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The effect of the institutional quality in attracting the foreign direct investment in
Algeria and its comparison to Tunisia
-Econometric study using ARDL during 1988-2018 -
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Abstract :

Most of the developing states, including Algeria and Tunisia, work to attract the foreign direct
investments and facilitate their flows because they are one of the main external funding sources to
increase the development rates, improve the economic indices, and achieve the sustainable
development. In this context, this study aims at evaluating the effect of the institutions quality in
attracting the foreign direct investment in Algeria during 1988-2018 and, then, comparing it to that
of Tunisia using the Auto-Regressive Distributed Lags Model ARDL. Besides, the study uses the
economic, political, and institutional determinants and some other economic indices. Findings show
a cointegration between the institutions quality and the foreign direct investment through the
cointegration bounds test. Besides, the value of the calculated F-statistics is more than the supreme
critical value at significance levels 1%, 2.5%, 5%, and 10% for most of the equations and the two
states. In addition, the institutional quality affects the foreign direct investment in the long-term for
most of the indices, and in the short-term for some indices.

Key words: foreign direct investment; institutions quality; international indices; ARDL.
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JESCERpHE «( Espen.Vv2004,; Quan.Li ,Adam.R,2003; Federico Carril-Caccia and al,2019)
~1995)s5ill o (g Gl AL AL g Y1l Ol & Sl gl Ao ST LA sy ¢ abll

(2019

hey o) ). 1.5

Bl atll o) i) Sl sha) ol e ails (2,09 ARDL 358 iy dpall LSl jles| 3
o2n b OS5 B Jems Y z3sadl OV ¢ ARDL 356 Gekst slJb W oo gy lidll Az 2y
N(2)sT 3 Sy W 3 8 ol
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(! izl gl o jlas) it 1.1.5
Bead) Sl Lzl (o a) Lldsaaaly Lo g Bl ST plasaanl anhlll (3 pdsaacs ize IS JolSH) 25 S 2
¢ 45 «PP (Philips-Perron Test) L= <ADF (Augmented Dickey-Fuller Test) L) i3 dlzazey
. Schwarz 5 Akaike Joles sl 2ed ol Jolely ((#U1any3) (231 gofl cla¥l sae Ol

W oo il odn O LWLy 1(1) 5 1(0) Byl n 8 jixns LT Bl ll) Solpaza )zl jlasl Vs e ez

izl o) OF (1) gl 21 0 e (ARDL) domgin s
(GDP ,Average,Inflation,Labor,Rule_law,Voice_acc,Regulatory g,Control_corr,Bus_free,Fis
a5 eJ10%,59%,1% &sins Sstoms dis )lam W Al gondl dis 3 inns o cal_free, Tra_free)

e e sy (LFDI,Dom_cre,Eco_growth ,Pol_sta,Gov_eff) Li (b 1531 Bg,al Jlss) day 3 s
. (109%0,5%0,19%0 2 xe 5iin tis) S5l s 5 amun BT (T 505y
VAR Lag Order Selection Criteria: jolad! d>ys yle) .2.1.5
@)yl we gbld) a3 OF LR, FPE, AIC, SC,HQ mts e sbazely L(2) gl Jos e Lo
s Ty Bl s L]
o8 Sl (1988-2018) a5 I <¥stee &8 ARDL 346 .(3) Jgus!

Dependent VARIABLE LFDI Model 1 Model 2

LFDI (-1) -0.23 (0.22) -0.66 (0.003) ***
LFDI (-2) 0.50 (0.00) *=*=
GDP 2.96 (0.01)** 0.02 (0.70)

GDP (-1) 0.26 (0.004) ***
AVERAGE -0.01 (0.62) 0.01 (0.02)**
AVERAGE(-1) 0.001 (0.25)
INFLATION -0.05 (0.30) -0.11 (0.001)***
INFLATION (-1) 0.07 (0.008)***
DOM-CRE -0.03 (0.39) 0.05 (0.001)***
DOM-CRE(-1) 0.06 (0.04)** 0.01 (0.02)**
OPEN 0.08 (0.26) 0.004 (0.26)
OPEN(-1) -0.06 (0.35) -0.01 (0.26)
ECO-GROWTH -0.16 (0.31) 0.01 (0.33)
ECO-GROWTH(-1) 0.005 (0.004)***
LABOR 0.23 (0.83)

LABOR(-1) 1.73 (0.14)

RULE-LAW 3.47 (0.14)

RULE-LAW(-1)

POL-STA -1.30 (0.49) -0.38 (0.01)**
POL-STA(-1) -2.75 (0.10)* 0.94 (0.003)***
GOV-EFF -0.17 (0.86) 1.39 (0.01)**
GOV-EFF(-1) -3.04 (0.001)***
REGULATORY-Q 1.47 (0.01)**
REGULATORY-Q(-1)

CONTROL-CORR -0.42 (0.62) -0.50 (0. 01)**
CONTROL-CORR(-1) 1.05 (0.001)***
BUS-FREE 7.05(0.10) * -0.04 (0.0001)***
BUS-FREE(-1) -0.01 (0.03)**
R2= 0.84 0.99

EViews 10 gty gk o8 ARDL 34 alasuat ol slas) o ol
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.10%,5%,1% s aslax] A¥s e glayioda Jus ® o % o FF fabas,
3943 s alusuinl Jiad) JalSI B a1 3.1.5
i) o) el Je S5 ARDL 31 3 (Pesaran, Shin & Smith,2001) J sy Srall (S
DA (1) sl ady

{Ho.C1=C2=C3=C4=C5=C6=C7=C8=C9=C10=C11= C12= C13= C14= C15= C16= C17=

C18=0

{H1. C1£C2#C3#C4#C5+C6+CT£C8£CI£C10£C11# C12+ C13# Cl4# C15¢ C16% C17#
C18+0

LFDI = C(1)*LFDI(-1) + C(2)*GDP + C(3)*AVERAGE + C(4)*INFLATION +
C(5)*DOM_CRE + C(6)*DOM_CRE(-1) + C(7)*OPEN + C(8)*OPEN(-1) +
C(9)*ECO_GROWTH + C(10)*LABOR + C(11)*LABOR(-1) + C(12)*RULE_LAW +
C(13)*POL_STA + C(14)*POL_STA(-1) + C(15)*GOV_EFF + C(16)*CONTROL_CORR
+ C(17)*BUS_FREE + C(18)

Sshal ALl e ST F-stat aed colsT13) 1AW sl e 05K 1,2y (F-statistics aslax) Je LV das
il 13V Akt e 5T Fstat ols15) Wl e Lol BMe sgmg piay pdall G j2d5 Wil 2 A
(Pesaran and al, 2001) . Srin LSS 253 59m piall o p o Wb cir &
i 2adll 11 Bound (sslal) a1 e ST g8 1L 5 8.27 (g5l F-stat aes of oS5 4 Joud) S5 o
35505 B 3gme Al B il Ly pdall Bebp 255 1L (10%,5%,%02.5 ,%1) apgime lanys iz s
Al

ARDL Bounds Test ssi> jlas (4) Joud!

Null Hypothesis: No levels
F-Bounds Test relationship
Test Statistic Value Signif. 1(0) (1)

Asymptotic:

n=1000

F-statistic 8.272288 10% 1.76 2.77
K 12 5% 1.98 3.04
2.5% 2.18 3.28
1% 241 3.61

(EViews.10) wlrz2 Jo sk ol slisl eyl

i 9 (2) Us\aeld il
{Ho . C1=C2=C3=C4=C5=C6=C7=C8=C9=C10=C11= C12= C13= C14= C15=Cl16=Cl7=
C18==C19= C20=C21=C22= C23=C24=0
{H1. C1£C2£C3+£CA+C5£C6£CT7T+C8£C£CL0£CL1# C12# C13+# Cl4+# C15# C16+# C17+
C18+# C19+# C20# C21+ C22+ C23+ C24+0
LFDI = C(1)*LFDI(-1) + C(2)*LFDI(-2) + C(3)*GDP + C(4)*GDP(-1) +
C(5)*AVERAGE + C(6)*AVERAGE(-1) + C(7)*INFLATION + C(8)*INFLATION(-1) +
C(9)*DOM_CRE + C(10)*DOM_CRE(-1) + C(11)*OPEN + C(12)*OPEN(-1) +
C(13)*ECO_GROWTH + C(14)*ECO_GROWTH(-1) + C(15)*POL_STA +
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C(16)*POL_STA(-1) + C(17)*GOV_EFF + C(18)*GOV_EFF(-1) +
C(19)*REGULATORY_Q + C(20)*CONTROL_CORR + C(21)*CONTROL_CORR(-1) +
C(22)*BUS_FREE + C(23)*BUS_FREE(-1) + C(24). . vt e v oo, )

2aill 11 Bound skl adi o xST 8 JWbs 40.82 (soles F-stat aed of L3 () gl I e
e sgorer ) B i) g pdall Beip b5 WLy (1090,5%,%2.5 ,%1) dgas oy Cali e dx L
Y dgb aly
A3 (1) dsell ARDL 35 phisuialy padll 81y Juglall J=¥ 2348 puis 4.1.5
R gty S5 OB (F-Bounds Test Jlasl gb e Sl o it JalSS sgmy o ST ils of
ARDL(1,0,0,0,1,1,0,1, aauly sadll bVl fsbll Jo 235 5us5 o oY1 dlsb 2551 23)
1ells ey JWI Jsidd 50, 1,0, 0, 0)

(1) Wstneld Jor¥) gy JorW Ligb 398 il il (5) Jgu

Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
GDP 2.404838 0.845004 2.845948 0.0147
AVERAGE -0.011201 0.021997 -0.509231 0.6198
INFLATION -0.041357 0.036229 -1.141526 0.2759
DOM_CRE 0.027350 0.019352 1.413299 0.1830
OPEN 0.010951 0.047554 0.230293 0.8217
ECO_GROWTH -0.130594 0.116250 -1.123392 0.2832
LABOR 1.597036 0.422650 3.778629 0.0026
RULE_LAW 2.816851 1.872936 1.503976 0.1584
POL_STA -3.287648 1.383282 -2.376701 0.0350
GOV_EFF -0.141380 0.818455 -0.172740 0.8657,
CONTROL_CORR 1.663386 2.237036 0.743567 0.4714
BUS_FREE 0.175331 0.096436 1.818105 0.0941
C -25.85157 11.39725 -2.268229 0.0426

(EViews.10) w2 de sty Sl slust o 1 yiaall
teglall ) m3gd pus )
PUP-FR LN () INPNE RN E
Aoy (3 Blall L)l OB dadane Jaredl il ded 065 Lutie &l ) jis coldl dol) 5)ual) dadal) a0 -
(P<0.1) 0Y (% 5 (ssims i6) dugine 3 29 =25.8 35> s 05T Sl
oo A3b B sy e JU5 dorgs JlaY) S ol ) el g ) eV ol Jalas L) -
90 1 (s5imn i Asliam] Vs 13 g JlaYl S 0l U 5l Yl ol y 2slal 2u)
Jlayl J& oW Q) ol gl Y1 i 83k L) el ods 5239 2,40 Jolad) 2 il o
96 2.40 = ;5L g Y1l S 335 ) @350 52y By
9 Blal dadll (1S Be 35y Jo J b ad) bolas 5340 Cods lawgre alas 3L3] -
Tigme b 2y (a9 3l o
Al (B b BMe dgag e U crgs Wl 312 Jalas g (ol plail A2 Ol lelas )Ls -
dggme b 29 Wl g (ol pladll JB) Ol Ll
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5 Blall Ll Gy 2SS BYe 292y Jo U Al S 3l foles g (oolasV) sadl fules 3la] -
dgae pb Ay LS Ll g (o3laBYl sad)
Y5 13 g ¢ Abell (s9all 5 WLl Bl o s b WMo sy e JU dorge Al (ud) alae L) -
gy alalal) 50dll 8215 (1) sl ods 255 1,59 et s ity o 0 1 (s550n e 282>
90 1.59 & 5l sV jlema V1 olias 5L L) (635 34y
¢sladll 5 Oglilly SH g Bl edl p B3k BV Semy Jo JU5 dRargs sludl) 5 Ol SH B8] -
Agiae 1 A
29 ¢ orlond) Yl g Blall aad) o LS e 392y Lo J il s ld) L) eles 3Ls) -
S sl ) Al eda a5 =3.2 Jelall ded cals G W0 5 (Ssremn e Alax] AVS 3
96 3.2 2 3Ll g Yl G gl ) (535w 3y By el
WYs old g ¢ JlesV i g 3l dedll Cp L3l BYe 3929 Lo J5 drge JlasVl 3> 3)Ls) -
sg JLsYI > 3ol ) dedl) ol 59 0,17 elal) e iy o 90 10 (s dis a5la>]
96 0.17 & ol i) jlexa¥) Sl 5315 L) (5350w 3415
5 (2) Bl ARDL 368 alsunl gmadll JxW1g fshadt J=W) =348 pui5 .5.1.5
2B gy 3 0 (F-Bounds Test jLzt] sk oo ol (o i LSS sy e ST mils 0
dlalyy el Jo Vg sl Jo W 2358 a5 s ¢ o iyl 251590 2530
1l s W st 5 ARDL(Z,0,0,0,1,1,0,1,0,1,0,0,0)
1z ady ) Jugb z3sf il i L6 g

Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
GDP 0.252827 0.064903 3.895447 0.0115
AVERAGE 0.007523 0.001606 4.683348 0.0054
INFLATION -0.032634 0.016498 -1.978036 0.1048
DOM_CRE 0.064608 0.005853 11.03781 0.0001
OPEN -0.001342 0.004699 -0.285614 0.7866
ECO_GROWTH 0.054573 0.013157 4.147782 0.0089
POL_STA 0.483360 0.154745 3.123589 0.0261
GOV_EFF -1.418447 0.390785 -3.629740 0.0151
REGULATORY_Q 1.275751 0.337412 3.780988 0.0129
CONTROL_CORR 0.474015 0.143025 3.314216 0.0211
BUS_FREE -0.052966 0.007169 -7.388451 0.0007
C 5.746457 0.837791 6.859060 0.0010

(EViews.10) wir2 Je staxey ol slast e 1 jbeall
Leglall ) m3gd pus )
t bl L35 (6) Jsad s e
cw kb e sy Jo JU e W) JB1 oW U] AL cor Y L) Sl feles 3L8) -
5 (st i ifliam] Vs I3 ag Q) ) W) ) Sald) e jlema) ol g aliall de.dl)
A gVl ol sl ) ded) oda yise 0.25 Julall aud iy o %
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96 0.25 = ol gVl ¥ Slias 83L) L (5350m 341y sy JlaYl S sl )

Bab Be sy o JU dmge LA gV LY Sl () e 3 coas lawgze Jalas L)
iflax] Vs ol ay sl gV LYl ol el e 3,8 coas Lawgre g wLal) dadll oy
o Il o 3l el Jawgie 5305 1) &agdl) oda 1259 0.007 Joledl 2ad iy e G0 1 (stems ie
% 0.007 - L) %g.;;ﬂ\ Slezze VI S 8505 1) (635mm 3y sgy lab

s ol g ¢l g wlal) Al o eSe We sy o JU @l oadl felas 3L
By sy 3ozl 3L ) Aedl) oda 1255 =0.03 Lelall 2ed il o 0 10 (S5t s Bl
9 0.03 = ol oY1l olins (old) ] @35

= LYl g Blall il p Bk e sexy e Ju dage ol pladll J) Ol fulas 3L5)
) a0l 1259 0.06 Jfoladl ded iy o K0 1 (s i Al Vs I3y ol gLl
96 0.06 = L5LN cor V) eV b5 85b5 U] (350 8y gy ol plladl] S SLasY) 8515
5 Blall L) oy S BMe ey Jo Ju b L) U Wl andb il 31 Jeles 35La]
dggme pé g (Y 21 il andl flall 5l

A5 gy «elaBV gudl 5 Blall dedl) p B3l Be sy Jo JU chrge (o3LaBY) gudl Jalas L)
@3l sodl B3y ) ded)l oda p25e 0.05 elall ded cili o U 1 (s Lis Ala~] WY
96 0.05 5 3l g1 LoVl S 3L ) (535w 52y 4y,

9 el LA g Blall dadll sl BMe spmy e JW e oeled) LA ules L5
SN Bl ) Al eda a5y 048 Ll 4l cals G Y0 5 s e ASlas] AN o3
96 0.48 = ol g Y1 LVl Sli 83L5 ) (535w 8y By pmlond]

I Sl Ay Blal) Ll fy 2nSe BYe sy Jo JW e LS Al eles L)
o S 2l S5l ) el ods 23y =141 Ll e cal o 9 5 (ot s ASlax] AN
90 1.41 & oLl oo Y1 Ll oliws plid) (] (535w 34y 3dmy)

s I3 ay cpedadll B35kl 5 Bl Ledl B3k BYe 3y e JU chimse deeroxd) B30 505
By sumgy Aankaid) 535 (1) Al o pziy 127 bl ded iy o (U0 O (g is a5lax)
96 1.27 o ol gV jlasa¥l Slis 85k U (535w

Vs s ag bl 21y Blall i)l Cp B3k Be sey Jo JU cirss sl 25155 5)Ls)
Bamy bdmgy Sledl) 2l 1) Aedll oda pide 0.47 Jeled) aad il o K0 5 (s s Al
9% 0.47 - ol oY)l oliws s34 U (535

s ol ag (JlesI aymg wlal Al op 2nKe B sy e Ju b Jle) & L)
samg JLsY) i B3l ) dedl) oda pidy —0.05 Lol i caly o U0 Lissiae dis aslas)

% 0.05 . &Ll L;.a-fﬁ\ Oz oolass upw\ RIRTEY W NES
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Ahy . (P=0.00<0.01)0Y elsy W1 (ssms die asla| IV5 I3 2y A ECMid b falas 35
Gl pll & ol moeas d Jalal )l i)l il o Al 2 Slpadl o Siis LSS sy e Vs
& a5l Rad e AR Al (3 Blall Al 2ad OV4 e 0 123 Ll Vs sn « CoINtEQ(-1) =1.23
Gl & Ol L )l Gl a il )i Sis OF grined ateg W Bl 3wt o gl V)
skl
Adjusted R-squared gowel! duioudl folee °
Slad) T oay (3 gedd Bppadd) 5,08 Al sl S o ¢« Adjusted R-squared=0.8944 «.s cal
Slzg z3gedl e OF o it gor V) jlaia V) i 8345 (3 Aol Sl iy 1L (3 Lzl izl
b A ol of @1 Jalse ) 350% 10.56  3Uly calindl olpadl U] L 35000 89.44 s e 3)03))
U sl il (] iy 350l 3 s
A (1) Dstnall (ECM) Lt reoenas 358 (7) Jgud!

IARDL Error Correction Regression

Dependent Variable: D(LFDI)

Selected Model: ARDL(1,0,0,0,1,1,0,1,0,1,0,0,0)
Case 2: Restricted Constant and No Trend

Date: 03/23/20 Time: 13:17

Sample: 1988 2018

Included observations: 30

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(DOM_CRE) -0.031237 0.013804  -2.262942 0.0430
D(OPEN) 0.083492 0.026601 3.138742 0.0086
D(LABOR) 0.232690 0.416690 0.558424 0.5868
D(POL_STA) -1.309930  0.748151  -1.750889  0.1055
CointEq(-1)* -1.234979 0.079507  -15.53303 0.0000
R-squared 0.908976 Mean dependent var 0.158364
)Adjusted R-squared 0.894412 S.D. dependent var 1.713603
S.E. of regression 0.556824 Akaike info criterion 1.817875)
Sum squared resid 7.751312 Schwarz criterion 2.051408
Log likelihood -22.26813 Hannan-Quinn criter. 1.892584

Durbin-Watson stat 2.225109

(EViews.10) wir2 Je staxey Sl slast e 1 jbaall
U3y UL (ssmme i Aflan) AYs oI5 ay il ECMU-1 alan] Jules 3)ls] OF Lm0 (7) sl IS5 e
Lo 3,8l Al il G bl 2 Sl S LSS sy e s aS%y L(P=0.00<0.01) oY
@ Bl dadl) 2ad SLEL e 00 115 s> 1ia sy « COINtEQ(-1)=-1.15 L) pldl (3 Lol s o>
A e Ol )5 Alin O gemines atag AU Bl 3 el o bsbal) Y1 (2 ajlsd) Bad e 2L B)
(sl 3 Gl ] el
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5 (2) sl (ECM) Lt s 7358 (8) Jgus!

ECM Regression

Variable Coefficient Std. Error t-Statistic Prob.
D(LFDI(-1)) -0.501562 0.020068 -24.99351 0.0000
D(GDP) 0.029050 0.016221 1.790862 0.1333
D(AVERAGE) 0.007237 0.000466 15.53388 0.0000
D(INFLATION) -0.115746 0.005895 -19.63332 0.0000
D(DOM_CRE) 0.055058 0.001788 30.79215 0.0000
D(OPEN) 0.004196 0.000915 4.586453 0.0059
D(ECO_GROWTH) 0.009767 0.001583 6.171549 0.0016
D(POL_STA) -0.389793 0.028963 -13.45833 0.0000
D(GOV_EFF) 1.396899 0.124356 11.23305 0.0001
D(CONTROL_CORR) -0.503910 0.041503 -12.14155 0.0001
D(BUS_FREE) -0.044945 0.001155 -38.91874 0.0000
CointEq(-1)* -1.158549 0.027274 -42.47861 0.0000
R-squared 0.998893 Mean dependent var 0.083494
Adjusted R-squared 0.998176 S.D. dependent var 0.512820
S.E. of regression 0.021901 Akaike info criterion -4.511069
Sum squared resid 0.008154 Schwarz criterion -3.945291
Log likelihood 77.41050 Hannan-Quinn criter. -4.333874

Durbin-Watson stat 2.631680

(EViews.10) wix2 Je sty Eoll st e 1yl

Adjusted R-squared gowel! duioudl foles
oy el Bpedd 33 2l s S& &~ « Adjusted R-squared=0.9981 s .k
Z3gedl e Of (o Al oY) jlamaV) Slias 5315 3 Aolh) Ol iy Luad (3 Ladlony izl Solpacdl
lpine ol T Jolse L sgm %0 0.19 Sy calinnd) Sladl () L 350% 99.81 s Lo 5,030 llss
& skl prdl ] ey mapedl 3 s d ]
A (1) Ustaedl 2350l drapesd) OhLasY1 . 7.1.5

slasS 1 bLoy¥1 USoe 3429 S| @

Breusch-Godfrey Serial Correlation LM Test jus1 (9) Jais

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 1.142273 Prob. F(2,10) 0.3574
Obs*R-squared 5.579075 Prob. Chi-Square(2) 0.0614

(EViews.10) wlrz e stazeVu el slasl o fgiaabl
s aag %5 o 15T 0.35 ANs (Sotens dis 114l F-stat ala=Y) ae @l OF > .9 Joud) s o
IV asles Bled ks 315 Bl Al sgmg pm et B A jdal) 24)
Heteroskedasticity Test ARCH ool jwilé jlas) @
Test ARCH ;L1 (10) Jgus!

Heteroskedasticity Test: ARCH

F-statistic 1.736605 Prob. F(2,25) 0.1967|
Obs*R-squared 3.415487 Prob. Chi-Square(2) 0.1813

(EViews.10) oz e slasVi el slasl oo jaabl
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daladl s ils

i2,all L azss (0.19>0.05) %5 o 55T adlas=V) 2adll O ARCH L) gl 10 Joidt M e

@w\ @)jﬂ\ Il e

B9 amd) gl byl il (2) S

8
Series: Residuals
7 - Sample 1989 2018
s Observations 30
s | Mean -4.03e-15
Median -0.095630
a _| Maximum 1.065767
Minimum -0.867263
3 Std. Dev. 0.516998
Skevwness 0.425598
2~ Kurtosis 2.366026
T —‘ Jarque-Bera 1.408073
o | Probability 0.494585
-1.00 -0.75 -0.50 -0.25 o.00 o.25 0.50 0.75 1.00 1.2s5

(EViews.10) w2 s slasVu )esUl slas) oo jbaabl

5% oo ST Jlab 1.4 ssls Jarque-Bera las) e of LS5 2 Sall M

el sl s V) s Bl OF e jas s abad) as 4 s Wy o P- Value=0.49>0.05)
Tipell S eyl

B its =3 50al) 3,42l Sl of CUSUM of Squares Test  CUSUM Test b I 0 s

05 G ginn (Sstume e bl 3gad) 515 )l Y Gld) el g i) L Ayl 358 J5s LISCa

T35 Sl o S5 s (3) S

12

o.8 |

oa | 7

[oNe}

-0.4

T
o7

T
os

T T T T
o9 10 11 12

T
13

T T T
14 is 1e

T T T T T
17 is o7 os o9 10

T
11

T T T T T T
12 13 14 is 1e 17 is

CUSUM of squares ———_- CUSUM _____ 5% sSignificance

59 Significance ‘ ‘

(EViews.10) w2z e slasVi el slasl e jiaabl

5 (2) Bslaedd 7350l Graseidl OylasY)
1sllasS G Loy Y1 USCie 399 5!
55T10.24 3Ys s ke 2.37 il F-stat il 2ed) of b3 L (4) gl I 0 (LM Test Lz
Y Asles Blg Ll G313 b)) alSia sy pde e a8 ) skl 2s,d) L 4y %05 s
Heteroskedasticity Test ARCH bl ilé jlas)
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g Lgyleg S J) el g1 jlea) Odor & Al il! sgd) S hle (s
(1988-2018) 354 I ARDL pliseaaty deld dulys Wl b
‘5?’))&\ 9
Al iwdl (PP) susglt ydr jlast 1 3l
UNIT ROOT TEST RESULTS TABLE (PP)
At Level
LEDI GDP | A\VERAGE |INFLATION| DOM CRE| OPEN ECO GRO LABOR
With Constant | t-Statistic | -2.5209 | 24383 | 19978 | -1.6305 | -3.3800 | -2.7198 .3.3473 -2.2006
Prob. 01207 | 91403 | gogen 0.4551 0.0199 0.0825 0.0214 0.2102
n0 no n0 xk xk n0
With Constant & -2.6582
Trend t-Statistic | -3.4684 26307 | -25366 | -6.9762 | -1.7111 -3.2694 -1.5409
Prob. 0.0613 | 02595 | 2704 0.3097 0.0000 0.7212 0.0907 0.7921
* nO nO *kk * nO
Without 11763
Constant &
Trend t-Statistic | 0.2389 09630 | -1.2225 | -3.0364 | 0.5334 -1.6701 5.7953
Prob. 07487 | 92132 | (o900 0.1981 0.0036 0.8254 0.0891 1.0000
n0 no n0 il * n0
At First Difference
d(LFDI) d(GDP) | 4(AVERAGE)|d(INFLATION) d(DOM_CRE)| d(0PEN) d(ECO_GR d(LABOR)
With Constant | t-Statistic | -11.4766 | 83848 | g1510 | -45618 | -3.8828 | -5.2058 -8.2991 -6.7132
Prob. 00000 | 90000 | 40000 0.0011 0.0061 0.0002 0.0000 0.0000
*kk ok *kk *kk *kk *kk
With Constant & -10.4606
Trend t-Statistic | -21.5959 80499 | -45084 | -4.6081 | -10.1491 .8.1122 .9.2671
Prob. 00000 | 90000 | 40000 0.0063 0.0050 0.0000 0.0000 0.0000
*kk Forx *kk *kk *kk *kk
Without Constant -8.1632
& Trend t-Statistic | -9.8929 82220 | -4.6463 | -3.9033 | -5.3140 -8.4530 -3.1554
Prob. 0.0000 | 00000 | 9000 0.0000 0.0003 0.0000 0.0000 0.0027
*kk
*kk *kk *kk *kk *kk
RULE LAW | POL STA | VOICE AcC | GOV EFF | REGULATORY Q |CONTROL CORR|BUS FREE | FISCAL FREE | TRA FREE
-0.8945 .0.2235 -1.6957 -2.0422 .1.0238 .1.9131 -0.9247 .1.1819 -1.8897
0.7760 0.9249 0.4231 0.2683 0.7316 0.3221 0.7662 0.6689 0.3324
n0 n0 n0 n0 n0 n0 n0 n0 n0
-1.3024 -2.3453 -2.5080 -4.0786 -1.4088 -1.9213 -1.7655 -2.0418 -3.0178
0.8679 0.3986 0.3222 0.0165 0.8376 0.6187 0.6961 0.5557 0.1442
n0 n0 n0 xk n0 n0 n0 n0 n0
0.7032 .1.9276 -0.6938 -1.1963 0.2212 -0.1999 -0.7501 -1.2403 0.3100
0.
0.8619 0.0527 0.4078 0.2066 0.7436 0.6058 0.3830 0.1925 7688
n0 * n0 n0 n0 n0 n0 n0 n0
d(RULE_LAW) | d(POL_STA) | d(VOICE _Acc) | d(GOV_EFF) | d(REGULATORY Q) |d(CONTROL CORR)|d(BUS_FREE)| d(FISCAL FREE) |d(TRA FREE)
-4.9417 .6.1272 -4.4404 -8.8284 -4.5450 -4.2747 -6.2137 -6.3251 .7.2637
0.0004 0.0000 0.0015 0.0000 0.0012 0.0023 0.0000 0.0000 0.0000
*kk *kk *kk *kk *kk *kk *kk *kk *kk
-4.8964 .7.7617 -4.3501 -8.6628 -4.6846 -4.1969 -6.2028 .6.2278 .7.1148
0.0025 0.0000 0.0091 0.0000 0.0042 0.0130 0.0001 0.0001 0.0000
*kk *kk *kk *kk *kk *% *kk *kk *kk
45136 -4.6339 45224 -9.2592 -4.5584 -4.3511 -6.2159 -6.2633 -7.0803
0.0001 0.0000 0.0001 0.0000 0.0001 0.0001 0.0000 0.0000 0.0000
*kk *kk *kk *kk *kk *kk *kk *kk *kk

(EViews.10) oz Je slaeVU el slael 0 - gaabl
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(1) Bomald ol dmys Jlast L (2) ol

VAR Lag Order Selection Criteria

Endogenous variables: LFDI

Exogenous variables: C GDP AVERAGE INFLATION DOM_CRE OPEN ECO_GROWTH
LABOR RULE_LAW POL_STA GOV_EFF CONTROL_CORR BUS_FREE

Date: 01/20/21 Time: 17:08

Sample: 1988 2018

Included observations: 23

Lag LogL LR FPE AIC sc HQ
0 -14.52036 NA* 0.745050* 2.393075  3.034876* 2.554486
1 1451423  0.004798  0.850376  2.479498  3.170668  2.653325
2 -12.91007  1.115938  0.854603  2.426962  3.167502 2.613206
3 -10.33288  1.568722  0.801144  2.289816* 3.079725  2.488475*

(EViews.10) w2 s sbasVl el slael e jiaabl

This Result is The Out-Put of Program Has Developed By:
Dr. Imadeddin AlMosabbeh, College of Business and Economics, Qassim University-KSA

o9 (2) U5l ARDL Bounds Test sy bz (3) gl

F-Bounds Test Null Hypothesis: No levels relationship|
Test Statistic Value Signif. 1(0) 1(2)
Asymptotic:
n=1000

F-statistic 40.82426 10% 1.76 2.77
K 11 5% 1.98 3.04
2.5% 2.18 3.28

1% 241 3.61

(EViews.10) w2 e slasVl el slael e jdaabl

3 Breusch-Godfrey Serial Correlation LM Test.(4) g

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 2.378191 Prob. F(2,3) 0.2405
Obs*R-squared 17.78343 Prob. Chi-Square(2) 0.0001

(EViews.10) w2 e slasVi el slael oo jaabl
93 Test ARCH i1 .(5) gl

Heteroskedasticity Test: ARCH

F-statistic 2.805182 Prob. F(3,22) 0.0635
Obs*R-squared 7.193827 Prob. Chi-Square(3) 0.0660
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o Bl el sl b ooyl s L(6) gl

10 |

T
-0.04

Series: Residuals
Sample 1990 2018
Observations 29

Mean 9.49e-16
Median 0.001046
Maximum 0.045873
Minimum -0.044652
Std. Dev. 0.017065
Skewness 0.159354
Kurtosis 4.344326
Jarque-Bera 2.306451
Probability 0.315617

-0.02

(EViews.10) oz e slae¥u el slasl e L yaabl
I g i of O s (7) @l

0.00 0.02 0.04

1.2 |

0.8

2015

T
2017 2018

——— CUSUM of Squares

,,,,, 5% Significance

T
2014 2015

T
2016 2017 2018

\ —_ CUSUM - 5% Significance

(EViews.10) oz e sbae¥u el slasl e L ytaall
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