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Effect of State intervention by public expenditure on economic growth
in Algeria over the period 1980-2018: Evaluation test following the
Scully approach.

Abstract This study aims to analyze the relationship between public spending and
GDP in Algeria over the period 1980-2018 using the (VAR ) model. The objective
1s to test if there 1s a relationship following Scully's approach between the volume
of state intervention through public spending and GDP, and whether there is an
optimal rate of public spending that stimulates GDP. In theory, the optimal ratio of
public spending and its relation to economic growth are related to the Scully
approach, which illustrate the role of the state in the economic process. The main
idea behind this approach is that there is a positive linear relationship between
public spending and GDP at some optimal level and then beyond this level, public
spending has a negative relationship. Among our findings is that the optimal ratio
in Algeria is approximately 17,5 %.

Keywords : Public spending, Economic Growth, VAR Model, Scully Approach.
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