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Abstract :

The current study examined the effect of government expenditure on
economic growth in Algeria during 1990 — 2014. To achieve this objective,
the study referred to a set of primary tests as Augmented Dickey-Fuller and
Phillips-Perron tests for stationarity, and Granger Causality test, it also
referred to the Vector Autoregressive method in its model’s estimation.
The study concluded that, the government consumption spending has a
negative and significant effect on economic growth, just in the short term,
to become this insignificant in the medium and long term, either with
respect to the impact of government investment spending to GDP growth,
it has been shown that has a positive and significant effect on economic
growth only in the short term, to become significant in the medium and
long term. The study recommended that the policy of government spending
followed by the Algerian authorities with the need to rationalize public
expenditure in Algeria.

Keywords: Economic Growth, Government Consumption
Expenditure, Government Investment Expenditure, Vector Auto-
Regression Model.
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0.00000 0.0000 0.000000 0.000000 100.000 1
7.43814 1.8815 8.894251 0.834403 80.9516 2
12.4673 2.0960 7.974977 2.276899 75.1847 3
14.4135 3.6575 7.335865 2.116889 72.4761 4
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14.4503 4.2621 8.267012 2.164372 70.8562 7
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Response to Cholesky One S.D. Innovations = 2 S.E.

Response of RGDPGR to RGDPGR Response of RGDPGR to GL

1 2 3 4 a2 =] 7 8 Q 10 1 2 3 4 5 =] 7 8 k=] 10
Response of RGDPGR to GCONG Response of RGDPGR to GINV
3 3
24 2
1 1
o e o
1 1
2 2
1 2 3 @4 5 & 7 8 k=] 10 1 2 3 4 5 1= 7 8 k=1 10
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