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The objective of this research is to analyze the relationship between the optimum size of
government and economic growth in the period 1990-2021, using a descriptive and
quantitative approach based on the Autoregressive Distributed Lag (ARDL) methodology
and the hypotheses of the "Armey" curve. The results show that Algeria is above the
"Armey" curve, indicating that the high size of the government is impeding economic
growth. Algeria, on the other hand, spends more than is necessary, impeding economic
growth.
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A sl e 6 Shal) Aic
ADF t- ADF t- il il
Result | Prob stat T-cv | Result | Prob stat T-cv

I(1) 0.013 | 4.1889- | 3.5742- no 0.63 | -1.8885 | 3.5683- EMP

I(1) 0.000 | 12.229- | 3.5742- no 0.11 | 3.1510- | 3.5683- FDI

I(1) 0.000 | 10.464- | 3.5742- no 0.75 | 1.6254- | 3.5683- GDP

I(1) 0.000 | 5.6204- | 3.5742- no 0.32 | 2.5131- | 3.5683- EXP

I(1) 0.011 | 4.2395- | 3.5742- no 0.75 | 0.2703 | 1.9524- OlL
Eviews12 galin Ao lalais) cpialdl slas) a1 jdaall
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ARDL gigai J38) : 01 Gale

Dependent Variable: GDP Method: ARDL
Sample (adjusted): 1990 2021
Maximum dependent lags: 3 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (3 lags, automatic): EMP EXP01 EXP02 FDI OIL
Selected Model: ARDL(3,0,2,1,3,1)
Variable Coefficient | Std. Error t-Statistic | Prob.*
GDP(-1) 0.399031 0.217002 1.838839 0.0889
GDP(-2) 0.113407 0.118003 0.961052 0.3541
GDP(-3) 0.209975 0.079763 2.632472 0.0207
EMP -11.90785 10.68876 | -1.114054 0.2854
EXP01 160.8953 122.4255 1.314230 0.2115
EXPO1(-1) 121.5230 120.0816 1.012004 0.3300
EXP01(-2) -19.58783 0.134064 | -2.144481 0.0515
EXP02 -2.503458 1.685592 | -1.485210 0.1613
EXP02(-1) -1.940800 1.690677 | -1.147942 0.2717
FDI -47.33127 76.87444 | -0.615696 0.5487
FDI(-1) -17.84420 68.39748 | -0.260890 0.7983
FDI(-2) 50.65314 61.33488 0.825846 0.4238
FDI(-3) 135.8600 70.84807 1.917624 0.0774
OIL 24.09037 2.429582 9.915437 0.0000
OIL(-1) -6.780747 6.819229 | -0.994357 0.3382
C -3449.015 2498.482 | -1.380444 0.1907
R-squared 0.996267 Mean dependent var 3273.781
Adjusted R? 0.991959 S.D. dependent var 1428.399
S.E. of regression | 128.0879 Akaike info criterion 12.84441
Sum squared 213284.7 Schwarz criterion 13.59878
resid
Log likelihood -170.2440 Hannan-Quinn criter. 13.08067
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| F-statistic

| 231.2730 |

Durbin-Watson stat

| 2.005212 |

Eviews12 GAL':J.; Sle laldie) cialll slac) (e 1 jlaal)

Results of Cointegration Test  Ja¥) Jajh Jalsil) jLad) gilii ; 02 ale

F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) 1(1)
Asymptotic: n=1000
F-statistic 459367 | 10% 2.08 3
7
Kk 5 5% 2.39 3.38
2.5% 2.7 3.73
1% 3.06 4.15

Eviews12 gl » e laldie) oialill slac) (e 3 jiaal)

Levels Equation

Case 2: Restricted Constant and No Trend

Variable Coefficient | Std. Error t-Statistic Prob.
EMP -42.89782 | 28.00997 -1.531520 0.1496
EXPO1 946.8419 868.9932 1.089585 0.2957
EXP02 -16.01036 | 14.13390 -1.132763 0.2778
FDI 437.1167 442.3176 0.988242 0.3411
OIL 62.35760 21.14345 2.949264 0.0113
C -12425.01 | 13659.53 -0.909622 0.3796

Eviews12 Y Sle laldie) cdialll slac) (e 1 iaal)

dual y21) Jaa ARDL gsail Jial) il da 0 04 ale
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Eviews12 G.AL'U.; e aldie) cialll slac) e 1 jlaal)

CUSUM of Squares s CUSUM — duaidal) <l JLidy) ; 04 Gale

Estimated Long Run Coefficients using the ARDL Approach Ja¥) alshll cilalea JLSa) : 03 G@ala
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