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Investigating the causal relationship between human capital and
foreign direct investment in Algeria
(Econometric study over the period 1995-2017)
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Abstract:

This study aim to investigate the causal relationship between foreign direct investment
and human capital in Algeria over the period 1995-2017. Using Toda and Yamamoto
causality test. The results reveal no causal relationship between foreign direct investment
and human capital in both directions. Thus, foreign direct investment led economic
growth models may not be entirely suitable for all developing countries as Algeria
aiming to replicate the economic success of countries such as Singapore, Malaysia and
China unless attention is also paid to human capital development through increased
spending on education and training.

Key words: Foreign Direct Investment, Human Capital, Toda & Yamamoto Causality Test,
Algeria.
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