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Abstract: This study aimed to measure the impact of government spending on economic
growth in Algeria during the period between 1997-2021. The inductive approach was
followed in the theoretical aspect, while in the applied aspect the quantitative approach was
followed by using the autoregressive distributed Lag (ARDL). Among the most important
findings of this study is that there is a direct relationship between government spending and
economic growth so that whenever government spending increases by one unit, it contributes
to an increase in economic growth by 0.184377 units in the long term and this is consistent
with the Keynesian economic theory, and there is also a relationship Direct ratio between
capital formation and economic growth and An increase in capital by one unit leads to an
increase in economic growth by 0.502646 units.
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Dependent Variable: LPIB

Method: ARDL

Date: 10/06/22 Time: 21:09

Sample (adjusted): 2001 2021

Included observations: 21 after adjustments
Maximum dependent lags: 5 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (3 lags, automatic): LGS LGCF
Fixed regressors: C

Number of models evalulated: 80

Selected Model: ARDL(4, 1, 0)

Note: final equation sample is larger than selection sample

Variable Coefficient Std. Error t-Statistic Prob.*

LPIB(-1) 0.540413 0.266684 2.026414 0.0637
LPIB(-2) 0.204256 0.589284 0.346617 0.7344
LPIB(-3) 0.313672 0.501564 0.625387 0.5425
LPIB(-4) -0.262451 0.430399 -0.609786 0.5525
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LGS -0.101184 0.066833 -1.513993 0.1540

LGS(-1) 0.138818 0.046132 3.009140 0.0101

LGCF 0.102596 0.050554 2.029426 0.0634

C 4.785030 1.194282 4.006618 0.0015

R-squared 0.994845 Mean dependent var 25.68448

Adjusted R-squared 0.992069 S.D. dependent var 0.178739

S.E. of regression 0.015917 Akaike info criterion -5.160465

Sum squared resid 0.003294 Schwarz criterion -4.762552

Log likelihood 62.18489 Hannan-Quinn criter. -5.074108

F-statistic 358.4066 Durbin-Watson stat 1.827273
Prob(F-statistic) 0.000000

*Note: p-values and any subsequent tests do not account for model
selection.
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Series: Residuals
5 Sample 2001 2021
Observations 21
4 Mean 1.48e-15
Median 0.001940
3| Maximum 0.025049
Minimum -0.026576
) Std. Dev. 0.012833
T Skewness -0.285127
Kurtosis 2.580715
1
Jarque-Bera  0.438365
0 N Probability 0.803175
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Breusch-Godfrey Serial Correlation LM Test

F-statistic

0.795617

Prob. F2.11)

0.4756

Obs R -squared

2.653904

Prob.Ch-Square(2)

0.2653
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Heteroskedasticity Test: ARCH

F-statistic 1.356390 Prob. F(1.18) 0.2594

Obs R —squared 1.401491 Prob.Ch-Square(2) 0.2365
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Levels Equation

Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
LGS 0.184377 0.198411 0.929272 0.3697
LGCF 0.502646 0.158000 3.181298 0.0072
(o 23.44329 0.535679 43.76374 0.0000

EC = LPIB - (0.1844*LGS + 0.5026*LGCF + 23.4433)
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ARDL Error Correction Regression
Dependent Variable: D(LPIB)

Selected Model: ARDL(4, 1, 0)

Case 2: Restricted Constant and No Trend
Date: 10/06/22 Time: 21:12

Sample: 1997 2021

Included observations: 21

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(LPIB(-1)) -0.255476 0.184109 -1.387633 0.1886
D(LPIB(-2)) -0.051221 0.265998 -0.192560 0.8503
D(LPIB(-3)) 0.262451 0.213775 1.227699 0.2413

D(LGS) -0.101184 0.034119 -2.965603 0.0109
CointEq(-1)* -0.204111 0.039438 -5.175483 0.0002

R-squared 0.712410 Mean dependent var 0.028201
Adjusted R-squared 0.640513 S.D. dependent var 0.023930
S.E. of regression 0.014348 Akaike info criterion -5.446180
Sum squared resid 0.003294 Schwarz criterion -5.197484
Log likelihood 62.18489 Hannan-Quinn criter. -5.392206
Durbin-Watson stat 1.827273

* p-value incompatible with t-Bounds distribution.
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F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) 1(2)
F-statistic 5.440831 10% 2.63 3.35
k 2 5% 3.1 3.87
2.5% 3.55 4.38

1% 4.13 5
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.795617 Prob. F(2,11) 0.4756
Obs*R-squared 2.653904 Prob. Chi-Square(2) 0.2653

Heteroskedasticity Test: ARCH

F-statistic 1.356390 Prob. F(1,18) 0.2594
Obs*R-squared 1.401491 Prob. Chi-Square(1) 0.2365
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