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Abstract

This study aimed to identify the causal relationship between foreign direct investment
and government spending, both capital and current in the short and long term in Algeria
during the period 1970-2011. To achieve this goal has been to use the program Statistical
EVIEWS 07 examining the stability (Stationarity) time series for each variable using the unit
root test (Unit Root Test). The study found, and using each of the test cointegration to the
variables of the model (Cointegration Test) and mechanism error correction (Error Correction
Mechanism).

that there is no long-term equilibrium relationship between foreign direct investment
and all of the current expenditure and spending capital. He also confirmed the causality test
the concept Grnger the absence of a short-term relationship between foreign investment and
the rest of government spendin variables.

Key words: foreign direct investment, government spending, capital spending, current
expenditure, the cointegration
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