integration.
Furthermore, the maximal Eigen statistic (? max) has given the same results of the test. In consequence to, it’s
obvious that (IMP) representing the importation in Algeria is integral to a common integration with the public
spending (DEP), the Gross domestic product (PIB), the inflation level (INF) and the oil price (PBRL).

These results mean that there’s a stagnant linear continuation between (IMP) and the variables
(DEP,PBRL,INF,PIB) despite of the fact that these variables are not stagnant. Moreover, these finding certifies
that, finally, there’s a long term balanceable relation between these variables which means that they are not far
from each other where they go similarly.

As we can express the equation of the common integration as follows: It is evident from the estimations of the
Cointegration vector in the above model that flexibility of the public spending on the importations in a long-term
is equal to 0.0062%, which mean that the increase of equation with 10% leads to an increase in government with
an increase rate of 6.2%, with a positive sign which goes perfectly with the theory, there’s a direct relation of a
direct investment of a long term with the importation.t
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13 2-THE CO-INTEGRATION TEST (JOHANSEN AND JUSELLUS )

However, the rest of variables came with a negative indication which means that it has a negative effect on
importation on the long-term, and that is opposite to the economic theory.

The finding have also shown that the coefficients of the common integration vector, which describes the long-
term relation, are significant because the value Log Linklihood is equal to (514.8499).

10 c¢) Estimating vector error correction model

After testing the variables with unity root test, that certified the stability of the temporal chains after taking the
first differences to it, and also testing the common integration, which proves existence of a common integration,
another step comes up which consists of designing a VAR in a form of first difference to the variables ([VECM]
vector error Correction Model to estimate the adaptation speed i.e. adaptation of any disruption in the short-term
to a long-term balance between the importations and the study variables), and adding a slow time-gap to error
correction term. This is implemented by estimating the following model after adding an individual correlation
asfollows:t t jtkjjjtkjjjtkjjjtkjjjtkjjtEcLnDEP LnPBRL LnINF LnPIB LnIMP LnIMP ? 7 ?
792?74+ 4742474747 4=2727=7=2=7=7=72777111111

Where the parameters 7, 7, 7, 7, 7, 7 in the equation show that they are parameters of importation functions
variables in the short-term, and ? denotes error correction coefficient Ec t-1 which include the test of the
long-term. In addition to, it measures the disruption adaption fast in the short-term to the long-term balance,
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where the short-term dynamic differs of the long-term balance, and the slowing following variables are added
to be sure that t 7 (the rest) is stable or from the (White Noise) 717 type.

The finding in table (04) show that the estimated adaptation coefficients, which are implemented to test the
extension of the effect power of the integrated variables in the equation on the importations, where it comprises
the weighs through which the common integration vector integrate the mechanism of the shortterm, and it
measures the response fast of the shortterm disequilibrium which occurs in the whole system.

? -White Noise: The white noise is a stationary time series or a stationary random process with zero
autocorrelation. In other words, in white noise N (t) any pair of values N(t 1 ) and N(t 2 ) taken at different
moments t 1 and t 2 of time are not correlated -i.e. the correlation coefficient r(N(t 1 ),N(t 2 )) is equal to null.
The table (04) shows that the variables shift has help to know possible changes in the (PIB) representing the
economic growth in Algeria, that is to say, the government expenses lead to importation according to (Granger).
The variance in the government expenses during the period (t-1) by 10% leads to an increase in the period (t)
7?7 18 wish 0.64% lead to a slight positive effect in the national economy.

The results also show that the impact of the (PIB), the inflation and the petrol price in the period (t-1) on
the importation is due to the compatibility of the PIB. (-0.029) it is each year decreasing by 2.9% which led to
an economic balance during 9 years.

The correction of the wrong doing in Ec t-1 in the (VEC) has taken the negative symbol (-) it means that
2.3% of the economic imbalances are corrected each year.

12 VIII. Conclusion

In this study there is a trial to know (to measure) the impact of the public expenses on the Algerian importation.
Where the analysis of the study using the standard tests (tests of static variations. Co-integration Test the
model of error correction) has revealed the following:
1-The results of the static variations tests (Augmented Dicker Fuller ) have shown that all the variations of
the economic study contain the root of the unity??
Public spending was missing the period (t) is the application first, and influence on the increase in gross
product of period (t + 1), so the problem is the non-compliance Temporal between the cause and the result.
that is to say that, it is non -static (or unstable) at its level, then by becoming stable in the first differences
which means that it is about an integration of first order.

13 2-The Co-Integration Test (Johansen and Jusellus )

has shown that there is a Co-Integration vector within the variations which indicate the existence of a long term
relation between the public expresses and the imports .

3-The model estimation of the correction vectors of error has shown that the public expresses contributed in
the imports but it is weak in short term , this is due to the weak rationalization of the public expenses in Algeria
, whereas the results obtained by the determination of the model error correction has been rejected (or refused)
as it has been shown that the public expresses are statically abstract whereas the same model has shown that the
other model coefficients are abstract and positively influent on the imports in a short term which is in agreement
with the economic theory.
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Figure 8: Table 01 :

We've used in this study ADF (Augmented
Dickey-Fuller) test.
a) Testing the stability of the variants: (The Unit Root

Test)
t LnIMP =747t 4+72.t +73.t + 7 4. tLnDEI
1 LnPIB LnINF LnPBRL
t = 1 .
2
[Note: CJ]
Figure 9:
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