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Government spending and its impact on the economic welfare index in Algeria
(2000-2021) Using an autoregressive ARDL model
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Abstract: This study came to examine the impact of public spending on the growth rate of
per capita GDP in the Algerian economy during the period (2000-2021).The long-term
equilibrium relationship was estimated between the variables of the study, the final
expenditures of public consumption of the government relative to the gross domestic product
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(Gexp/GDP), oil rents relative to the gross domestic product (Tor/GDP), and the growth rate
of per capita gross domestic product (GDPPC). The inflation rate (INF) as measured by the
consumer price index (CPI) and gross capital formation relative to gross domestic product
(GFCF/GDP). Based on the autoregressive distributed lag (ARDL) co-integration model.

The results confirmed the existence of a stable long-term relationship between the
variables of the study, as a 1% increase in the final expenditures of public consumption of the
government relative to the GDP will lead to a higher growth rate of per capita GDP by 1.36%.
On the other hand, the relationship between the growth rate of per capita GDP and total
capital formation relative to GDP remains negative and significant at a level of 5%, meaning
that a 1% increase in total capital formation relative to GDP This will lead to a decline in the
per capita GDP growth rate of 0.34%.

Accordingly, the state should not neglect the aspect of the economic welfare index, as
achieving it means social happiness and satisfaction for citizens, and therefore security and
safety for the state, so efforts must be combined to achieve this goal.

Keywords: government spending, economic welfare index, Algeria, ARDL.
JEL Classification Cdoes : Q35; F21 ; C22.
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