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Abstract:

This study dealt with the subject of expenditure policy and its effect on inflation with an analytical
and econometric study on the Algerian Economy compared with the Arab Countries "the Kingdom of
Morocco, the Tunisian Republic, the Arab Republic of Egypt, Saudi Arabia™ during the period (1990-2018).

The study aimed in the theoritical part to clarify the most important concepts related to government
spending policy and the phenomenon of inflation, as well as the most important theories explaining the
relationship between them. However, the empirical study aimed to analyze and measure the impact of
spending policy on inflation rates in the Arab countries under study, using the most recent methods, such as
Regression Method and Panel Fixed Method, where they helped to measure the impact of public spending
on inflation in Algeria and the Arab countries under study, as well as comparing the degree of influence
between the economies under study.

The econometric results concluded that public spending had direct and significant impacts on
inflation rates in all countries under study, whereas the effects were more severe in both Tunisia and Egypt
compared with Saudi Arabia and Algeria, while in Morocco the impact of spending policy on inflation rate
was less severe.

Keywords: Expenditure policy, inflation, public spending, consumption spending, investment spending.

Résumé:

Cette étude a traité le sujet de la politique des dépenses et son effet sur I'inflation avec une étude
analytique et économétrique sur I'économie Algérienne par rapport aux pays arabes «le Royaume du Maroc,
la République Tunisienne, la République Arabe d'Egypte, I'Arabie Saoudite» au cours de la période (1990-
2018).

L'étude visait, dans la partie théorique, a clarifier les concepts les plus importants liés a la politique
de dépenses publiques et au phénomene de l'inflation, ainsi que les théories les plus importantes expliquant
les relations entre eux. Cependant, I'étude empirique visait a analyser et a mesurer I'impact de la politique de
dépenses sur les taux d'inflation dans les pays Arabes étudiés, en utilisant les méthodes les plus récentes,
telles que la méthode de régression et la méthode Panel Fixe, ou elles ont permis de mesurer I'impact des
dépenses publiques sur l'inflation en Algérie et dans les pays Arabes étudiés, ainsi que la comparaison du
degré d'influence entre les économies étudiées.

Les résultats économétriques ont conclu que les dépenses publiques avaient des impacts directs et
significatifs sur les taux d'inflation dans tous les pays étudiés, alors que les effets étaient plus graves en
Tunisie et en Egypte par rapport & I'Arabie saoudite et en Algérie, tandis qu'au Maroc, I'impact de la
politique de dépenses sur le taux d'inflation était moins séveére.

Mots clés: Politique de dépenses, inflation, dépenses publiques, dépenses de consommation, dépenses
d'investissement.
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Working Paper, Department of Economics, Miami University, USA, p3.
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Variable Coefficient  Std. Error  t-Statistic Prob.
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R-squared 0.587233 Mean dependent var 1.348263

Adjusted R-squared  0.562952 S.D. dependent var 0.349001
S.E. of regression  0.230723 Akaike info criterion 0.004102
Sum squared resid  0.904962 Schwarz criterion 0.103516
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R-squared 0.331573 Mean dependent var 2.127335

Adjusted R-squared  0.292254 S.D. dependent var 0.684181
S.E. of regression  0.575586 Akaike info criterion 1.832443
Sum squared resid  5.632080 Schwarz criterion 1.931858
Log likelihood -15.40821 Hannan-Quinn criter. 1.849268
F-statistic 8.432855 Durbin-Watson stat 0.854171

Prob(F-statistic) 0.009880
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Redundant Fixed Effects Tests
Pool: X

Test cross-section fixed effects

Effects Test Statistic d.f. Prob.
Cross-section F  27.653677 (4,89) 0.0000
Cross-section Chi-square 76.736505 4 0.0000
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Correlated Random Effects - Hausman Test
Pool: X

Test cross-section random effects

Chi-Sq.
Test Summary Statistic Chi-Sq. d.f. Prob.

Cross-section random 0.010017 1 0.9203
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Variable Coefficient Std. Error t-Statistic Prob.
C -0.295149 0.498257 -0.592364 0.5550
LG 0.614448 0.117676 5.221501 0.0000

Random Effects (Cross)
1_--C -0.326772

2 --C -0.992397
3 --C 0.482913
4 --C 0.593159
5 --C 0.243097
Effects Specification
S.D. Rho
Cross-section random 0.770021 0.6536
Idiosyncratic random 0.560634 0.3464
Weighted Statistics
R-squared 0.228583 Mean dependent var 0.257171
Adjusted R-squared 0.220289 S.D. dependent var 0.631522
S.E. of regression 0.557642 Sum squared resid 28.91972
F-statistic 27.55742 Durbin-Watson stat 1.447652

Prob(F-statistic) 0.000001
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Dependent Variable: LINF
Method: Least Squares
Date: 02/04/20 Time: 23:35
Sample: 1990 2018

Included observations: 29

.(2018-1990) 54!l

Variable Coefficient Std. Error t-Statistic Prob.
C 10.37053 2.447540 4.237126 0.0003
LCUREX -1.555174 0.610077 -2.549144 0.0170
LINVEX 0.980796 0.524372 1.870422 0.0727
R-squared 0.325806 Mean dependent var 1.714841
Adjusted R-squared 0.273945 S.D. dependent var 1.037138
S.E. of regression 0.883734 Akaike info criterion 2.688375
Sum squared resid 20.30561 Schwarz criterion 2.829820
Log likelihood -35.98144 Hannan-Quinn criter. 2.732674
F-statistic 6.282284 Durbin-Watson stat 1.157565
Prob(F-statistic) 0.005946
.(Eviews 10) &l yiea s youall
ARCH ;s | ilis :(2-4) Gl

Heteroskedasticity Test: ARCH

F-statistic 0.494983 Prob. F(1,26) 0.4880

Obs*R-squared 0.523100 Prob. Chi-Square(1) 0.4695

Test Equation:

Dependent Variable: RESIDA2

Method: Least Squares

Date: 02/05/20 Time: 16:37

Sample (adjusted): 1991 2018

Included observations: 28 after adjustments

Variable Coefficient Std. Error t-Statistic Prob.

C 0.818686 0.302571 2.705768 0.0119

RESIDA2(-1) -0.136952 0.194659 -0.703550 0.4880

R-squared 0.018682 Mean dependent var 0.719370

Adjusted R-squared -0.019061 S.D. dependent var 1.402816

S.E. of regression 1.416122 Akaike info criterion 3.602471

Sum squared resid 52.14046 Schwarz criterion 3.697628

Log likelihood -48.43459 Hannan-Quinn criter. 3.631561

F-statistic 0.494983 Durbin-Watson stat 2.008334

Prob(F-statistic) 0.487966
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.(Breush-Godfrey Serial Correlation LM test) ;L | milis :(>-4) 3!

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 1.710466 Prob. F(4,22) 0.1836
Obs*R-squared 6.879378 Prob. Chi-Square(4) 0.1424

Test Equation:

Dependent Variable: RESID
Method: Least Squares
Date: 02/10/20 Time: 12:17
Sample: 1990 2018

Included observations: 29

Presample missing value lagged residuals set to zero.

Variable Coefficient Std. Error t-Statistic Prob.

C 0.120424 2.335631 0.051560 0.9593
LOGCUREX -0.104619 0.629028 -0.166319 0.8694
LOGCAPEX 0.100716 0.553013 0.182122 0.8572
RESID(-1) 0.313517 0.213129 1.471018 0.1554
RESID(-2) 0.256964 0.224665 1.143768 0.2650
RESID(-3) 0.091735 0.230628 0.397761 0.6946
RESID(-4) -0.146127 0.229524 -0.636651 0.5309
R-squared 0.237220 Mean dependent var -4.88E-15
Adjusted R-squared 0.029189 S.D. dependent var 0.851587
S.E. of regression 0.839067 Akaike info criterion 2.693452
Sum squared resid 15.48872 Schwarz criterion 3.023489
Log likelihood -32.05505 Hannan-Quinn criter. 2.796815
F-statistic 1.140311 Durbin-Watson stat 1.966604
Prob(F-statistic) 0.372485
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Date: 02/05/20 Time: 16:34
Sample: 1990 2018

Included observations: 29

Autocorrelation Partial Correlation AC PAC Q-Stat Prob
. A 1 0135 0135  0.5886 0.443
[ I 2 0029 -0048  0.6169 0.735
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[ I 4 0047  -0000 15046 0.826
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[ P 6 0028 0095  4.1869 0.651
A . 7 0071 0028  4.3949 0.733
A . 8 0097 -0038  4.8002 0.779
A R 9 0090 -0.140  5.1676 0.819
A o 10 -0077 0247 54514 0.859
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[ I 12 0052 0017  5.6507 0.933
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Date: 02/20/20 Time: 11:19
Sample: 2000 2018

Included observations: 19

Autocorrelation Partial Correlation AC PAC Q-Stat Prob
R N 1 0240  -0.240  1.2762 0.259
e A 2 0006 -0.067 12769 0.528
A A 3 0104 0130 15491 0.671
R N 4 0205 0287 26684 0.615

. | I 5 0.150 0.005 3.3100 0.652
[ I 6  0.034 0.036 3.3450 0.764
L A 7 0122  -0.183  3.8369 0.798
P I 8 0.086 0.022  4.1060 0.847
[ I 9 0045 0016 4.1871 0.899
. o | 10 -0149 0234 51764 0.879
[ . 1 0031 0.169  5.2230 0.920
L R 122 0159  -0.230  6.6593 0.879
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Date: 02/20/20 Time: 11:21
Sample: 2000 2018

Included observations: 19

Autocorrelation Partial Correlation AC PAC Q-Stat  Prob
P P 1 0220 0220 1.0710 0.301
|. | || 2 -0.010 -0.061 1.0733 0.585
.| .| 3 0115 04138 14017 0.705
|| || 4 0032 -0029 14286 0.839
|| || 5 0012 0025 14327 0.921
. AL 6 -0.085 -0.115 1.6535 0.949
. [ ] 7 -0.072 -0.026 1.8266 0.969
| [ ] 8 -0.055 -0.052 1.9365 0.983
|| || 9 0014 0032 19439 0.992
. . 10 -0.092 -0.098 2.3191 0.993

-0.071 -0.008 2.5702 0.995
N N 12 -0.045 -0.053 2.6848 0.997

_*
-
-

.(Eviews 10) &l px0

286



: Bloll papds sl | il :(2-5) Gl

Series: Residuals
Sample 2000 2018
Observations 19

Mean 4.93e-17
Median -0.047439
Maximum 0.877601
Minimum -1.612099
Std. Dev. 0.577974
Skewness -0.980720
Kurtosis 4.302357

Jarque-Bera  4.388506
Probability 0.111442

-0.5 0.0 0.5 1.0
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.495149 Prob. F(2,15) 0.6191
Obs*R-squared 1.176692 Prob. Chi-Square(2) 0.5552
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Heteroskedasticity Test: ARCH

F-statistic 1.947139 Prob. F(3,12) 0.1759
Obs*R-squared 5.238523 Prob. Chi-Square(3) 0.1551
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Date: 02/20/20 Time:12:17
Sample: 2000 2018

Included observations: 19

Autocorrelation Partial Correlation AC PAC Q-Stat  Prob
N N 1 0322 0322 22962 0.130
. . 2 0176 0081 3.0214 0221
. | 30134 0062 34659 0325
. A 4 0154 0252 40944 0393
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6
Series: Residuals
5 Sample 2000 2018
Observations 19
4- Mean 3.64e-16
Median 0.054215
3| Maximum 0.918006
Minimum -0.657460
5 Std. Dev. 0.436389
I Skewness 0.124836
Kurtosis 2.417230
1]
Jarque-Bera  0.318216
0 Probability 0.852904
-0.75 050 -0.25 0.00 0.25 0.50 0.75 1.00

.(Eviews 10) &l y5ee @ yuuall

Lasedl sgus JMaTw! Lbdylas é\.‘ia :(>-6) 3=l

Breusch-Godfrey Serial Correlation LM Test:

F-statistic

Obs*R-squared

1.321803
2.846840

Prob. F(2,15) 0.2960
Prob. Chi-Square(2) 0.2409
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Heteroskedasticity Test: ARCH

F-statistic

Obs*R-squared

2.106626
2.094221

Prob. F(1,16) 0.1660
Prob. Chi-Square(1) 0.1479
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Date: 02/19/20 Time: 18:49

Sample: 2000 2018

Included observations: 19

Autocorrelation Partial Correlation AC PAC Q-Stat  Prob

-_—

-0.065 -0.065 0.0941 0.759

|| A 2 -0064 -0.068 01897 0910
| | 3 -0208 -0219 12734 0735
. A 4 -0161 -0210 19636 0.742
|| || 5 0018 -0059 19727 0.853
|| || 6 0065 -0.022 21008 0910
|| || 7 0023 -0063 21184 0953
A A 8 -0111 -0172 25690 0.958
A A 9 -0133 -0198 32791 0952
A A 10 -0107 -0.224 3.7856 0.956
% | o 11 0084 -0108 41353 0966
o ) 12 -0.029 -0271 41824 0980
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Series: Residuals
Sample 2000 2018
Observations 19

Mean -3.91e-16
Median 0.029301
Maximum 0.433892
Minimum -0.503174
Std. Dev. 0.224222
Skewness -0.317277
Kurtosis 2.911367
Jarque-Bera  0.324991
‘ Probability 0.850020
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 1.952027  Prob. F(2,15) 0.1764
Obs*R-squared 3.923868  Prob. Chi-Square(2) 0.1406
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Heteroskedasticity Test: ARCH

F-statistic 0.096183 Prob. F(1,16) 0.7605
Obs*R-squared 0.107559 Prob. Chi-Square(1) 0.7429

.(Eviews - v10) &l e ¢ youal |

292



.(CUSUM SQ) 5 (CUSUM ) 59l dyl yiaal yLiis | il :(2-7) Gl

12

-4

-8 _|

-12

\ T T T T T T \ T T T T T T T —
2002 2004 2006 2008 2010 2012 2014 2016 2018

- CcusumMm - 5% Significance

View __ stability diagnostics_ recurise estimates (ols only) cusum of squares test

T T T T T T T T T T T T T T T T
2002 2004 2006 2008 2010 2012 2014 2016 2018

.(Eviews 10) &> yiee e slaie¥l adlall slue) @ juuall

293



LY

syl yime ey oLyl 7 3gaid Bunlidll &Ly il :(08) ol gl
.(2018-2000)
:(correlogram of residual squared) jLas | milus :(1-8) gL

Date: 02/19/20 Time: 19:03

Sample: 2000 2018

Included observations: 19

Autocorrelation Partial Correlation AC PAC Q-Stat  Prob
. ] 10002 0002 9E-05 0992
AL A 2 -0074 0074 01275 0938
. ] 3 0042 -0042 01707 0982

. . 4 0124 0120 05815 0965
L e 5 -0087 -0096 07989 0977
L AL 6 -0.100 -0.085 1.1049 0.981
. . 7 -0062 -0064 12328 0.990
L AL 8 -0110 -0150 16683 0.990

[*. | [*. | 9 0.083 0.093 19420 0.992
AL A 10 -0.096 -0.114 23479 0993
AL A 11 -0128 -0.141 3.1696 0.988
| | 12 -0227 -0246 61160 0910
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5
Series: Residuals
Sample 2000 2018
4 _ Observations 19
Mean 6.19e-16
3 Median -0.098661
Maximum 1.082037
Minimum -0.870801
2 Std. Dev. 0.559369
Skewness 0.365385
1 Kurtosis 2.222750
Jarque-Bera  0.901029
0 Probability 0.637300
-1.00 -075 -050 -025 0.00 025 050 075 1.00 1.25
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 1.135618  Prob. F(12,5) 0.4772
Prob. Chi-
Obs*R-squared  13.89999 Square(12) 0.3071
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ARCH §lgd! 0l (wilamiy ool jLeis | gl :(o-8) 3=
Heteroskedasticity Test: ARCH

F-statistic 2.28E-05 Prob. F(1,16)  0.9962
Obs*R-squared 2.57E-05  Prob. Chi-Square(1) 0.9960
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(2018-2000) 4u392ully o liell sl 7 390t Asulill Sy Las¥l il 2(9) o3y el
:(correlogram of residual squared) jLas | milus :(1-9) g= ML
Date: 02/20/20 Time:11:14
Sample: 2000 2018

Included observations; 19

Partial
Autocorrelation Correlation AC  PAC Q-Stat Prob
| | .| 1 -0.026-0.0260.0150 0.903
| ] 2 -0.038-0.0380.0482 0.976
] o 3 -0.128-0.1300.4554 0.929
L | 4 -0.252-0.2662.1405 0.710
> ok | 5 -0.285-0.3514.4475 0.487
. HH 6 -0.144-0.3205.0868 0.533
| K 7 0.064 -0.2055.2246 0.633
*. | HH 8 0.094 -0.2465.5461 0.698
x| * 9 0414 0.137 12.399 0.192

-
o

0.042 -0.11812.475 0.255
11 -0.039-0.18212.552 0.324
12 -0.049-0.10512.691 0.392
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6
Series: Residuals
5 Sample 2000 2018
Observations 19
4 Mean -1.58e-16
Median 0.043375
3 Maximum 1.248858
Minimum -1.473500
) Std. Dev. 0.643208
’ Skewness -0.349137
Kurtosis 3.144239
1]
Jarque-Bera  0.402476
0 Probability 0.817718
-1.5 -1.0 -0.5 0.0 0.5 1.0
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 1.642536  Prob. F(3,14) 0.2247
Obs*R-squared 4.946454  Prob. Chi-Square(3) 0.1758
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ARCH éb,dl nlo pilemsg old jLas @Lb :(2-9) 3=\
Heteroskedasticity Test: ARCH

F-statistic 0.205058  Prob. F(3,12) 0.8909
Obs*R-squared 0.780232  Prob. Chi-Square(3) 0.8542
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Dependent Variable: LINF

.(2018-1990) 5 7ol (SLudl bils 7 3905 5L :(10) 03y 3L
4l gdaadl Ol 7 3903 :(1-10) 3L

Method: Pooled EGLS (Cross-section random effects)

Date: 02/24/20 Time: 15:48

Sample: 1990 2018

Included observations: 29

Cross-sections included: 5

Total pool (balanced) observations: 145

Swamy and Arora estimator of component variances

Variable Coefficient  Std. Error t-Statistic Prob.
C 1.785837 0.347335 5.141549 0.0000
LG -0.010471 0.094461 -0.110852 09119
Random Effects (Cross)
1 --C -0.040040
2 --C -0.865646
3 --C -0.336771
4 --C 0.359055
5 --C 0.883402

Effects Specification

S.D. Rho

Cross-section random 0.510883 0.3291
Idiosyncratic random 0.729376 0.6709

Weighted Statistics
R-squared 0.000084 Mean dependent var 0.450410
Adjusted R-squared -0.006909 S.D. dependent var 0.736663
S.E. of regression 0.739204 Sum squared resid 78.13835
F-statistic 0.011964 Durbin-Watson stat 0.698098
Prob(F-statistic) 0.913056

Unweighted Statistics
R-squared -0.009126 Mean dependent var 1.757625
Sum squared resid 133.1903 Durbin-Watson stat 0.409551
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Redundant Fixed Effects Tests
Pool: X

Test cross-section fixed effects

Effects Test Statistic df. Prob.
Cross-section F 18.133167 (4,139) 0.0000
Cross-section Chi-square 60.886299 4 0.0000

.(Eviews- v 10) &l pea : yuiual |
4! gl Qbr}}'i.‘i.” Z 39049 auldl &bﬁi’i.ﬁ‘ Z 398 (M sl QLQ.««}.A_)L;.L&‘Z(E-'IO) S\l
Correlated Random Effects - Hausman Test

Pool: X

Test cross-section random effects

Chi-Sq.
Test Summary Statistic Chi-Sq. d.f. Prob.
Cross-section random 0.000000 1 1.0000

* Cross-section test variance is invalid. Hausman statistic set to zero.
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Residual Cross-Section Dependence Test

Null hypothesis: No cross-section dependence (correlation)
Pool: X

Periods included: 29

Cross-sections included: 5

Total panel observations: 145

Note: non-zero cross-section means detected in data

Cross-section means were removed during computation of correlations

Test Statistic df. Prob.

Breusch-Pagan LM 63.80290 10 0.0000
Pesaran scaled LM 12.03069 0.0000
Pesaran CD 6.627160 0.0000
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Dependent Variable: LINF
Method: Pooled Least Squares
Date: 02/19/20 Time: 14:30
Sample: 2000 2018

Included observations: 19
Cross-sections included: 5

Total pool (balanced) observations: 95

Variable Coefficient  Std. Error t-Statistic Prob.

LG 0.529387 0.026610 19.89447 0.0000
R-squared 0.375249 Mean dependent var 1.560982
Adjusted R-squared 0.375249 S.D. dependent var 1.044949
S.E. of regression 0.825940 Akaike info criterion 2.465881
Sum squared resid 64.12461 Schwarz criterion 2.492764
Log likelihood -116.1293 Hannan-Quinn criter. 2.476744
Durbin-Watson stat 0.650470
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Dependent VariableLINF
Method: Pooled Least Squares
Date: 02/19/20 Time: 14:31
Sample: 20002018

Included observations: 19
Cross-sections included: 5

Total pool (balanced) observations: 95

Al S 7 3gd :(-11) Gl

Variable Coefficient  Std. Error t-Statistic Prob.
C -0.283910 0.377205 -0.752669 0.4536
LG 0.610727 0.123408 4.948833 0.0000
Fixed Effects (Cross)
1_--C -0.335919
2 --C -1.021415
3-C 0.492093
4 --C 0.609446
5 --C 0.255796

Effects Specification
Cross-section fixed (dummy variables)
R-squared 0.727459 Mean dependent var 1.560982
Adjusted R-squared 0.712148 S.D. dependent var 1.044949
S.E. of regression 0.560634 Akaike info criterion 1.741578
Sum squared resid 27.97364 Schwarz criterion 1.902876
Log likelihood -76.72498 Hannan-Quinn criter. 1.806755
F-statistic 47.51139 Durbin-Watson stat 1.496354
Prob(F-statistic) 0.000000
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Dependent Variable: LINF

Method: Pooled EGLS (Cross-section random effects)
Date: 02/19/20 Time: 14:34

Sample: 2000 2018

Included observations: 19

Cross-sections included: 5

Total pool (balanced) observations: 95

Swamy and Arora estimator of component variances

) gdadl Sl 7 g3 :(z-11) 3L

Variable Coefficient Std. Error t-Statistic

Prob.

C -0.295149 0.498257 -0.592364
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LG 0.614448 0.117676 5.221501 0.0000
Random Effects (Cross)

1.--C -0.326772
2.-C -0.992397
3.-C 0.482913
4-C 0.593159
5--C 0.243097

Effects Specification

S.D. Rho
Cross-section random 0.770021 0.6536
Idiosyncratic random 0.560634 0.3464
Weighted Statistics
R-squared 0.228583 Mean dependent var 0.257171
Adjusted R-squared 0.220289 S.D. dependent var 0.631522
S.E. of regression 0.557642 Sum squared resid 28.91972
F-statistic 27.55742 Durbin-Watson stat 1.447652

Prob(F-statistic) 0.000001
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Residual Cross-Section Dependence Test

Null hypothesis: No cross-section dependence (correlation)
Pool: X

Periods included: 19

Cross-sections included: 5

Total panel observations: 95

Note: non-zero cross-section means detected in data

Cross-section means were removed during computation of correlations

Test Statistic df. Prob.

Breusch—Pagan LM 9.757756 10 0.4620
Pesaran scaled LM -0.054167 0.9568
Pesaran CD 1.764793 0.0776
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