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Abstract

This paper aims to examine the impact of institutional quality in attracting FDI in Algeria from 1996
to 2017 using the (ARDL) Approach proposed by Pesaran and al (2001), and using Economic
Freedom indicators issued by Heritage Foundation's, which reflects the economic institutional quality
and governance indicators of the World Bank that represent political institutional quality, we have
found a long-term relationship between institutional quality indicators and FDI flows. as the results
show that the Freedom Index Economic and free trade in addition to organizational quality and
political stability have a positive and important impact on the long-term flow of FDI in Algeria, as the
corruption index has shown to have a negative impact on the flow of FDI in Algeria.
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FDI, = a; + B,E.FR; + B,I.FR, + B3B.FR; + +B,TR.FR, + BsCOR, + BsPS; + B,RQ,
+ BgRL; + &;

Unit Root Test :3.>g1 yi> Lzt =
S alaxe¥l M e el L) agl i) auls @3 Cllan ool Ld) daegie Lud T
LW gk 33 il 0SS Phillips-Perron (Augmented Dickey-Fuller . J&° L

dulyldl S pas gyl iz ADF (Phillips—Perron ol gits : (02) o3y Jsir

LA Sl g )
Augmented Dickey-Fuller Phillips-Perron
-3.083938 -3.071223 Level
1, **0.0434 ##0.0445 | 1[0y | EDI
-5.869245 -9.287080 First Dift
#%0.0001 *0.0000y I
-0.527696 -0.379726 Level
1, (0.8669, (0.8960, | 1[0y | EEFR
-5.671676 -5.587504 First Dift
#%0.0000 #%0.0000 ) I
-0.793662 -0.742494 Level
Il (0.3601, (0.3826) 10y [.LFR
-5.437751 -5.698745 First Dift
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-1.002348 -1.002348 Level
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-3.994244 -3.994244 First Dift
#%0.0004 #%0.0004 I
-1.984197 0.565254 Level
0.2908 0.8302 1[0y
Il - - TR.FR
-5.703042 -6.201020 First Dift
**0.0002 *0.0000 ) I
-2.260811 -2.503174 Level
0.4351 0.3232 [0
Il ( ) ( ) . ( ). COR.
-3.607407 -3.591782 First Dift
#*0.0011 #*0.0011 Il
-1.328902 -2.312823 Level
*0.1644 **0.0233 [0
10, ( ) ( ) . ( ). PS
-4.529901 -4.801196 First Dift
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P1 P1
AFDI, = ay + ﬁl AFDI,_; + 0; AE.FR,_; + 8; AL FR,_;

i=1 i=1

141 1
+Z TLAB'FRt—i-I_Z' T[iATR-FRt—i_i_E' ﬁiACORt_i

P1 P1
+ ulAPSt i+ ) plARQt i+ )  w;ARL.

i= i= i=1
+@ FDI,_y + @,E.FR,_; + @3].FR,_y + @,B.FR,_; + ¢sTR.FR,_; + 9cCOR,_,
+ @7P5¢—1 + @gRQ¢—1 + @oRL; 1 + &
9ol g aldsianly & il el B et —1- 11T
St e S5 ARDL 236 3 (Pesaran, Shin, & Smith, 2001y J sy deel 1S
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Ho: 1 =@ =03 = Q4 = @P5 = Q6 = Q7 = Pg = Pg =0

Hi: Q1 F QP F P33 F Py F Ps5 F P F Q7 F Pg F Qg # 0

o STE-stat aas ol 13) 1 W i) Jo 0, LAy « Fostatistics asla~) Lo LoVt
o BT Fostat cols™ 13) Ll cslian LSS B3e spmg pday pall dep 285 L ciom b il (golall )
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Pesaran and al (2001) |3 » 2l 2 21 il 358 adly JeYIad) oo b o F oo aslany
o Ol Se Y bas

9ol Syl (03) o3y Jour

ARDL Bounds Test

Test Statistic Value k
F-statistic 12.61395 8
Critical Value Bounds

Significance 10 Bound I1 Bound
10% 1.95 3.06
5% 2.22 3.39
2.5% 2.48 3.7
1% 2.79 4.1
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[1 Bound st a0 58T 8 ULy 12.61395  (gylus F-stat s 01(03) Jyad! mos
Beo ) Ly pdadl 2.5 b Wby ((10% 5% 2.5% ¢ 1%0) ame s Caliz e 2 A1 20 il
Y Al 33515 B3 g Al
:(ARDL) isjgalt il Slgmdl] g1 jltowtl pdges piis —2— 11
11Ty m3sad OF s g bl ol wad ¢ Akaike info criterion (AIC) e stz
M ISV 398 i oladas OF QU Joadl oy b Ly oY1 235l 52 (0,0 ,1,0 1
Lo g LVl ks 55 e D03 G B3 i g Lemd (ARDL) asjil) 2l wliill
) il Slpall 06 JUls ¢ 0.88 2l Adjusted R-squared qeall tusd) Lobas OF 8™ csLil
sledl) Jarz page 4 BLOYL JlesW) g Gl B J55ay Lol B Jagag BlaBYl G4 o
eVl 3 Jrelly wldl il 90 88 5 (gl B3l pa5ag Readaidll B30 (bl LA 55
(AL oY

ARDL) dejgalt izt gzl g1 ylowil z3ges g 1 (03) o3y Jgur

ARDL Cointegrating And Long Run Form
Dependent Variable: FDI

Cointegrating Form

Variable Coefficient | Std. Error t-Statistic Prob.
DE_FR) 0.116778 0.043812 2.665404 0.0373
DJ_FR, 0.031890 0.006994 4.559767 0.0039
D@®B_FR, 0.006814 0.034589 0.197000 0.8503
D(TR_FR, 0.114208 0.014292 7.991294 0.0002
DCOR) -0.305038 0.668897 | -0.456031 0.6644
D(PS, -0.052258 0.268983 | -0.194279 0.8524
DRQ) 1.692700 0.357581 4.733753 0.0032
DQRL, -2.103294 0.478820 | -4.392663 0.0046
CointEq(-1) -2.047828 0.168050 | -12.185794 0.0000

Cointeq = FDI - (0.1888*E_FR + 0.0054*_FR -0.0975*B_FR + 0.0770
*TR_FR -0.1490*COR + 0.8188*PS + 0.8266*RQ -1.0271*RL -6.4724 )

Long Run Coefticients
Variable Coefticient | Std. Error t-Statistic Prob.
E_FR 0.188781 0.022796 8.281432 0.0002
[_FR 0.005364 0.004134 1.297417 0.2421
B_FR -0.097460 0.020641 | -4.721645 0.0033
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TR_FR 0.076959 |  0.008719 8.826962 0.0001
COR -0.148957 | 0.323212 | -0.460864 0.6611
PS 0.818831 0.122338 6.693193 0.0005
RQ 0.826583 | 0.169713 4.870475 0.0028
RL -1.027085 | 0.222235 | -4.621619 0.0036
C -6.472409 | 0.781631 | -8.280645 0.0002

R -squared= 0.966558 Durbin-Watson stat = 2.433165

Adjusted R2=0.888527 Prob(F-statisticy= 0.002699

Eviews 9 msby Jo sl iUl shis] 0 - bzl
Ggims ol Wl el Jolas o U ol b)) folae OF cam oMol okl (03) 03y Joadt I e
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skl sl (3 O3l
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Slgmdld G LY 2358 a8 gl g duhll Sliize Y1 Al BB sy ] 3gad) jLasl sty
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el e b 3 (FDI sl oo bVl oy e deadasd 855dly bl jLazaVly 3l
Yl S (3 8l dL o BelasVl B e 3 %01 aen S O o (Y1 kel
of - & « (Bengoa & Sanchez-Robles, 2003) auls ar il sdn gy (H00.18 5 sl
sda iy (J00.07 a5 oY) LoV 3305 4] (350 Y01 2y 3l B> S350 (3 53050
(Aziz & Mishra, 2016y a)s xe 2l
s giny 900,81 sy FDI 55ty Gl Olidy ool izl Jage 3 %01 4 3 O mcany
Jelsall OF U 0 a5h ey (Kim, 2010y au),s5 (Peres, Ameer, & Xu, 2018y a.i,5 ~
Spney omsr ST 35y ) Auhl) il il LesT Al g1 jleima V) GBI gl 3 Gages B Lo
Sge ol 3L al o A 3l g Y L) e S0 Sl (Bl e el S35 agl
o U5 B ) Al e Bzl oda sy S0 0.82 L FDI i aype %01 2y 2l 8508
Mengistu & Adhikary, 2011,
@ 3L 13 &l o QAL ) eV e Bl DB e Ssine pby Il T sLdll g glay
o ol odn 3asy Y0 0,14 a FDI i 3 plf) () &5 oo 01 ay sl 250
(Gangi & Abdulrazak, 2012 .. |s" s o6 g 2.,
SVl S e gimey b #U 0pl Baly JleeW 2 55k OF 2uldll auhdll wils el LS
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sl glad (3 sladl) jlaly ol bgaall asgasty andMizal pdey Jladll sladl Caas S5 )
. (Foundation T. H., 2019) sl Ji2 3 2ol ¢ pla gladlly

:stq;.u dpageid) Oyl ®
tollas U G DLW AUSCis 399 Jlast L
imsgn L=V s milsgc Breusch-Godfrey Serial Correlation LM Test jlas! pusers
DAV slae Bl s 315 bl alSCie wY i(Hoy padl 255 1 Lles

IM Lz : (04) o8y Jsur

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.643890 Prob. F(1,5) 0.4587
Obs*R -squared 2.394984 Prob. Chi-Square(ly 0.1217

Eviews 9 msby Jo sbze¥Wu iUl shis] 0 - bzl
syey pe o s &) Al B ) L asey 0.05 e 18T b V1 gl OF L Jpidl I3t e
EY dslee Blsd ks 315 B3|
:Heteroskedasticity Test ARCH ) ibw st .o
D olsl Jgdl (3 aesse anils s ARCH Lol pusns
ARCH =10 (05) o3y Jgur

Heteroskedasticity Test: ARCH

F-statistic 0.317248 Prob. F(1,18, 0.5802
ODbs*R -squared 0.346393 Prob. Chi-Square(ly 0.5562

Eviews 9 &AU}[ 3& EIPE S P R IRV I S SN W-IN
S as @ aedal) 2ol s awy 0.05 6 ST eV aed) of ARCH. jlas) IS 0 gl
USRI B P
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8
Series: Residuals
74 Sample 1997 2017
Observations 21
6
Mean -0.001037
51 Median -0.036684
Maximum 0.417366
44 Minimum -0.237960
3 Std. Dev. 0.159218
| Skewness 1.002322
5 Kurtosis 3.641527
14 Jarque-Bera  3.876385
Probability 0.143964
0
03 0.2 0.1 0.0 0.1 0.2 0.3 0.4 0.5

Eviews 9 msby Jo sl iUl shis] 0 - bzl
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1.6 8
6
1.2
4
0.8 2
0
0.4 2
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0.0
6
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