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Abstract :

The objective of this study is to measure the impact of institutional quality and economic
growth on the well-being in Algeria during the period 1995-2019, using the co-integration approach,
vector auto regression (VAR) model, and the granger causality test. The study found a causal relationship
between the institutional quality index and the economic growth rate going from the first to the second .
The results also show an adverse effect of the economic growth rate on well-being, and a direct impact of
the institutional quality index on well-being in Algeria during the period of study. These results confirm
the findings of previous studies, that is, the level of well-being is not linked to economic growth but to
institutional quality.
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Date: 02/27/21 Time: 16:29
Sample (adjusted): 1997 2019
Included observations: 23 after adjustments
Trend assumption: Linear deterministic trend
Series: IDH GDP INST
Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None 0.366732 18.46722 29.79707 0.5317
Atmost1l 0.258736 7.959408 15.49471 0.4698
At most 2 0.045591 1.073255 3.841466 0.3002

Trace testindicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None 0.366732 10.50781 21.13162 0.6960
At most 1l 0.258736 6.886152 14.26460 0.5027
At most 2 0.045591 1.073255 3.841466 0.3002

Max-eigenvalue test indicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Eviews 10 by ol 2 sl
Gl granger L) wits c 1103, gl
Paitwise Granger Causality Tests

Date: 02/27/21 Time: 16:23
Sample: 1995 2019

Lags: 2

Null Hypothesis: Obs F-Statistic Prob.
GDP does not Granger Cause IDH 23 0.40610 0.6722
IDH does not Granger Cause GDP 2.57834 0.1036
INST does not Granger Cause IDH 23 0.61342 0.5524
IDH does not Granger Cause INST 2.82278 0.0858
INST does not Granger Cause GDP 23 5.00000 0.0188
GDP does not Granger Cause INST 0.53523 0.5946

Eviews 10 gz, b2 1 jaall
VAR T35 o) bl s s wad it I 55 ol

VAR Lag Order Selection Criteria
Endogenous variables: IDH GDP INST
Exogenous variables:

Date: 02/27/21 Time: 16:19

Sample: 1995 2019

Included observations: 23

Lag LogL LR FPE AIC SC HOQ
1 8.255389 NA 0.000215* 0.064749* 0.509073* 0.176495*
2 16.27689 11.85788 0.000242 0.149835 1.038483 0.373328

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion

Eviews 10 gz, bz 1 jaal
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Vector Autoregression Estimates

Date: 02/27/21 Time: 00:39
Sample (adjusted): 1996 201

Included observations: 24 after adjustments

9

Standard errors in () & t-statistics in []

IDH GDP INST
IDH(-1) 0.987438 -7.005318 -1.881069
(0.00912) (3.15928) (5.17934)
[108.280] [-2.21738] [-0.36319]
GDP(-1) -0.000668 0.024160 -0.106679
(0.00060) (0.20717) (0.33964)
[-1.11784] [0.11662] [-0.31410]
INST(-1) 0.000338 0.149767 1.023144
(0.00013) (0.04592) (0.07527)
[2.55341] [3.26176] [13.5921]
R-squared 0.994354 0.340993 0.751115
Adj. R-squared 0.993817 0.278230 0.727411
Sum sq. resids 0.000325 39.00637 104.8354
S.E. equation 0.003934 1.362882 2.234314
F-statistic 1849.308 5.433056 31.68811
Log likelihood 100.4624 -39.88258 -51.74657
Akaike AIC -8.121865 3.573548 4.562214
Schwarz SC -7.974608 3.720805 4.709471
Mean dependent 0.702333 3.295833 53.64583
S.D. dependent 0.050028 1.604201 4.279474
Determinant resid covariance (dof adj.) 0.000130
Determinant resid covariance 8.72E-05
Log likelihood 10.00352
Akaike information criterion -0.083627
Schwarz criterion 0.358144
Number of coefficients 9
Eviews 10 b, ol 2 sl
Variance décomposition .l L€ #5151V 13, sl
Variance Decomposition of IDH:
Period S.E. IDH GDP INST
1 0.003934 100.0000 0.000000 0.000000
2 0.005835 95.19712 3.273229 1.529656
3 0.007402 91.50235 4.751695 3.745958
4 0.008840 87.80371 5.671824 6.524470
5 0.010230 83.94734 6.335798 9.716860
6 0.011614 79.97810 6.844762 13.17714
7 0.013014 75.97753 7.244227 16.77825
8 0.014444 72.02289 7.559871 20.41724
9 0.015913 68.17590 7.808765 24.01533
10 0.017426 64.48105 8.003521 27.51543

Eviews 10 moby ol 2 sl
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Response to Cholesky One S.D. (d.f. adjusted) Innovations

Response of IDH to GDP

Response of IDH to INST

.004 - .004 |
.003 .003 |
.002 .002
.001 .001 -
.000 .000
-001 -001
-002 T T T T T T T T T -002 T T T T T T T T T
1 2 3 4 5 6 7 8 9 10 2 3 4 5 6 7 8 9 10
Response of GDP to GDP Response of GDP to INST
1.2 1.2
0.8 0.8
0.4 0.4
0.0 — 0.0
L e A A m e — T T T T T T
1 2 3 4 5 6 7 8 9 10 2 3 4 5 6 7 8 9 10
Response of INST to GDP Response of INST to INST
2.0 2.0
1.5 1.5
1.0 1.0
0.5 0.5
0.0 0.0
0.5 0.5
T T T T T T T T T T T T T T T T T T
1 2 3 a4 5 A 7 1 ] 10 2 3 a4 5 A 7 R Qq 10
Eviews 10 gz, ol 1l

2019-1995 sah Jol= AL 2al ) Jo (oolasVl sadlly olusl) 335 i

466



