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Abstract:

This study aims to test the type and direction of the causal relationship between
government spending and economic growth in Algeria for the period 1970-2020,
according to Wagner's law and Keynesian theory. In this study, we used the
cointegration technique, the error correction model, and Granger causality..

The study results concluded that the Algerian economy supports Wagner's Law,
and is consistent with the Keynesian hypothesis, which holds the opposite.

Keywords: Government spending; economic growth; Wagner's Law Keynesian
theory.
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(P.V) (t) (S.E)
0.0017 -3.232598 0.089272 -0.288580 CointEq1l
0.5776 -0.558996 0.162064 -0.090593 D(DPT(-1))
0.0007 -3.508203 0.138805 -0.486956 D(DT(-2))
0.5154 0.653063 0.084609 0.055255 D(GDP(-1))
0.8067 -0.245449 0.079783 -0.019583 D(GDP(-2))
0.0001 4023215 74.73671 300.6819 C
R?*=0.60 | RZ=0.56 DW =170 ~ 2
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(P.V) 3 (S.E)
0.0000 -6.261492 0.248900 -1.558487 CointEq1
0.0251 2.278179 0.451854 1.029404 D(DT(—l))
0.7689 -0.294692 0.387004 -0.114047 D(DT(—Z))
0.0001 -4.009324 0.235901 -0.945802 D(GDP(—l))
0.0004 -3.647178 0.222445 -0.811295 D(GDP(—Z))
0.0000 6.957103 208.3744 1449.682 C
R*=0.51 | RZ=10.46 DW =197 =2
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Pairwise Granger Causality Tests
Date: 07/27/25 Time: 18:06

Sample: 1970 2023

Lags: 2

Null Hypothesis: Obs F-Statistic  Prob.
DGDP does not Granger Cause DDT 51 11.9181 7.E-05
DDT does not Granger Cause DGDP 472832 0.0136
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