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Abstract:

The aim of this study is to study the relationship between the size of
government expenditure and unemployment in Algeria during the period 1990~

2015 during the short and long term

Using the error correction model methodology, which is an important model
in the field of standard modelingTwo variables have been used: unemployment
rates and government spending , The study showed that there is a short-term and
long-term balance between government expenditure and unemployment rates.
This relationship works to adjust the short-term deviations in the long run for a

period of one year and two months to bring unemployment rates back to their
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equilibrium and natural values, Another important result is that the decline in

unemployment in Algeria is more formal than real.

Keywords: unemployment, government spending, error correction model.
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Variable Coefficient Std. Error t-Statistic Prob.
Ect(-1) 0.8441- 0.13844 -6.09780 00.000
C 0.2663 0.007788 34.1934 00.000
Dep 3.963 2.213293 -11.44683 00.000
R-squared 0.9044 F-statistic 104.1605
Durbin-Watson stat 1.8217 Prob(F-statistic) 0.000000
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Breusch-Godfrey Serial Correlation LM test (LL=2( Statistic =0.1088 (0.8974)
Jarque-Bera normality test ( JB( Statistic = 1.4510 (0.4840)
Autoregressive Conditional Heteroscedasticity in the residuals.Awhite -statistic=2.0727 (0.113)
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