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Abstract:

This study aims to determine the relationship between governance
indicators and foreign direct investment in Algeria during the period (1996-
2000), using the autoregressive distributed lag model (ARDL).

The study concluded that the majority of indicators are statistically
significant basically in the long term. Hence, there is a positive relationship
between government effectiveness, regulatory quality, corruption control on
the foreign direct investment. while the voice and accountability ;the rule of
law had an negative impact in the long term.

In the short term, regulatory quality, the voice and accountability index
affected negatively on foreign direct investment in Algeria, and the rest of
the indicators had no effect.

Keywords : governance, foreign direct investment , ARDL.
JEL classification : 016, G18, C23.
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Breusch-Godfrey =1 :(4) o3y Jgar

Breusch-Godfrey serial correlation LM test

slax S 315 Lyl dSas g ¥ i(Hi) pidd) 2055

0.2292 | Prob F2,8, 1.781145 | F-statistique
0.0394 | Prob Chi-Square2) | 6.470007 | Obs*R-au carré

12 Eviews bz e slaxeVU a-Ul slis) oo 0 jdall

Lol il O ads Ll 2
gl Gstus o 51 asudtl Fstatistique aos of L>d5 ARCH L) M
DAl Z3sadl & gl Tl a5 ol e ey gl el 24 LB L e (0,05
heteroskedasticity =1 :(5) o3y Jgur

heteroskedasticity test : ARCH

Syl a5 ot (Hoy padd) 2205

0.8847 | Prob F(1,18, 0.021652 F-statistique

0.8768 | Prob Chi-Square(ly | 0.024029 Obs*R -au carré

Eviews 12 ooz Lo slasVU aUl slas) oo 0 jdall

: (jarque— bera : 3igll addall migdl jLes1.3

il « (0.9577) sl Jarque-Bera L=l aa3 of LS5 (2) el Y
&5 B O Jsdl Ko ades ¢ (0.05) mgall gm0 18T 29 (0.62) g5les o 2Ly
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jarque — bera 3igl adall aisdl jlest :(2) o3 JSKo

Series: Residuals
5 Sample 2000 2020
Ob=servations 21
4|
Mean 9.54e-18
3 | Median 0.018740
Maxtimum 0.351196
z | Minimum -0.515854
Std. Dev. 0.213536
1 Skewness -0.522345
Kurtosis 3.055167
1}
o8 05 0O4 03 D2 01 oo 0.1 o2 0.3 0.4 Jargue-Bera 0.957720
Probability 0.519489

Eviews12 o2 ,aal

P I S o e pkel) 3 gedt edBe sie yl —(4
el Gy L ISl o o il 3aad) L Auie (S B Ll ok s
P bl (3 e LI sy« Ramsey Reeset e
Ramsey Reset jlas1 mils:(6)03) Joutr

Ramsey Reset test

Value df Prob
t-statistic 0.657014 9 0.5276
F-statistic 0.431668 (1,9) 0.5276

Eviews12 oz Lo slasVU iUl slas) oo 0 jdall
e (0.5276) J asludly Fostatistic)let aad oF L oel Joad) M e
) @ pdsand) (et J) K 2y B oty Lo 1y <0.05
:(Stability Test) z35ell IS 1 5 Lt =5
Sledal IS iVl e oYy s Sl (6 39y n gl 300l OF e aSTRU
St ST gt jlasly CUSUM ol oSTR) 5 el Lol pdsizns ¢ )ikl 350
QU el & ameoge L1 iy « CUSUM of Squares iy
Sl (ST g samall et il 3)edy YS!
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P! Slaed oS gamall ety
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2011 2012 2013 2014 2015 2010 2017 2016 2019 2020

[— Suson -— 5% Sgnficancs |

T2011 | 2012 2013 2014 2015 2018 2017 2018 2018 2020

| —— CUSLM of Squares ——-- 5% Signifcance |
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With Constant

Mith. Constant & Trend

Without Constant & Trend

WWith Constant

With Constant & Trend

Without Constant & Trend

Hotes:

yskdt ADF Jg2 é; St (1) By )

UNIT ROOT TEST RESULTS TABLE (ADF)
Null Hypothesis: the vanable has a urat root

At Level
Foi
t-Statistic -2 9451
Prob. 0.0570
-Statistic -3.5616
Proib. 0.0584
Statistic -0.7524
Prob. O.3F776
no
Ax First Difference
HFDI)
t-Statistic -5 T7T77
Prob. OLo00T
-Siatistic -5. 7429
Prob. 0.0009
t-Statistic -5.9324
Proib. 0.0000

cC
-5.2208
0.0005
-2.4398
0.3508

-0.2598
0.5804
nO

d{CcC)

-5.0701
0.0007

-3.8046
0.0374

-6.1865
00000

GE
-4 9980
o0.0008
4. 1729
0.0789

-1.8460
0.0629

AGE)
-3.5993
0.0155
-4.1834
0.0785

-3.4640
000715

Ps
-2.0269
0.2739
no
-2.9985
0. 1597
no
—4.4490
0. 7336
no

d(PS)
-2.8421
0.0734

-3.0528
O.1477
no
-2.3020
0.0245

RL
-2.8529
o.0687

-12.9005
00000
03168
07667

no

ALY
-7.2554
0.0000
-6.0356
0.0007
-F.7T10
o0000

a: (“ySignificant at the 10%; ()Significant at the 5% (~*) Significant atthe 1% and (no} Not Significant

b: Lag Length based on SIC

<: Probability based on MacKinnon (1996) one-sided p-values.

This Result is The Out-Put of Program Has Developed By:

Dr. Imadeddin AlAfosabbeh
College of Business and Economics
Qassim Universiny-KSA

UNIT ROOT TEST RESULT

PP 05y g pomkd ) 1(2) 03y gkl

MNull Hypothesis: the variable has a unit root

With Constant

With Constant & Trend

Without Constant & Trend

With Constant

With Constant & Trend

Without Constant & Trend

Hotes:

S TABLE (PF)
At Level
FDI
t-Statistic -2.9451
Prob. 0.0570
t-Statistic -3.5224
Prob. 0.0627
*
t-Statistic -0.8775
Frob. 0.3241
no
At First Difference
d(FDI}
t-Statistic -6.8694
Prob. 0.0000
e
t-Statistic -6.4866
Frob. 0.0002
t-Statistic -7.1665
Prob. 0.0000

e

GE
-5.0797
0.0006
-3.0382
0.1458

no
-1.8460
0.0629

*

d(GE})
-3.5903
0.0155
s
-4.1834
0.0185
-3.4640
0.0015

e

PS
-2.0269
0.2739

no
-2.84893
0.1969

no
-1.6687
0.0891

*

d(Ps)
-6.4106
0.0000
it
-6.1606
0.0004
-6.1651
0.0000

e

cC
-2.5305
0.1229
no
-2.7998
0.2123
no
-0.2842
0.5713
nod

dicc)
-5.8377
0.0001
et
-6.5543
0.0002
-5.8788
0.0000

mmm

RL
-2.9130
0.0607

-2.7987
0.2127
no
-1.1764
0.2107
nod

d(RL)
-4 2617
0.0038
et
-4.4513
0.0110
~4.3015
0.0002

mmm

a: (*)Significant at the 10%; (**)Significant at the 5%; (***) Significant at the 1% and (no) Mot Significant

b Lag Length based on SIC

~ Brahahilite hacad an Markinnon (100~ ana_cidad naalac

ARDL 350 g5 gils :(3)edy okl
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RO
-0D.4188
o.8g88

-4 0588
00258

0.8954
0.8942
no

a(RQ)
-2 8809
0.0684

-2.7131
O.2437F
no
-3.5042
0.00714

RO
-0.6604
0.8361
no
-2.0627
0.5355
no
0.6392
0.8464
nod

d(RQ)
-3.7049
0.0124
s
35843
0.0572

-2.5548
0.0012

mmm

VA
-4 . 7033
00076

-3.7391
[l

-0.6294
0.4325
no

AR
-4.7694

-5.0210

WA
-2.2283
0.2028
no
-1.7232
0.7045
no
-0.6299
0.4323
nod

d(vA)
-4 7619
0.0013
et
-5.0149
0.0036
48776
0.0000

mmm
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Dependant Wariable: FII

Method: ARDL

DCrate: 0620022 Time: 20:21

Sample (adjusted): 2000 2020

Included observations: 21 after adjustmeaents

Maxirmum dependent lags: 2 (Auatomatic selection)

Model selection method: Akaike info criterion (AIC)
Dynamic regressors (11 lag, automatic): GE PS RL RO Wa O
Fixed regressars:

Mumiber of models evalulated: 128

Selected Model: ARDL.T, O, O, 1, 1, 1, O}

FMote: final egquation sample is larger than selection sample

Wariable Coefficient Std. Error t—-Statistic ProbDb.*
FOI—1)» -0 222158 0216831 -1.521872 01566
SE 3. 594566 1.423757 2524916 003201
RS -0.534532 0.3282152 -1.2987F40 o 1921
RL 0. 282585 0. 950029 0. 299555 o.5979
RL{-1) -2 TF137FE51 O.804151 2. 374529 O.007F1
Ry -2 1475058 0. 782520 -2 T443249 00207
RC-13 2 297295 0. 7932750 4 1542320 00020
TS -1 . 428254 0.928041 -1.528999 01548
WAL= -1.221480 0.95383227 -1.2456151 0.2411
L 2. 454509 1.05292099 2. 205221 004329
L O 2875845 0. 554754 1. 2256500 02113
R-=quared 0. 8491794 Mean dependaent var 1078571
Adjusted R-squared 0. S9s8289 S 0Dl dependeaent var 0. 5500032
S E. ofregression 0. 202057 Akaike info criterion 0. 749278
Sum squared resid 0912383 =Schwarz criterion 1. 295409
Log likelinhnood 2. 132578 Hannmnan—Guinn criter. 08568020
F-statistic 5. 65231050 Crurbin-VWwatson stat 2. 738122
FProb{F-statistic) D005 7F54
*ote: pvalues and any subsequeaent tests do mnot account for mMmodel
selection.
( FDI mdh ity Joghalt odadl 3 i) B0l s guilss :(4)dy ool
Levels Equation
Case 3 Unrestricted Constant and Mo Trend
Variable Coefficient Std. Error t-Statistic Prob.
GE 2698528 1.122020 2405064 0.0370
F3 -0.401252 0287371 -1.396286 0.1928
RL -1.749174 0870566  -2.009237 0.0723
RO 0.863552 0229669 3.7509349 0.0037
WA -1.996561 0806728  -2474886 0.0323
CC 1.850012 0633933 2685116 0.0229

EC =FDI-(2.6985*GE -0.4013*P3 1.7492*REL + 0.8636*R0 -1.9966%VA +
1.8500*CC )

180



