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Abstract

The goal of this study is a measure and forecasts the optimal size
expenditure in Algeria through an empirical analysis using the Threshold
Regression (TAR) upon annually data for the period 1980-2020.
Empirical findings show that the value of the productivity of the
government expenditure is statically significant and equals to 0.29 which
indicates that the expenditure is productive. I also note that the optimal
size of government consumption expenditure in Algeria as a percentage
of GDP is 12%, when the average percentage which is equal to 16%
during the period 1980 to 2015. Finally, this forecasting method is the
best to set the optimal size of government consumption expenditure in
the next years.

Keywords: Government spending, economic growth, forecasting, TAR
model.
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Dependent Variable: S_ TRANS
Method: Threshold Regression
Date: 06/15/16 Time: 00:22
Sample (adjusted): 1983 2015
Included observations: 33 after adjustments
Threshold type: Bai-Perron tests of L+1 vs. L globally determined
thresholds
Threshold variable: S_TRANS(-2)
Threshold selection: Sequential evaluation, Trimming 0.15, , Sig. level 0.05
.218542Threshold value used: 1

Variable Coefficient  Std. Error t-Statistic Prob.

21854 -- 28 0bs2S_TRANS(-2) < 1

S_TRANS(-1) 1.170257 1.123268 1.041832 0.3071
S_TRANS(-2) -0.408343 1.842260 -0.221653 0.8263
S_TRANS(-3) -0.061798 1.253284 -0.049309 0.9611

21854 <= S_TRANS(-2) -- 5 obs21

S_TRANS(-1) 7.967323 2.921807 2.726848 0.0113
S_TRANS(-2) -13.29296 3.240910 -4.101614 0.0004
S_TRANS(-3) 7.312094 1.906638 3.835071 0.0007

Non-Threshold Variables

C 2.758738 7.652374 0.360507 0.7214
R-squared0.587501 Mean dependent var10.46025
Adjusted R-squared0.492308 S.D. dependent var7.939739
S.E. of regression5.657261 Akaike info criterion6.489588
Sum squared resid832.1198 Schwarz criterion6.807029
Log likelihood-100.0782 Hannan-Quinn criter.6.596398
F-statistic6.171730 Durbin-Watson stat2.285168

Prob(F-statistic)0.000401
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Forecast: S_TRANSF

Actual: S TRANS

Forecast sample: 2010 2020

Adjusted sample: 2010 2015

Included obsenations. 5

Root Mean Squaved Error - 1155246

Mean Absolute Eror -~ 0.864240

Mean Abs. Percent Eror  7.206097

Theil Inequality Coeffcient 0052103
Bias Proporton 0464318
Variance Proporion ~ 0.029656
Covariance Proportion 0.506026
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