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Abstract: This paper aims to examine the relationship between public spending and economic
growth in Algeria during the period (1970-2011), using the methodology of the cointegration test,
error correction model, The results of the study show the existence of a relationship between
public spending and economic growth in Algeria in the long run, this with a causal relationship is
one of public spending to economic growth.

Key words : public spending, economic growth, cointegration, error correction model.
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Null Hypothesis: Obs F-Statistic Prob.
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Unrestricted Cointegration Rank Test (Trace)
Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.279741 13.13212 12.32090 0.0365
At most 1 0.008540 0.334507 4.129906 0.6255
Trace test indicates 1 cointegrating eqn(s) at the 0.05 level
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Variance Decomposition of LMPIB:

Period S.E. LMPIB LMNG
1 0.031350 100.0000 0.000000
2 0.036497 99.70935 0.290850
3 0.040133 99.40848 0.591515
4 0.042346 97.73985 2260150
5 0.044225 94.33275 5.667249
G 0.045038 80.58698 1041302
¥ 0.047921 84.05937 15.94063
8 0.049890 78.29258 21.70742
9 0.051924 7267522 27.32478
10 0.053986 67 43735 3256265
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