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Abstract---This study aims to examine the role of rationalising public expenditure in 
reducing the state's public budget deficit, focusing on Algeria during the period 1990–
2019. To investigate this issue, this research discusses the theoretical aspects of the public 
budget deficit and the rationalisation of public expenditure before turning to the role that 
expenditure rationalisation plays in limiting the public budget deficit. The study 
concludes that Algeria's public budget recorded a persistent deficit throughout the period 
under review due to the inability of public revenues to keep pace with rising public 
expenditure. 
 
Keywords---Public budget; public budget deficit; rationalisation of public expenditure; 
Algerian economy. 

 
 
Introduction  
 
The structural imbalances that affected the Algerian economy in the late 1980s led Algeria to undertake 
a series of economic reforms. At the beginning of the 1990s, Algeria entered negotiations with the 
International Monetary Fund and the World Bank for Reconstruction and Development to obtain the 
financing needed to restore macroeconomic equilibrium, particularly in the public budget, as Algeria 
was suffering a deficit. Consequently, contractionary measures have been adopted to address the public 
budget deficit. 
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At the beginning of 2000, and as a result of the financial windfall generated by rising oil prices in 
international markets, Algeria pursued an expansionary spending policy from 2000--2014. In mid-2014, 
oil prices declined, worsening the public budget deficit and prompting the government to seek 
mechanisms to reduce it with minimal harm. Here, the importance of rationalising public expenditure 
emerges as a mechanism for reducing the public budget deficit. 
 
Research Problem 
Therefore, the research problem involves the following question: 
How does the mechanism of rationalising public expenditure contribute to reducing the state's public 
budget deficit in Algeria during the period 1990–2019? 
To answer this problem, we draw on the following subsidiary questions: 

➢ What are the causes of the public budget deficit in Algeria? 

➢ What spending policy has been pursued, and what are the motives for rationalising it? 

➢ What mechanisms have been adopted to address Algeria's public budget deficit? 

➢ To what extent can the rationalisation of public expenditure contribute to reducing the public 
budget deficit in Algeria? 
 

Research Hypotheses 
To answer the research problem, along with the subsidiary questions raised, we propose the following 
hypotheses, which serve as a starting point for addressing the topic: 

➢ The causes of Algeria's public budget deficit stem from rising public expenditure and declining 
public revenues. 

➢ One reason for the rise in public expenditure in Algeria is the adoption of an expansionary 
fiscal policy. 

➢ Rationalising public expenditure is one of the mechanisms that Algeria has employed to 
address the public budget deficit. 

➢ Both the rationalisation of operating expenditures and capital expenditures contribute to 
reducing the public budget deficit. 
 

Research Objectives 
This research aims to do the following: 

➢ Identifying the nature of the public budget deficit in Algeria. 

➢ The significance of rationalising public expenditure and its role in addressing the state's public 
budget deficit is highlighted by examining Algeria's experience from 1990--2019. 

➢ Determine the measures and mechanisms adopted by Algeria to rationalise public expenditure 
and address the public budget deficit. 

➢ Assess the effectiveness of rationalising public expenditure in reducing the public budget 
deficit. 
 

Methodology 
To conduct this research, the descriptive–analytical method was employed to examine the theoretical 
aspects of the public budget deficit and the rationalisation of public expenditure and to analyse data to 
reach conclusions. The statistical method was also used to carry out an econometric test of the role of 
rationalising public expenditure in reducing the public budget deficit in Algeria. 
 
Section One: The Nature of the Public Budget Deficit 
First: Definition of the Public Budget Deficit 
There are numerous definitions of the public budget deficit. It is defined as: 
"the situation in which public expenditure exceeds public revenues, whereby public revenues are unable 
to cover expenditure. "1 

 
1 Abd al-Ḥamīd ʿAbd al-Muṭṭalib, Economic Policies at the National Economy Level, Nile Arab Group, Cairo, Egypt, 2003, p. 77. 
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The budget deficit is also defined as “the shortfall of the State’s estimated public revenues in meeting 
estimated expenditure.”2 
It is further described as “a reflection of the inability of public revenues to cover public expenditure, 
that is, an increase in public expenditure over public revenues.”3 
On the basis of the above definitions, the public budget deficit may be defined as follows: 
"a reflection of the inability of public revenues to cover public expenditure, that is, an increase in public 
expenditure over public revenues." 
 
Second: Types of Public Budget Deficit 
The public budget deficit takes various forms and types, the most important of which are as follows: 
1. Current Deficit 
The current deficit reflects the net resource requirements of the government sector that must be 
financed through borrowing. This type of deficit is measured by the overall difference between total 
categories of expenditure and public revenues for all government bodies, minus government 
expenditure allocated to servicing accumulated debt from previous years. In other words, it is the 
difference between current public expenditure and current public revenues.4 
2. Overall Deficit 
Additionally, the traditional or gross deficit is defined as "the difference between total government cash 
expenditures, including interest paid on public debt while excluding amortisation payments on 
government debt, and total government cash receipts tax and nontax plus grants, with loan proceeds 
excluded. The aim of measuring this deficit is to provide policymakers with an indication of the 
additional resources the government must borrow from the domestic or foreign private sector, or from 
the central bank.”5 
3. Operational Deficits 
Additionally, known as the inflation-adjusted deficit, it measures the deficit under inflationary 
conditions. In this case, the deficit represents the state's borrowing requirements minus the portion paid 
as interest to compensate creditors for the loss incurred due to inflation. This portion is referred to as 
the inflationary monetary correction.6 
4. Structural Deficits 
A structural deficit occurs when public revenues fail to cover public expenditures continuously, 
resulting in a permanent deficit. The reason for this lies in the imbalance of the state's financial system, 
arising from the increase in public expenditure at a rate exceeding the capacity of the national economy 
in all its sources, that is, the ability of national income to bear public burdens in various forms. This, in 
general, indicates a flaw or imbalance in the economic structure, as public expenditure may not be 
sufficiently productive.7 
5. Primary Deficit 
This type of deficit is known as the deficit excluding interest payments, as it excludes all interest 
appropriations. The purpose of this measure is to identify the improvement or deterioration of 
government indebtedness resulting from the current budget policy. However, a key criticism of this 

 
2  Ḥusayn Rātib Yūsuf Rayyān, Budget Deficit and Its Treatment in Islamic Jurisprudence, Dār al-Nafāʾis for Publishing and Distribution, 

Jordan, 1999, p. 92. 
3  Sālim ʿAbd al-Ḥusayn Sālim, “The Public Budget Deficit and Visions and Policies for Its Treatment with Reference to Iraq 

2003–2012,” Journal of Economic and Administrative Sciences, University of Baghdad, vol. 18, no. 68, p. 295. 
4  Khadīja al-Aʿsar, Economics of Public Finance, Dār al-Kutub al-Miṣriyya, Cairo, Egypt, 2016, p. 249. 
5  Kerdoudi Ṣabrina, Financing the State’s Public Budget Deficit in the Islamic Economy: A Comparative Analytical Study, Dār al-Khaldūniyya 

for Publishing and Distribution, Algeria, 2007, p. 135. 
6  Naṣir Boudjalal and Kamāl Dīb, “Quantitative Easing as a Mechanism for Financing the State’s Public Budget Deficit: The 

Case of Algeria,” Journal of Economic, Management, and Commercial Sciences, M’sila, vol. 12, no. 1, 2019, p. 247. 
7  Amḥammad ibn al-Bār and Ṣalāḥ al-Dīn Sharīṭ, “Analysis of the Development of the Structure of the Public Budget in Algeria 

during the Period 2000–2016,” Journal of Financial and Accounting Studies, University of Shaheed Hamma Lakhdar, El Oued, vol. 
7, no. 01, 2017, p. 227. 
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concept is its exclusion of a significant component of the deficit in developing countries, namely, 
interest due to external debt, which has become a significant burden on these states.8 
 
Section Two: The Nature of Rationalising Public Expenditure 
The evolution of the State's role in economic life has led to an increase in public expenditure and to the 
inability of public revenues to keep pace with it. This has resulted in the emergence of the concept of 
rationalising public expenditure. 
 
The Concept of Rationalising Public Expenditure 
 
First: Definition of Rationalising Public Expenditure 
Rationalising public expenditure is defined as "the effort to increase the effectiveness of expenditure to 
the extent that enhances the national economy's ability to finance and meet its internal and external 
obligations, while eliminating sources of waste and extravagance to the lowest possible level. Hence, 
rationalising public expenditure does not mean compressing it; rather, it aims to achieve the highest 
possible public productivity at the lowest level of expenditure. "9 
On the basis of the preceding definitions, rationalising public expenditure may be defined as the 
commitment to allocating resources effectively and using them efficiently to achieve the maximum 
public benefit at the lowest cost, thereby increasing the return on public expenditure. 
 
Second: Objectives of Rationalising Public Expenditure 
Rationalising public expenditure aims to achieve the following:10 
a. Enhancing economic efficiency in the use of available resources and capacities in a manner that 
increases the quantity and quality of outputs at the same level of inputs or reduces inputs while 
maintaining the same level of outputs. 
b. Improving existing production methods, developing administrative and supervisory systems, 
introducing technical techniques, and examining motivations and trends. 
c. Reducing the budget deficit and narrowing the gap between available revenues and required 
expenditures; helping to control inflation and indebtedness; and contributing to the strengthening, 
replacement, and renewal of infrastructure projects. 
d. Conducting a structural review of expenditures by reducing the type and volume of expenditures that 
do not achieve significant returns. 
e. Advancing the process of development and overcoming the economic and social challenges faced by 
the State. 
f. Combating waste, extravagance, and all forms of misuse of authority and public funds. 
g. Preparing for all financial conditions, favourable, stable, complex, and volatile, both domestically and 
globally. 
h. Preserving the balance between population and resources across short-, medium-, and long-term 
time horizons. 
i. Avoiding the risks and consequences of current indebtedness, particularly since many developing 
countries suffer from difficulties in repaying their debts, which in many cases resulted from past 
excesses. 
j. Helping strengthen national capacities for relative self-sufficiency in the long term, thereby 
safeguarding society from the risks of economic and political dependence and other related 
vulnerabilities. 

 
8  Bīṣār Abd al-Muṭṭalib and Farḥāt Abbās, “The Problem of the Budget Deficit in Algeria and the Proposed Solutions: A 

Comparative Study for the Years 2014–2018,” The Economic Researcher Journal, University of 20 August 1956, Skikda, vol. 7, no. 
03, 2019, p. 435. 

9  Muḥammad ʿAbd al-Munʿim ʿAfr and Aḥmad Farīd Muṣṭafā, Formal and Islamic Public Finance: Between Theory and Application, 
Shihāb University Foundation, Cairo, Egypt, 1999, p. 72. 

10  Qīmtī ʿAfāf and Ḥafāy ʿAbd al-Qādir, “Modern Approaches to Rationalising Public Expenditure Policy in Algeria during the 
Period (2001–2017),” Journal of Economic Studies, University of Ziane Achour, Djelfa, vol. 12, no. 35, 2018, p. 378. 
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k. Achieving harmony between religious variables and the social values of Arab and Islamic societies, 
on the one hand, and economic behaviour within these societies, on the other hand. 
 
An Econometric Study of the Effect of Public Expenditure on Budget Balance from 1990–2019 
In this section, we employ econometric tools to examine the effect of public expenditure, in both its 
components, on Algeria's budget balance over the period from 1990--2019. 
A Study of Time Series Stationarity 
The augmented Dickey–Fuller (ADF) unit root test was used, as this test is based on estimating the 
following models:11 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The results of estimating the models are presented in the following table: 
 

Table (01): Results of the Augmented Dickey–Fuller Unit Root Test 
 

Models Lag 
Length 

Parameter 
Significance 

ADF_cal ADF_tab 
1% 

ADF_tab 
5% 

ADF_tab 
10% 

Decision 

SB – 
Model 3 

4 b not 
significant 

– – – – Estimate 
Model 2 

SB – 
Model 2 

1 c not 
significant 

– – – – Estimate 
Model 1 

SB – 
Model 1 

1 – -0.76 -2.64 -1.95 -1.61 Nonstationary 
(DS) 

DF – 
Model 3 

1 b not 
significant 

– – – – Estimate 
Model 2 

DF – 
Model 2 

1 c not 
significant 

– – – – Estimate 
Model 1 

DF – 
Model 1 

1 – 2.20 -2.64 -1.95 -1.61 Nonstationary 
(DS) 

DE – 
Model 3 

1 b significant -2.38 -4.30 -3.57 -3.22 Nonstationary 
(DS) 

Source: Prepared by the student based on Appendix No. 01. 
 
From Table (01), it is evident that the time series are nonstationary, as the calculated ADF values 
exceed the tabulated values at all significance levels (1%, 5%, and 10%). This leads to acceptance of the 
null hypothesis, which states that a unit root is present. Accordingly, we proceed by taking first 
differences of the time series and rerunning the test. The results are shown in the following table: 

 
11 Régis Bourbonnais, Économétrie, 5th ed., Dunod, Paris, 2003, p. 234. 

 ∆𝐘𝐭 = 𝛌𝐘𝐭−𝟏 − ∑ ∅𝐣

𝐩

𝐣=𝟐

∆𝐘𝟏−𝐣+𝟏 + 𝛍𝐭 … … … . . 𝟏 

 ∆𝐘𝐭 = 𝛌𝐘𝐭−𝟏 − ∑ ∅𝐣

𝐩

𝐣=𝟐

∆𝐘𝟏−𝐣+𝟏 + 𝐜 + 𝛍𝐭 … … … . . 𝟐 

 ∆𝐘𝐭 = 𝛌𝐘𝐭−𝟏 − ∑ ∅𝐣

𝐩

𝐣=𝟐

∆𝐘𝟏−𝐣+𝟏 + 𝐜 + 𝐛𝐭 + 𝛍𝐭 … … … . . 𝟑 
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Table (02): Results of the Augmented Dickey–Fuller (ADF) Test for First Differences 
 

Models Lag 
Length 

Parameter 
Significance 

ADF_cal ADF_tab 
1% 

ADF_tab 
5% 

ADF_tab 
10% 

Decision 

SB – 
Model 3 

1 b not 
significant 

– – – – Estimate 
Model 2 

SB – 
Model 2 

1 c not 
significant 

– – – – Estimate 
Model 1 

SB – 
Model 1 

1 – -5.25 -2.65 -1.95 -1.61 Stationary 

DF – 
Model 3 

1 b not 
significant 

– – – – Estimate 
Model 2 

DF – 
Model 2 

1 c significant -4.58 -3.68 -2.97 -2.62 Stationary 

DE – 
Model 3 

1 b not 
significant 

– – – – Estimate 
Model 2 

DE – 
Model 2 

1 c not 
significant 

– – – – Estimate 
Model 1 

DE – 
Model 1 

1 – -10.71 -2.65 -1.95 -1.61 Stationary 

Source: Prepared by the researcher based on Appendix No. 2. 
 
From Table (02), we find that the time series are stationary, as the calculated ADF values are lower than 
the tabulated values at all significance levels (1%, 5%, and 10%). This leads to rejection of the null 
hypothesis and acceptance of the alternative hypothesis, which states that no unit root is present. 
Accordingly, the time series are stationary and therefore integrated of the first order. 
 
Study of the Effect of Operating Expenditure on Budget Balance 
In this section, the effect of operating expenditures on the budget balance is examined by following 
appropriate econometric steps, including testing for cointegration between the two variables and using a 
simple linear regression model. 
 
First: Study of the Cointegration Relationship 
To assess the effect of operating expenditures on the budget balance, the analysis begins with a 
cointegration test since the two series are of the same order of integration. The purpose is to determine 
whether there is a risk of spurious regression. The Johansen test was used for this purpose, and the 
results are presented in the following table: 
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Table (03): Results of the Johansen Cointegration Test 
 

 
 
Table 03 shows the results of the cointegration test. The Johansen test consists of two subtests, the 
trace test and the maximum eigenvalue test. Both tests indicate the absence of cointegration, as all p 
values exceed 0.05. Accordingly, no cointegration relationship exists. 
 
Second: Studying the Effect via the Simple Linear Regression Model 
Since no cointegration relationship exists between operating expenditures and the budget balance, a 
simple linear regression model is used to examine the effect of operating expenditures on the budget 
balance. The model takes the following form: 

 
 
An AR(1) term was added to the estimated model to improve performance and eliminate 
autocorrelation in the residuals. The results are presented below. 
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Table (04): Results of Estimating the Simple Linear Regression Model 
 

 
 
Table (04) shows that the model takes the following form: 

𝑆𝐵𝑡 = 399280 − 0.5752 ∗  𝐷𝐹𝑡 + 𝑒𝑡 … … 1 
 
Evaluation of the Statistical Quality of the Estimated Model: 
From the previous results, we find that the operating expenditure parameter is statistically significant at 
the 5 percent level, as the p value of the t test is 0.01000, which is less than 0.05. Accordingly, we reject 
the null hypothesis and accept the alternative hypothesis, indicating that operating expenditure is 
statistically significant. The Fisher value (66.5) further shows that the model as a whole is statistically 
significant at the 5 percent level. The coefficient of determination indicates that the model explains the 
data well, with a value of 0.88. To assess the soundness and quality of the model, the following tests are 
conducted: 
– Test of the Absence of Autocorrelation in Errors: 
The Durbin–Watson test can be used to determine whether the errors exhibit autocorrelation. The 
estimation table shows that the value (DW = 1.69) lies within the range of the null hypothesis (1.244–
2.756). Consequently, the model is free of autocorrelation in the residual series. 
– Test of residual stationarity: 
The autocorrelation and partial autocorrelation tests were used to determine whether the residuals 
represented white noise. The results are presented in the following table: 
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Table (05): Results of the residual stationarity test 
 

 
Source: Prepared by the student on the basis of EVIEWS 9 output. 

 
Table (05) shows that (Q(16) = 8.20) with a probability of 0.91, meaning that the calculated (Q) statistic 
is smaller than the tabulated (Q) statistic, which equals 31.41 at 16 degrees of freedom and a 0.05 
confidence level. Accordingly, we accept the null hypothesis, indicating that the residuals are stationary 
and represent white noise. 
– Test of the normal distribution of residuals: 
To determine whether the residuals follow a normal distribution, the Jarque–Bera test was used, and the 
results are shown in the following figure: 
 

 
Figure (01): Test of the normal distribution of residuals 
Source: Prepared by the student on the basis of EVIEWS 9 output. 
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From the previous test, we find the following: 

𝑱𝑩 = 𝟎. 𝟗𝟑 < 𝝌𝟎.𝟎𝟓
𝟐 (𝟐) = 𝟓. 𝟗𝟗 

– Test of Homoscedasticity: 
To determine whether the variance of the residuals is constant, that is, whether no relationship exists 
between the residuals and the independent variable, the ARCH test is applied. The results are presented 
in the following table: 
 

Table (06): Results of the ARCH Homoscedasticity Test 
 

 
Source: Prepared by the student on the basis of EVIEWS 9 output. 

 
Table (06) shows that the p value of the test reached 0.000949, with a probability value of 0.97, which is 
greater than 0.05. Accordingly, we accept the null hypothesis that the residuals exhibit constant 
variance. 
 
Third: Interpretation of the Estimated Model 
The previous tests show that the model is statistically sound; therefore, it may be relied upon for 
economic interpretation. The estimated model took the following form: 

 
From the above equation, we find an inverse relationship between operating expenditures and the 
public budget balance: a 1% decrease in operating expenditures increases the budget balance by 0.57%. 
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Study of the Effect of Capital Expenditure on Budget Balance 
In this section, the effect of capital expenditure on the budget balance is examined by following 
appropriate econometric steps, including testing for cointegration between the two variables and using a 
simple linear regression model. 
 
First: Study of the Cointegration Relationship 
To assess the effect of capital expenditure on the budget balance, the analysis begins with a 
cointegration test since the two series are of the same order of integration. The purpose is to determine 
whether there is a risk of spurious regression. The Johansen test was used for this purpose, and the 
results are presented in the following table: 
 

Table (07): Results of the Johansen Cointegration Test 
 

 
Source: Prepared by the student on the basis of EVIEWS 9 output. 

 
Table 7 presents the results of the cointegration test. The Johansen test consists of two subtests: the 
trace test and the maximum eigenvalue test. Both tests indicate that no cointegration relationship exists, 
as all probability values are greater than 0.05. Accordingly, no cointegration relationship is present. 
 
Second: Studying the Effect via the Simple Linear Regression Model 
Since no cointegration relationship exists between capital expenditure and the budget balance, a simple 
linear regression model is used to examine the effect of capital expenditure on the budget balance. 
The model takes the following form: 
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An AR(1) term was added to the estimated model to improve it and eliminate autocorrelation in the 
errors. The result is as follows: 
 

Table (08): Results of Estimating the Simple Linear Regression Model 
 

 
Source: Prepared by the student on the basis of EVIEWS 9 output. 

 
Table (08) shows that the model takes the following form: 
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Evaluation of the Statistical Quality of the Estimated Model: 
From the previous results, we find that the capital expenditure parameter is statistically significant at the 
5 percent level, as the p value of the t test equals 0.05000, which is less than 0.05. Accordingly, we reject 
the null hypothesis and accept the alternative hypothesis, indicating that capital expenditure is 
statistically significant. The Fisher value (67.83) also shows that the model as a whole is statistically 
significant at the 5 percent level. The coefficient of determination indicates that the model explains the 
data well, with a value of 0.88. To assess the validity and quality of the model, the following tests are 
applied: 
– Test of the Absence of Autocorrelation in Errors: 
The Durbin–Watson test may be used to determine whether the errors exhibit autocorrelation. The 
estimation table shows that the value (DW = 1.35) lies within the range of the null hypothesis (1.244–
2.756). Therefore, the model is free of autocorrelation in the residual series. 
– Test of residual stationarity: 
The autocorrelation and partial autocorrelation tests were used to determine whether the residuals 
represented white noise. The results are presented in the following table: 
 

Table (09): Results of the residual stationarity test 
 

 
 
From Table (09), we find that Q(16) = 13.98 with a probability of 0.52, meaning that the calculated (Q) 
statistic is smaller than the tabulated (Q) value, which equals 31.41 at 16 degrees of freedom and a 0.05 
confidence level. Accordingly, we accept the null hypothesis, indicating that the residuals are stationary 
and represent white noise. 
– Test of the normal distribution of residuals: 
To determine whether the residuals follow a normal distribution, the Jarque–Bera test was used, and the 
results of the test are shown in the following figure: 
From the previous test, we find the following: 
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Figure (02): Test of the normal distribution of residuals 
Source: Prepared by the student on the basis of EVIEWS 9 output. 

 
– Test of Homoscedasticity: 
To determine whether the variance of the residuals is constant, that is, whether no relationship exists 
between the residuals and the independent variable, the ARCH test is applied. The results are shown in 
the following table: 
 

Table (10): Results of the ARCH Homoscedasticity Test 
 

 
Source: Prepared by the student on the basis of EVIEWS 9 output. 

 
Table (10) shows that the test statistic reached 2.246, with a p value of 0.0985, which is greater than 
0.05. Accordingly, we accept the null hypothesis, indicating that the residuals exhibit constant variance. 
 
Third: Interpretation of the Estimated Model 
The previous tests show that the model is statistically sound; therefore, it may be relied upon for 
economic interpretation. The estimated model took the following form: 

𝑆𝐵𝑡 = 355949.1 − 0.9339 ∗  𝐷𝐹𝑡 + 𝑒𝑡 … … 
From the above equation, we find an inverse relationship between capital expenditure and the public 
budget balance: a 1% decrease in capital expenditure increases the budget balance by 0.93%. 
The public budget deficit is one of the most prominent economic problems faced by countries 
worldwide, both developed and developing. It grows and worsens for various reasons, some stemming 
from rising public expenditure and others from declining public revenues. This leads to the search for 
mechanisms to address the public budget deficit; rationalising public expenditure is one of the most 
effective means of limiting it. For this mechanism to succeed, it must be accompanied by several 
factors, the most important of which are clearly defined objectives, the identification of priorities, and 
strengthened oversight. 
 
– Results of Hypothesis Testing: 
Through our examination of this topic, we reached the following conclusions regarding the testing of 
the hypotheses: 
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❖ First Hypothesis: 

❖ The hypothesis stating that the causes of the public budget deficit stem from increasing public 
expenditure and declining public revenues is correct. 

❖ Second Hypothesis: 

❖ The hypothesis that the rise in public expenditure in Algeria is due to the adoption of an 
expansionary fiscal policy is confirmed. During the third millennium, oil prices rose in 
international markets, and Algeria pursued an expansionary fiscal policy, which led to an 
increase in public expenditure, both operating and capital (investment), thereby confirming the 
validity of this hypothesis. 

❖ Third Hypothesis: 

❖ The hypothesis that rationalising public expenditure is one of the mechanisms that Algeria 
uses to address the public budget deficit is correct. The oil crisis of mid-2014 exacerbated the 
public budget deficit, prompting the government in 2016 to undertake a series of measures to 
rationalise public expenditure and reduce the deficit, thus confirming the hypothesis. 

❖ Fourth Hypothesis: 

❖ The hypothesis that rationalising both operating and capital expenditures helps address the 
public budget deficit is validated. The econometric study revealed that rationalising public 
expenditure, particularly capital expenditure, reduces the public budget deficit, confirming the 
hypothesis. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

4501 

List of Appendices: 
 
Appendix No. 01: Results of the Augmented Dickey–Fuller Unit Root Test 
 

 



         4502 

 



 

 

4503 

 



         4504 

 



 

 

4505 

 



         4506 

 



 

 

4507 

 
Appendix No. 02: Results of the Augmented Dickey–Fuller (ADF) Test for First Differences 



         4508 

 



 

 

4509 

 



         4510 

 



 

 

4511 

 



         4512 

 



 

 

4513 

 



         4514 

 
 


