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Abstract :
This study is primarily designed to study the most important determinants and factors

affecting foreign direct investment flow to Algeria. It also stresses the effect of some major
determinants of foreign direct investment attractiveness in Algeria. Using a co integration
technique for a series of data on foreign direct investment , government spending, real GDP,
local investment, trade openness and inflation rate, our results show the lack of any relationship
between foreign direct investment and government spending neither in the short nor in the
long run. however, a mutual causal relationship exists in the short run between direct foreign
investment, real GDP and local investment. A significant long term relationship between real
GDP, trade openness and direct foreign investment is also revealed. Finally, no relationship
between direct foreign investment and the inflation rate was found..

Key-words: direct foreign investment, government spending, real GDP, local investment, trade
openness , inflation rate , cointegration
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