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"New Regionalism" between "Creating Trade" and "Transforming Development" 

econometric study, case of Algeria in period 1985-2015 

 

*

Abstract:The aim of this study used to examine how the new regionalization and its impact on trade 
creation and transformation of the Arab Free Trade Area and the Euro-Mediterranean Partnership, And 
we chose Algeria as a sample for the study and we measured the net effect of trade on gravity models, 
International trade flows, including the phenomena of trade creation and transformation; we used the 
import variable to determine their net effect. The net impact indicators for trade creation were: trade 
creation, trade transformation, economic distance; Economic indicators were selected: GDP growth, 
domestic investment, high technology exports index, human development index, we used set of 
explanatory and complementary indicators represented in the growth of government spending, household 
consumption, GDP. We applied the method of the fully modified FMOLS and the ARDL method to 
estimate the study models. 
Keywords: New regionalism, development integration, trade creation, trade transformation, development 
creation, development transformation, gravity model. 
Jel Classification Codes : F15.F10.F11.F13.C11.O4
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MiGDPjGDPi

CTCDR

   :

Mi = β0 β1 GDPj β2 GDPi β3  CDR β4 CT + U 

U     (error term)           

           β0 , β1 , β2 , β3 , β4
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Human Development Index1990
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 HDI0
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n/data 
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0119852015

ARDL Cointegrating And Long Run Form  

Original dep. variable: MDZA   

Selected Model: ARDL(3, 2, 0, 0)  

Date: 04/26/19   Time: 09:13   

Sample: 1985 2015   

Included observations: 28   

     
Cointegrating Form 

Variable Coefficient Std. Error t-Statistic Prob. 

     
D(MDZA(-1)) 0.346112 0.097937 3.534019 0.0024 

D(MDZA(-2)) -0.202297 0.071712 -2.820980 0.0113 

D(GDPDZA) 0.147957 0.022460 6.587519 0.0000 

D(GDPDZA(-1)) -0.116173 0.028892 -4.021022 0.0008 

D(GDPEU28) 0.000801 0.000347 2.305914 0.0332 

D(CDREUDZA) 11.347054 6.459697 1.756592 0.0960 

D(CTEUDZA) -4684.704364 1388.952342 -3.372833 0.0034 

CointEq(-1) -0.623636 0.076478 -8.154400 0.0000 

    Cointeq = MDZA - (0.3150*GDPDZA + 0.0017*GDPEU28 + 23.6539 *CDREUDZA  -

7652.3083*CTEUDZA  -25641.7189 ) 

     

Long Run Coefficients

Variable Coefficient Std. Error t-Statistic Prob. 

GDPDZA 0.314988 0.030129 10.454625 0.0000 

GDPEU28 0.001749 0.000829 2.109675 0.0491 

CDREUDZA 23.653852 14.701088 1.608987 0.1250 

CTEUDZA -7652.308267 3155.452043 -2.425107 0.0260 

C -25641.718908 9916.514647 -2.585759 0.0186 
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0219852015

ARDL Cointegrating And Long Run Form 
Original dep. variable: MDZA 

Selected Model: ARDL(2, 0, 3, 0) 

Date: 04/26/19   Time: 09:13 
Sample: 1985 2015 

Included observations: 28 

Cointegrating Form 

Variable Coefficient Std. Error t-Statistic Prob. 

D(MDZA(-1)) 0.588852 0.127888 4.604423 0.0002 

D(GDPLAS) 0.007373 0.007581 0.972670 0.3436 

D(GDPDZA) 0.123705 0.068667 1.801534 0.0884 

D(GDPDZA(-1)) -0.230645 0.046113 -5.001738 0.0001 

D(GDPDZA(-2)) -0.103061 0.031207 -3.302471 0.0040 

D(CDRARDZA) -1.642976 3.771169 -0.435668 0.6683 

D(CTARDZA) 6692.069646 2486.318825 2.691557 0.0149 

http://hdr.undp.org/en/data
http://hdr.undp.org/en/data
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CointEq(-1) -1.283622 0.160033 -8.020981 0.0000 

     
     

Cointeq = MDZA - (0.0025*GDPLAS + 0.2785*GDPDZA  -1.5988 *CDRARDZA + 

4012.5478*CTARDZA  -2671.0685 ) 

Long Run Coefficients 

Variable Coefficient Std. Error t-Statistic Prob. 

GDPLAS 0.002507 0.004074 0.615446 0.5460 

GDPDZA 0.278543 0.054701 5.092078 0.0001 

CDRARDZA -1.598848 3.067522 -0.521218 0.6086 

CTARDZA 4012.547786 1613.514310 2.486837 0.0229 

C -2671.068525 1563.177097 -1.708743 0.1047 
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Dependent Variable: GDPDZA   

Method: Fully Modified Least Squares (FMOLS)  

Date: 04/26/19   Time: 23:13   

Sample (adjusted): 1986 2015   

Included observations: 30 after adjustments  

Cointegrating equation deterministics: C CTARDZA CTEUDZA 

Long-run covariance estimate (Bartlett kernel, Newey-West fixed bandwidth 

        = 4.0000)   

     
Variable Coefficient Std. Error t-Statistic Prob. 

GGEDZA 3.336708 0.560137 5.956948 0.0000 

INVDZA 0.555181 0.379998 1.461009 0.1565 

C 16909.14 3961.676 4.268177 0.0002 

CTARDZA -29251.43 9274.393 -3.154000 0.0042 

CTEUDZA 42653.94 6728.127 6.339645 0.0000 

R-squared 0.987825 Mean dependent var 95576.98 

Adjusted R-squared 0.985877 S.D. dependent var 59499.95 

S.E. of regression 7070.927 Sum squared resid 1.25E+09 

Long-run variance 62363731    

Eviews 9

0419852015

Dependent Variable: INVDZA 

Method: Fully Modified Least Squares (FMOLS) 
Date: : 04/26/19   Time: 23:13 

Sample (adjusted): 1986 2015 

Included observations: 30 after adjustments 
Cointegrating equation deterministics: C CTARDZA CTEUDZA 

Long-run covariance estimate (Bartlett kernel, Newey-West fixed bandwidth    = 4.0000) 

Variable Coefficient Std. Error t-Statistic Prob. 

GDPDZA 0.220102 0.087538 2.514371 0.0187 

GGEDZA 0.240359 0.393528 0.610782 0.5469

C 177.0071 2197.017 0.080567 0.9364 

CTARDZA 13247.90 4463.153 2.968282 0.0065 

CTEUDZA 1542.118 4733.786 0.325768 0.7473 

R-squared 0.975215 Mean dependent var 28870.40 

Adjusted R-squared 0.971250 S.D. dependent var 22574.76 

S.E. of regression 3827.759 Sum squared resid 3.66E+08 

Long-run variance 11383336    

Eviews 9
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0619852015

ARDL Cointegrating And Long Run Form 
Original dep. variable: XHTDZA 

Selected Model: ARDL(4, 3, 2, 4) 

Date: : 04/26/19   Time: 23:13 
Sample: 1985 2015 

Included observations: 27 

     
Cointegrating Form 

Variable Coefficient Std. Error t-Statistic Prob. 

D(XHTDZA(-1)) 1.236190 0.293868 4.206617 0.0030 

D(XHTDZA(-2)) 0.695926 0.221283 3.144953 0.0137 

D(XHTDZA(-3)) 0.726313 0.155614 4.667408 0.0016 

D(GDPDZA) 0.000792 0.000153 5.185952 0.0008 

D(GDPDZA(-1)) -0.001266 0.000199 -6.369706 0.0002 

D(GDPDZA(-2)) -0.000498 0.000165 -3.014148 0.0167 

D(GGEDZA) -0.001286 0.000733 -1.754017 0.1175 

D(GGEDZA(-1)) 0.001126 0.000436 2.579730 0.0326 

D(INVDZA) -0.003100 0.000617 -5.020235 0.0010 

D(INVDZA(-1)) 0.002914 0.000488 5.970634 0.0003 

D(INVDZA(-2)) 0.001311 0.000549 2.388972 0.0439 

D(INVDZA(-3)) 0.001226 0.000265 4.619234 0.0017 

D(CTARDZA) 1.894141 5.342557 0.354538 0.7321 

D(CTEUDZA) -20.858786 4.749041 -4.392210 0.0023 

CointEq(-1) -2.142404 0.363632 -5.891683 0.0004 

Cointeq = XHTDZA - (0.0008*GDPDZA + 0.0001*GGEDZA  -0.0021*INVDZA 

-0.2960*CTARDZA  -11.3395*CTEUDZA  -8.1622 ) 

Long Run Coefficients 

Variable Coefficient Std. Error t-Statistic Prob. 

GDPDZA 0.000808 0.000207 3.896984 0.0046 

GGEDZA 0.000118 0.000646 0.182350 0.8598 

INVDZA -0.002110 0.000773 -2.729943 0.0258 

CTARDZA -0.295958 8.053062 -0.036751 0.9716 

CTEUDZA -11.339516 3.735585 -3.035539 0.0162 

C -8.162166 3.541314 -2.304841 0.0501 
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06HDI19852015

Dependent Variable: HDIDZA   

Method: Fully Modified Least Squares (FMOLS)  

Date: : 04/26/19   Time: 23:13   

Sample (adjusted): 1986 2015   

Included observations: 30 after adjustments  

Cointegrating equation deterministics: C CTARDZA CTEUDZA 

Long-run covariance estimate (Bartlett kernel, Newey-West fixed bandwidth = 

4.0000) 

Variable Coefficient Std. Error t-Statistic Prob.   

GDPDZA 2.96E-06 1.52E-06 1.941173 0.0641 

GGEDZA -7.05E-06 6.17E-06 -1.143319 0.2642 

INVDZA -4.17E-06 2.82E-06 -1.475112 0.1532 

C 0.567708 0.034356 16.52433 0.0000 

CTARDZA 0.161977 0.083030 1.950820 0.0628 

CTEUDZA -0.015716 0.074026 -0.212298 0.8337 

R-squared 0.775486     Mean dependent var 0.648464 

Adjusted R-squared 0.728712     S.D. dependent var 0.065650 

S.E. of regression 0.034194     Sum squared resid 0.028061 

Long-run variance 0.002783    

Eviews 9
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