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The role of the investment climate in promoting economic diversification outside

the hydrocarbon sector in Algeria
Standard study for the period 1996-2020
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Abstract:

The study aims to stand on the reality of the investment climate in Algeria and its role
in attracting foreign direct investment flows and achieving economic diversification during
the period 1996-2020, in addition to highlighting Algeria’s position through the most
important indicators of the investment climate compared to some Arab countries.

The study found that there is a direct short- and long-term relationship between the gross
domestic product outside the hydrocarbon sector and each of: foreign direct investment
flows outside the hydrocarbon sector, exports outside the hydrocarbon sector, and this
indicates that the investment climate can have an effective role in promoting economic
diversification.

Keywords: Economic diversification, investment climate, GDP, foreign direct investment,
ARDL model.
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Akaike Information Criteria (top 20 models)

8.3
vy v
8.2 | A
|
TY||I
I|||I
8.1 4 I
) R S I
vTI|:|||I
I A A A
8.0 ] [ T |
TY||I|I||
R D T A A
AR S N N A N N S SO SR B
| |
7.9 - O T T A R R O
B 1 T e e e T A
e O T S A
G A
T [ T (S S (N A S N I IR SR |
[ A A S B | TR A A E
N T N O A O O O O I A A B
7'7\I\I\\I\\I\I\\\I\I\\\I\\I\I\I\I
T H e T s TS S S e S e e e T S e S S &
A5 IR S SR S S S S RS e T S o B e e B s 2 B e B o 2 T > N o I > N > I 3
S D @ o S Jdd S O D oo d S oS S oo
T o e o e e o e e e o o e S o el [ |
o o 0O 0O 0 0 00 0000000000 Q0Q000Q000Q0-Q0Q0Q0000O0.Q
xrx o o o xrx o xx xx xx xx xx xx xx o X o o o o
T < < <€ < < < < <C < < <C <C <C <C <CT <C <C <CT <C

Eviews10 galiy e sLeie¥ly oLl slasl o tpal
Azyo (& Akaike jleall 389 MUl z3gaill pslill days oF Lasdl oMel S § Amiosll Slaglall s (0
Ao J81 Llay 4368 (2.4.4) 4510
:ARDL JI 11 5lums¥l 7 39 yaids 4.4
@2 HLdlaY! (e IS 5Y ARDL ¢ 3511 ol elladll G Hluss¥! 73000 pads il Jiey JWI Jgae!l
B gyl glad oyl Sl bl bl e wligymll gllad 7yl &l sbally 2 aldl
ARDL J 75943 y3uds ilis :5 Jgazd!

Variable Coefficient | Std. Error t-Statistic Prob.*
GDP(-1) 0.648348 0.300654 2.156460 0.0631
GDP(-2) -0.405540 0.257242 -1.576491 0.1536

FDI 3.979573 4.741150 0.839369 0.4256
FDI(-1) -10.20441 5.371409 -1.899763 0.0940
FDI(-2) 9.247813 4.535589 2.038944 0.0758
FDI(-3) 11.41119 4780727 2.386915 0.0441
FDI(-4) 9.397683 6.060668 1.550602 0.1596
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U6 e et
EX 27.27776 10.85723 2.512404 0.0362
EX(-1) -9.874854 12.28198 -0.804011 0.4446
EX(-2) -9.045817 13.77597 -0.656638 0.5298
EX(-3) 57.96802 15.69315 3.693843 0.0061
EX(-4) -20.56550 19.23947 -1.068922 0.3163
C -9.272822 8.430135 -1.099961 0.3033
R-squared 0.976875 Mean dependent var 91.98810
Adjusted R-squared 0.942187 S.D. dependent var 42.93893
S.E. of regression 10.32442 Akaike info criterion 7.779916
Sum squared resid 852.7493 Schwarz criterion 8.426525
Log likelihood -68.68911 Hannan-Quinn criter. 7.920246
F-statistic 28.16168 Durbin-Watson stat 1.555620
Prob(F-statistic) 0.000033
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic

1.192342

Prob. F(1,7)

0.3110

Obs*R-squared

3.056413

Prob. Chi-Square(1)

0.0804
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Heteroskedasticity Test: ARCH

F-statistic 0.613965| Prob. F(1,18) 0.4435

Obs*R-squared 0.659683| Prob. Chi-Square(1) 0.4167
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5
Series: Residuals
Sample 2000 2020

4 Observations 21
Mean -2.74e-14

3 Median -0.229558
Maximum 13.20676
Minimum -13.76323

21 Std. Dev. 6.529737
Skewness -0.078741

1] Kurtosis 2.835903
Jarque-Bera  0.045262

0 Probability 0.977623

-15 -10 -5 0 5 10 15
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F-Bounds Test Null Hypothesis: No levels relationship

Test Statistic Value Signif. 1(0) 1(1)

Asymptotic: n=1000

F-statistic 3.769805 10% 2.63 3.35
k 2 5% 3.1 3.67
1% 413 5
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ARDL Error Correction Regression
Dependent Variable: D(GDP)
Selected Model: ARDL(2, 4, 4)
Case 2: Restricted Constant and No Trend
Date: 01/11/22 Time: 12:35
Sample: 1996 2020
Included observations: 21
ECM Regression
Case 2: Restricted Constant and No Trend
Variable Coefficient | Std. Error t-Statistic Prob.
D(GDP(-1)) 0405540 | 0.147221 | 2754639 | 0.0249
D(FDI) 3.979573 3.257331 1.221728 0.2566
D(FDI(-1)) -30.05669 | 6.835824 | -4.396937 | 0.0023
D(FDI(-2)) -20.80887 6.809593 -3.055818 0.0157
D(FDI(-3)) -9.397683 4.877692 -1.926666 0.0902
D(EX) 27.27776 7.026740 3.881993 0.0047
D(EX(-1)) -28.35671 | 8488512 | -3.340598 | 0.0102
D(EX(-2)) -37.40252 | 9337549 | -4.005604 | 0.0039
D(EX(-3)) 20.56550 11.79799 1.743136 0.1195
CointEq(-1)* -0.757192 0.166290 -4.553452 0.0019
R-squared 0.868093 Mean dependent var 4.273333
Adjusted R-squared 0.760169 S.D. dependent var 17.97884
S.E. of regression 8.804696 Akaike info criterion 7.494201
Sum squared resid 852.7493 Schwarz criterion 7.991593
Log likelihood -68.68911 Hannan-Quinn criter. 7.602148
Durbin-Watson stat 1.555620
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Levels Equation

Case 2: Restricted Constant and No Trend

Variable Coefficient | Std. Error t-Statistic Prob.
FDI 31.47398 7.989417 3.939458 0.0043
EX 60.43327 11.31330 5.341791 0.0007

C -12.24632 10.78907 -1.135068 0.2892

EC =GDP - (31.4740*FDI + 60.4333*EX -12.2463)
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