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The reality of foreign direct investment and its impact on
economic growth in Algeria: An empirical study
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This study aims to investigate the impact of foreign direct investment on economic growth
rates in Algeria for the period (1990-2018). Algeria has embarked on several economic and
financial reforms since the beginning of the nineties by adopting a market economy system
and enacting several legislations, and adopting a system of incentives that encourages the
freedom of movement of foreign capital in the form of foreign direct investment, pursuant
to economic theories that have proven that foreign direct investment stimulates economic
growth on the short term is driving economic development in the long term. An empirical
study consisting of several econometric and experimental tests for Vector autoregression
model was used in this study using the data of the annual reports and bulletins for Algeria
issued by the World Bank, where the results of this study revealed that there is no impact of
foreign direct investment on economic growth, and it became clear that Algeria suffers from a
decrease in the volume of investment flows of all kinds, and it became necessary to apply clear
development policies and an appropriate sectoral strategy, while providing a more attractive
investment climate for foreign investment.
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UnrestrictedCointegration Rank Test (Maxmum Eigenialug)

Hypothesized Max-Eigen 005
No. of CE(s) Eigenalue Statstic Crifcal Value  Prob™
None 0258873 7.789183 14.8480 04005
Atmost 1 0077039 2.084385 3841458 0.1488

Max-sigenalus st indicates no coiniegratonat the 0.05 lzel
* denotes rejecton of he hypothesizat he 0.05 kel
“MacKinnon-Haug-Michelis (1533) p-aluss
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Roots of Characteristic Folynomial
Endogenoushariables: DGDP DFDI
Exogenousvanables: C
Lagspecfication: 11

Dake: 1272419 Time: 1223

Root Modulus
0.538478 - 0.007068i 0538524
0.538478 + 0.007088i 0538524

No root lies outside the unit cirds,
VAR satisfies the stability conditon.
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VAR LagOnderGelectonCriena
Endogenousariables: GOP FOI
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Dake: 122413 Time: 2231
Sample: 19302018
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UnrestrictedCointegration Rank Test (Trace)

Hypothesized Trace 005
No. of CE(s) Eigenwaluz Statstc Critcal Value  Prob™
None 0258873 9.873518 1543471 02508
Atmost 1 0077039 2.084285 3.841428 0.1488

Trace test indicates no cointegratonat the 0.05 level
* denotes rejection of he hypothesisat the 0.05 lewel
“MacKinnon-Haug-Michelis (1558) p-walues
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Response to Cholesky One S.D. Innovations £2 S E

Response of DGDP to DGDP Response of DGDPto DFDI
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VAR Granger Causality/Block Exogeneity Wald Tests

Date: 12724/19 Time: 14:31
Sample: 1990 2018
Includedobservations: 27

Dependent variable: DGDP

Excluded Chi-sq af Prob
DFDI 0.132585 1 0.7158
Al 0.132585 1 0.7158
Dependentvariable: DFDI
Excluded Chi-sq af Prob
DGDP 0.129989 1 0.7184
Al 0.129989 1 0.7184

Eviews 10 Gl y3ve e 1ol (nat3t slae) (e syeial)

s s WBIE wx g3 W 3y J guand) IS (0 L el g
ALax V1 Al 3L (40 3 yall ol (o Granger aggae
ceead O s (3 il ot 3 O yLaitiw ¥ lad 5 2 Lo g
5yal st 2 ol ¥ Ilan ¥ Al zSL0 (o 3 a0
e 5 bl e ¥ Ol jleiiw) LS (6 giuwas b
SIS ST DIERE PR B (KINTVEN e F o
¥ Ol Oladns 2l on Granger aggae
Of G (Mo V1 Al LI (yo 3 a4l Conaty 5 paldl
O 2. @alad ¥ 5 pald) i W O jleiind ) Cilados
(e N1 bl 8l (pe 3580 Corald Juduild! 3yl

110



113-101 s oo G gilatt g insluaid¥I aghatt (i)eett | (2021) 02 suadtc 13 ot Gl ¥y s Lot 31 Colaat ydll frcanale¥l | JEER- I U P

Sl Ol puai g OLUET uwdi 21 e 1593 ceali ¥ Lghi v
i OLAED 008 juwdi 2 Lgieabus O 3 (SaLaid)
ol et 2% 0.16 (o Lgiadlone foud a5 Coo
U B palalt fiwd e %0 2.07 ) Seesialt LG
2 ($aLaiBYl 9ol droy OF LI ey MLy Saall
et ¥ Ol jlaiiw W1 OLEaAL oy JSin dad yo il
YOS Lbagdn 1 Jnd el OLUEY clase Lei 5 pald)
O 2 dgeudd B patield O Olecuall Gye adly (983
OLAET pewdl 2 Lo 1)9s ($3LalidY) 4ol Sloo iall
1A 10 J 9ol 2 Sumin g1 g 5 Ll e N1 O plaias)

L (p 25801 i 34 B e (bl Eluadli 2l 10 Jguand!

¥l )
Period S.E. DGDP DFDI
1 0.679276 0.046630 99.95337
2 0.798701 0.486320 99.51368
3 0.839164 0.848735 99.15126
4 0.853564 1.064265 98.93573
5 0.858698 1.172436 98.82756
6 0.860509 1.221116 98.77888
7 0.861139 1.241422 98.75858
8 0.861356 1.249438 98.75056
9 0.861429 1.252475 98.74753
10 0.861454 1.253589 98.74641
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Period S.E. DGDP DFDI
1 2.048262 100.0000 0.000000
2 2.262813 99.38931 0.610693
3 2310072 98.73442 1.265577
- 2322374 98.30914 1.690856
5 2326163 98.08932 1.910681
6 2327499 97.98958 2.010423
7 2328004 97.94793 2.052074
8 2328199 97.93150 2.068500
9 2328274 97.92529 2.074713
10 2.328302 97.92301 2.076990
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Correlogram of GDP

Date: 12/23/19 Time: 17:35
Sample: 1990 2018
Includedobservations: 27

Autocomelaion  Parial Comelatien AC PAC OS Prod
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1030025 28152 0002
14030 0030 32670 0001
1-029_ 0122 37.365 0.000

1] |

Correlogram of FDI

Date: 12/23/19 Time: 17:18
Sample: 1990 2018
Includedobservations: 27

Autocorrelalion  Partial Comrelation AC PAC QStat Prod
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' 8-015.. 004 19380 0011
' 9-0.19..-003. 21552 0010
[ 1.-0.18.. 0023 23120 0.010
' 1.029.. 014.. 27532 0004
v |1, 021 004, 29987 0003
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VAR (1) 730yt il :2 Goulll

Vector Autoregression Estimates

Date: 12/23/19 Time: 20:42

sample (adjusted): 1990 2018

Included observations: 27 after adjustment
Standars errors in () & t-statistics in [ 1

DGDPFP DFDI
DGDP({-1) -0 463400 -0.021839
{0.18265) (0.06057)
[-2.53705] [-0.26054]
DFDI(-1) 0.260384 -0.613555
(0.71510) (0.23715)
[0.36412) [-2.58717]
c 0192053 -0.024028
(0.40348) (0.13381)
[ 0.47599] [-0.17957]
R-squared 0.229624 0.225571
Adj R-squared 0.162634 0.158229
Sum sq. resias 96 49366 10.61257
S.E. equation 2048262 0.679276
F-statistic 3.427770 3.349642
Log likelihood -53.94035 -25.24366
Akaike AIC 4.380027 2172589
Schwarz SC 4.525192 2317754
Mean dependent 0.145712 -0.050979
S.D. dependent 2238350 0.740371
Determinant resid covariance (dof adj.) 1.934912
Determinant resid covariance 1.514154
Log likelihood ~79.17795
Akaike information criterion 6.552150
Schwarz criterion 6.842480
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