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Abstract:

Public spending in Algeria has increased continuously since the beginning of the third millennium,
with the aim of improving the country's economic situation, and the overall indicators of the national
economy. but after nearly two decades of adopting an expansionary spending policy, most of the internal
and external balance indicators have deteriorated and corruption levels have developed in the country. The
aim of this study is to find out whether public spending has a role in the spread of corruption. The study
found, using the vector self-regression model (VAR), that capital expenditures contributed to the
development of corruption levels, while operating expenses contributed to reducing levels of corruption in
Algeria during the period 2003-2018.

Keywords: Goverment expenditure, Operating expenditures, Capital expenditures, Corruption.
(JEL) Classification : E62, H59.
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D(D(CORR)) = 0.00285535808144*D(SI(-1)) + 0.000688674596881*D(SI(-2)) -
0.0055184697309*D(D(SC(-1))) - 0.00250675573769*D(D(SC(-2))) -
0.613862129051*D(D(CORR(-1))) + 0.579474022369*D(D(CORR(-2))) - 0.56695679178
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VAR Lag Order Selection Criteria

Endogenous variables: D(SI) D(D(SC)) D(D(CORR))
Exogenous variables: C

Date: 07/28/20 Time: 23:03

NONE | TREND | INTERCEP | NONE | TREND | INTERCEP | NONE | TREND | INTERCE

Sample: 2003 2018 AND T AD T D 3
Included obsenations: 12 I\TE?CEP I\TEFEEP INTERCEPT

Lag LogL LR FPE AC SC HQ

AR A R ol
0 -218.9784 NA 2.35e+12 36.99640 37.11762 36.95152 bl
1 -205.2809 18.26331* 1.16e+12* 36.21348 36.69839* 36.03395
2 -195.3861 8.245707 1.53e+12 36.06434* 36.91293 35.75017*

Y

N0 | 440080 | AT IR | 236ME | LG |
*indicates lag order selected by the criterion
LR: sequential modified LR test statistic (each testat 5% level) CSN680 | OGEITM- | TESEN- | D240 | DML | LN | 10N [ OB | LI | g
FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarzinformation criterion

HQ: Hannan-Quinn information criterion

OO | GALGBGD- | GTNSES | SN | 3G | BSUND | LA 2ME | LBIEE | g

Zdsadll Al LRI 104 ) alal I laniy) g igal ua (Sa 103 A8 alal

Vector Autoregression Estimates
Date: 08/04/20 Time: 22:35
1.5 Sample (adjusted): 2007 2018

Inverse Roots of AR Characteristic Polynomial

Included observations: 12 after adjustments
e Standard errors in () & t-statistics in []
b D(SI) D(D(SC)) D(D(CORRY))
0.5 - =
D(SI(-1)) -0.311100 0.377196 0.002855
(0.50343) (0.29754) (0.00239)
0.0 — * . [-0.61796] [1.26772] [1.19612]
_0.5 | D(SI(-2)) -0.677441 -0.118143 0.000689
. (0.46304) (0.27367) (0.00220)
1o - [-1.46303] [-0.43171] [0.31365]
D(D(SC(-1))) 0.273504 -0.750436 -0.005518
1.5 ‘ ‘ | ‘ ‘ (0.89157) (0.52694) (0.00423)
-1.5 -1.0 -0.5 0.0 0.5 1.0 1.5 [0.30677] [-1.42415] [-1.30533]
D(D(SC(-2))) -0.192401 -0.491523 -0.002507
Roots of Characteristic Polynomial (0.69112) (0.40846) (0.00328)
Endogenous variables: D(SI) D(D(SC)) [-0.27839] [-1.20334] [-0.76492]
D(D(CORR)) i D(D(CORR(-1))) 49.66278 88.53730 -0.613862
Exogenous variables: C (87.6003) (51.7735) (0.41538)
Lag specification: 1 2 [0.56692] [1.71009] [-1.47782]
Date: 07/28/20 Time: 23:15
D(D(CORR(-2))) 107.5203 51.18468 0.579474
Root Modulus (118.067) (69.7798) (0.55985)
[0.91067] [0.73352] [1.03505]
-0.016252 - 0.860665i 0.860819 c 298.9193 84.49372 0.566957
-0.016252 + 0.860665i 0.860819 ) e b
g (264.684) (156.433) (1.25508)
-0.602082 - 0.576710i 0.833725 [1.12935] [-0.54013] [-0.45173]
-0.602082 + 0.576710i 0.833725
-0.809044 0.809044 R-squared 0.646737 0.731556 0.581011
0.370314 0.370314 Adj. R-squared 0.222822 0.409423 0.078224
Sum sq. resids 2588634. 904219.9 58.20455
No root lies outside the unit circle. S.E. equation 719.5324 425.2575 3.411878
o fi o s F-statistic 1.525628 2.270976 1.155581
VAR satisfies the stability condition. Log likelihood -90.71767 -84.40679 -26.50160
Akaike AIC 16.28628 15.23446 5.583601
Schwarz SC 16.56914 1551733 5.866463
Mean dependent 160.5833 -16.00000 0.083333
S.D. dependent 816.1878 553.3677 3.553701
Determinant resid covariance (dof adj.) 3.85E+11
Determinant resid covariance 2.79E+10
Log likelihood -195.3861
Akaike information criterion 36.06434
Schwarz criterion 36.91293
Number of coefficients 21
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Variance Decomposition of D(D(CORR)):

Period S.E. D(SI) D(D(SC)) D(D(CORR))
1 3411878 5497660  14.43675  80.06559
2 4045091  7.742015  13.83282  78.42516
3 4789225  15.94163  13.01440  71.04397
4 5163742  19.02084  14.49888  66.48028
5 5248416  18.68514 1590783  65.40704
6 5259575  18.69465  16.17260  65.13275
7 5265722  18.65564  16.35614  64.98822
8 5295189 1851774  16.89150  64.59075
9 5317639  18.36639  16.91912  64.71449
10 5335029  18.28854  16.82842  64.88304

Cholesky Ordering: D(SI) D(D(SC)) D(D(CORR))

glbaﬂ ga,\,\hi\ sl JLas 105 a2y alal)

Component Jarque-Bera df Prob.
1 0.718075 2 0.6983
2 1.194079 2 0.5504
3 2.594007 2 0.2733
Joint 4506162 6 0.6085

*Approximate p-values do notaccount for coefficient

clasall S 107 a8 @alall

Response of D(D(CORR)):

Period D(D(SC)) D(SI) D(D(CORRY))
1 -1.459211 0.437323 3.052927
(0.93881) (0.88581) (0.62318)
2 0.084447 1.096614  -1.874076
(1.52223) (1.26690) (1.32458)
3 -0.590886  -1.661976 1.860806
(1.67799) (1.62455) (1.34827)
4 0.265482 1.491892 -1.196383
(1.53958) (1.80619) (1.59486)
5 0.272270 -0.719046 0.538962
(1.24843) (1.79189) (1.74651)
6 -0.318495 0.122472 -0.028584
(0.96957) (1.58247) (1.78898)
7 -0.191317 0.161347 0.045488
(0.92535) (1.33894) (1.74197)
8 0.401962 -0.242550  -0.301327
(0.74943) (1.22894) (1.61627)
9 -0.172793 0.139698 0.434599
(0.54769) (1.22350) (1.35110)
10 0.032009 0.127948 -0.409709
(0.52716) (1.13814) (1.01774)

Cholesky Ordering: D(D(SC)) D(SI) D(D(CORR))
Standard Errors: Analytic
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