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Abstract: This study aims to measure and analyze the causal relationship between foreign
direct investment (FDI) inflows and selected components of Algeria’s tax policy during the
period 1993-2023, within the framework of the country’s efforts to improve its investment
climate, attract foreign investors, and accumulate foreign capital. The research focuses on three
key variables: corporate income tax, value-added tax (VAT), and incentive laws, and employs
the Toda—Yamamoto methodology to examine causal relationships using time series data.

The findings reveal a long-term causal relationship between FDI and corporate income
tax (with a p-value of 0.0008, below the 5% significance level), while no causal relationship
was found with VAT or incentive laws.

The study recommends revising tax policy to make it more competitive and transparent,
thereby strengthening investor confidence and promoting foreign capital inflows.

Keywords: tax policy, foreign direct investment, Algeria, causality testing.
Jel Classification Codes : E62, F21, O55, C22.
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1 -97.51434 * * 8.704766 * *
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