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The Impact of Governance Indicators on the Ease of Doing Business Index in Algeria:
An Econometric Study Using VAR Model for the Period (2005-2020)
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Abstract:We aim through this study to investigate the impact of governance
indicators on EDB Index in Algeria using the Vector Autoregression (VAR) Model
during the period 2005-2020.

The results of the dynamic behavioral analysis of this model, particularly in the
variance decomposition analysis of the EDB Index in the long term, showed that
the Political Stability Index and the Rule of Law Index significantly influence the
EDB Index, with a contribution rate of 35.77% and 12.03%, respectively, in
explaining the fluctuations in the forecast error variance of the EDB index in
Algeria.

Meanwhile, the impulse response functions analysis of the same model in the long
term revealed significant shocks in the Transparency and Accountability Index,
which had a positive and substantial impact on the EDB Index in Algeria.
Accordingly, the study recommended:

*Supporting political stability and strengthening the Transparency and
Accountability Index through the dissemination of information and data related to
investment based on digitization.

*Developing legal systems that protect investors and ensure their rights.

*Giving great importance to fostering investment partnerships between the public
and private sectors

Keywords:Ease of Doing Business Index; Governance Indicators; Business
Climate; Investment Climate.
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Gyl JsT oy B 3! Judlad| &)y ata) il 4. Jgaz]!
ADF TEST
5 fall Level 1st difference 2sd difference

i) intercept | Interceptétrend none intercept | Intercept &trend | none intercept | Intercept &trend none
) g didedl [ 0.751740- 2.247986- 1.297593 | 3.469261- 3.437940- 3.153004- | 7.354759- 7.286502- 7.424314-

b “-IM\I Al 0.8249 0.4547 0.9493 0.0124 0.0562 0.0021 0.0000 0.0000 0.0000
Lygeend) Bl 1.420550- 2.129496- 0.806469- | 3.375259- 3.287337- 3.354261- 4.719065- 4.740840- 4.752008-

« ‘\-Iﬂ-ﬂ-\h\-f‘w‘ 0.5662 0.5180 0.3624 0.0159 0.0786 0.0011 0.0003 0.0018 0.0000
Gy gl Bedll | 1.699742- 2.082965- 0.853690- | 3.056414- 3.030365- 2.981443-] 7.445744- 7.377660- 7.516102-

govelt “-IMWI Al 04261 0.5441 0.3419 0.0356 0.1331 0.0035 0.0000 0.0000 0.0000
Lpadied [ 1.015683- 2.325910- 0.194924- | 2.167950- 2.204651- 2.226265-] 4.962217- 4.901232- 4.999863-

Rule m\ﬂw‘ 0.3229 0.4132 0.6114 0.2201 0.4774 0.0263 0.0001 0.0011 0.0000
Lpadiedl [ 1.247038- 1.373604- 0.039793- | 4.487221- 5.546925- 4.578910-( 5.717182- 5.683711- 5.670888-

pols ﬁm}lwl 0.6478 0.8586 0.6655 0.0006 0.0001 0.0000 0.0000 0.0001 0.0000
va Lpadiedl [ 2.432577- 2.318094- 0.198020- | 2.082128- 2.015989- 2.175826-] 7.317519- 7.329573- 7.345896-

“-'-“-ﬂ-ﬂ}' Al 01375 0.4177 0.6106 0.2525 0.5804 0.0296 0.0000 0.0000 0.0000

eviews12 moliyy il e slere¥l cis L) slae] (o yiuasd|

de alpanedl 8 oF LasD(ADF) Bussll Lds slasl Bbadls olel Jouxll s o
Jo¥l 3,all AT (e yazul uasd (pols) bl a1 pace ¥ G Byall dsl e 88 tuedu,ull
¥ Aoyl e JolSie bl 51,5231 aze ¥] Al dyull oo AolSae Slpazell ane L8 dules
z3sai plasial o Seoy 40 JolKHl Ay G (o Balise Bulyull foinge Lpiasll Jdludl sda o Lasg
.(Var model)
Sl sl Gl dpums il 5. Jgad! bl Al donys wyums 4.4

VAR Lag Order Selection Criteria
Endogenous variables: EDBI CC GOVEFF RULE VA POLS
Exogenous variables: C
Sample: 2005Q1 2020Q4;
Included observations: 61

Lag LogL LR FPE AIC sC HQ

0 -927.6374 NA 793189.3 | 30.61106 | 30.81869 | 30.69243
1 -405.9934 | 923.5663 | 0.097018 | 14.68831 | 16.14170%| 1525791
2 -347.9643 | 91.32457* | 0.048732* | 13.96604* | 16.66519 | 15.02386*
3 -336.8320 | 15.32969 | 0.120338 | 14.78138 | 18.72629 | 16.32743

eviews12 zaliy @l (e sleae¥l (> Ll slae] (e 1yiasdl

sleaeg AKAIKE Hliae oid (2 J31 @b Jaad @l sl cileys of el Joazdl @l e guslsdl o
Al Aoyl (2 2 3gedl lda (8 i) el aleys of G Lo Al FESHI PR Ry Hannan-Quinn
Z 3508 yudkdd Sy (1 Lald ALl Ayl g i) s Ll Aoy s @3 ] tvar(2) z 3 gel puids 5.4

s JW Jouazdl UM5 (4o (var model) dziadl 1A lassy!

(var model)azall 1A jlamsyl 73903 paas mls 6.Jguz!
Sample (adjusted): 2005Q3 2020Q4 |
Included observations: 62 after adjustments
Standard errors in () & t-statistics in [ ]
EDBI CC
1.326539 | -0.075604

GOVEFF
0.061986

RULE VA
-0.115450 | -0.007414

POLS
-0.141266

EDBI(-1)
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(2020 -2005)

(0.24320) | (0.09478) | (0.09974) | (0.10718) | (0.03769) | (0.09201)
[ 5.45463] | [-0.79764] | [0.62145] | [-1.07713] | [-0.19669] | [-1.53527]
EDBI(-2) -0.351402 | 0.059456 | -0.048256 | 0.107537 | 0.015069 | 0.126496
(0.22532) | (0.08782) | (0.09241) | (0.09931) | (0.03492) | (0.08525)
[-1.55957] | [0.67704] | [-0.52218] | [ 1.08290] | [0.43151] | [ 1.48381]
CC(-1) 0.338894 | 1.035671 | 0.441734 | -0.140287 | -0.074781 | -0.352803
(0.59770) | (0.23295) | (0.24514) | (0.26342) | (0.09263) | (0.22614)
[0.56700] | [4.44586] | [1.80196] | [-0.53255] | [-0.80728] | [-1.56009]
CC(-2) 0.057787 | -0.131882 | -0.216859 | 0.276790 | 0.120957 | 0.292462
(0.59183) | (0.23066) | (0.24273) | (0.26084) | (0.09172) | (0.22392)
[0.09764] | [-0.57175] | [-0.89340] | [ 1.06116] | [ 1.31871] | [ 1.30609]
GOVEFF(-1) 0.118356 | 0.121474 | 1.405672 | 0.135681 | -0.017319 | 0.092981
(0.51099) | (0.19916) | (0.20958) | (0.22521) | (0.07919) | (0.19334)
[0.23162] | [0.60994] | [6.70714] | [ 0.60247] | [-0.21869] | [ 0.48093]
GOVEFF(-2) -0.468722 | 0.008601 | -0.608833 | -0.154607 | 0.042254 | -0.153670
(0.51747) | (0.20168) | (0.21224) | (0.22807) | (0.08020) | (0.19579)
[-0.90579] | [ 0.04264] | [-2.86864] | [-0.67790] | [ 0.52686] | [-0.78488]
RULE(-1) -0.588348 | 0.281834 | -0.369442 | 1.508977 | 0.033638 | 0.224156
(0.55411) | (0.21596) | (0.22726) | (0.24421) | (0.08588) | (0.20965)
[-1.06178] | [1.30501] | [-1.62561] | [6.17892] | [0.39169] | [ 1.06918]
RULE(-2) 0.358790 | -0.409095 | 0.366118 | -0.739846 | -0.054288 | -0.266651
(0.56589) | (0.22055) | (0.23209) | (0.24940) | (0.08770) | (0.21411)
[ 0.63403] | [-1.85486] | [ 1.57746] | [-2.96646] | [-0.61900] | [-1.24541]
VA(-1) 0.288699 | 0.190102 | -0.378848 | 0.218832 | 1.372627 | 0.465121
(1.07960) | (0.42077) | (0.44279) | (0.47581) | (0.16732) | (0.40847)
[ 0.26741] | [0.45180] | [-0.85560] | [ 0.45992] | [ 8.20370] | [ 1.13869]
VA(-2) -0.387064 | -0.269480 | 0.274289 | -0.348971 | -0.476287 | -0.403113
(0.99587) | (0.38814) | (0.40845) | (0.43891) | (0.15434) | (0.37679)
[-0.38867] | [-0.69429] | [ 0.67154] | [-0.79509] | [-3.08591] | [-1.06985]
POLS(-1) 0.189127 | -0.079798 | 0.032593 | 0.002575 | 0.022335 | 1.479900
(0.45516) | (0.17740) | (0.18668) | (0.20060) | (0.07054) | (0.17221)
[ 0.41552] | [-0.44983] | [0.17459] | [ 0.01284] | [ 0.31662] | [ 8.59353]
POLS(-2) -0.373814 | 0.009788 | -0.060783 | -0.029471 | -0.076814 | -0.596131
(0.41827) | (0.16302) | (0.17155) | (0.18435) | (0.06482) | (0.15826)
[-0.89371] | [ 0.06004] | [-0.35431] | [-0.15987] | [-1.18494] | [-3.76688]
C 13.94608 | 6.158374 | 0.839974 | 5.924936 | -0.141520 | 7.695525
(7.86403) | (3.06499) | (3.22536) | (3.46591) | (1.21878) | (2.97540)
[ 1.77340] | [2.00926] | [0.26043] | [ 1.70949] | [-0.11612] | [ 2.58638]
R-squared 0.981777 | 0.946940 | 0.941867 | 0.938144 | 0.981836 | 0.929221
Adj. R-squared 0.977314 | 0.933946 | 0.927630 | 0.922996 | 0.977387 | 0.911887
Sum sq. residy  248.5597 | 37.75711 | 41.81159 | 48.28098 | 5.970280 | 35.58206
S.E. equation| 2.252254 | 0.877812 | 0.923741 | 0.992636 | 0.349059 | 0.852153
F-statistiq 219.9938 | 72.87351 | 66.15788 | 61.93024 | 220.7155 | 53.60791
Log likelihood -131.0192 | -72.59941 | -75.76140 | -80.22119 | -15.42363 | -70.76012
Akaike AIC| 4.645781 | 2.761271 | 2.863271 | 3.007135 | 0.916891 | 2.701939
Schwarz SC 5.091793 | 3.207283 | 3.309283 | 3.453147 | 1.362903 | 3.147951
Mean dependent 144.8226 | 32.54208 | 36.98547 | 22.94555 | 21.64763 | 13.59594
S.D. dependent 14.95347 | 3.415471 | 3.433776 | 3.577110 | 2.321251 | 2.870769
Determinant resid covariance (dof
adj.) 0.014108
Determinant resid covariance 0.003438
Log likelihood -351.9851
Akaike information criterion 13.87049
Schwarz criterion 16.54656
Number of coefficients 78
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: Blaall G101 BLaiLas

13) Lo Y=y 19 (auto correlation test Im) Las| (e aazad o Ghudy @lsld G BoLa ¥ Jelns g
LUl 5529 oty s 1 Ayaiall Lo yall e slezs¥l goke s 1iag Fleall il Llgyl clla oS
oo LiSay Lo 148p=0.9950.05 LJ ablaoll Jlais¥ 2iis e Isletels h=3 o)u3 sl ot dic 13
Q) Jpotll 3 g 98 LS Bloald 315 gy ¥ MUy LacSToy il A all g

auto correlation test Im jLas| w5l 7. Jguzd!

VAR Residual Serial Correlation LM Tests
Sample: 2005Q1 2020Q4
Included observations: 62
Null hypothesis: No serial correlation at lag h
Lag LRE* stat df Prob. Rao F-stat df Prob.
1 15.85098 36 0.9986 0.417684 (36, 169.6) 0.9986
2 3.422097 36 1.0000 0.087196 (36, 169.6) 1.0000 f.ﬂ (o
3 18.29961 36 0.9938 0.485430 (36, 169.6) 0.9939 ’
Null hypothesis: No serial correlation at lags 1 to h 138
Lag LRE* stat df Prob. Rao F-stat df Prob.
1 15.85098 36 0.9986 0.417684 (36, 169.6) 0.9986
2 28.66737 72 1.0000 0.356566 (72, 179.9) 1.0000
3 234.2134 108 0.0000 2.984547 | (108, 156.2) 0.0000
*Edgeworth expansion corrected likelihood ratio statistic.

eviews 12 e sleie¥l oLl slae] opeo tyouasd!
: (Homoscedasticity test) 3ol ol ol jLas |-

Gloall Ll s sl il 8.guxl!

AR Residual Heteroskedasticity Tests (Levels and Squares)
Date: 11/10/24 Time: 14:28
Sample: 2005Q1 2020Q4
Included observations: 61
Joint test:
Prab. df Chi-sq
0.7889 756 724.5729
Individual components:
Prob. Chi-sq(36) Prob. F(36,24) R-squared | Dependent
0.9966 17.20854 0.9999 0.261977 0.282107 resl*resl
0.7405 30.19642 0.8787 0.653526 0.495023 res2*res2
0.9967 17.14881 0.9999 0.260712 0.281128 res3*res3
0.7162 30.75375 0.8576 0.677853 0.504160 resd*resd
0.8943 25.85842 0.9741 0.490557 0.423909 res5*resb
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(2020 -2005)

0.9209 24.77807 0.9839 0.456042 0.406198 res6*res6
0.9785 20.95641 0.9979 0.348893 0.343548 res2*resl
0.9962 17.38023 0.9998 0.265632 0.284922 res3*resl
0.8914 25.96736 0.9729 0.494155 0.425694 res3*res2
0.8753 26.53114 0.9659 0.513142 0.434937 res4*resl
0.9126 25.13781 0.9811 0.467304 0.412095 res4*res2
0.9091 25.28046 0.9799 0.471833 0.414434 res4*res3
0.9753 21.30169 0.9974 0.357726 0.349208 res5*resl
0.8749 26.54316 0.9657 0.513554 0.435134 res5*res2
0.9470 23.44682 0.9915 0.416242 0.384374 res5*res3
0.7746 29.37872 0.9056 0.619387 0.481618 resS*res4
0.9456 23.53279 0.9912 0.418727 0.385783 res6*resl
0.9476 23.41421 0.9917 0.415303 0.383840 res6*res2
0.8551 27.18037 0.9561 0.535791 0.445580 res6*res3
0.8491 27.36402 0.9529 0.542356 0.448590 resé*res4
0.9071 25.36360 0.9791 0.474489 0.415797 res6*ress

eviews 12 Lo sleie¥l o Wl slae] oo i yduaddl

Jeixll § dxs 9]l white Heteroskedasticity ;Las! (e sleze¥l @ledd culadl ol Hlas] mls o)
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var modela,| il Las | .2 . S
INnverse Roots of AR Characteristic Polynomial
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Aagiall BAal 3 Lol yuadll 550 I Jlac¥l duylos Ugn ;o e Alatuall clyiiall wl 5529
atuddl olpsiedl 40 iy Lo sag polasi¥l @ Tay Jles¥l dujles Ugn yd5e bl of Lasdlid
azid Ashall 5501 (3 Lalg (% 0.91:&udy judy 2L Adl 3 Die - rule— (gslal) Boliw o Laaluw)
529 8yilall Ll 3% 42.48 ) Juoy Com S Sy (adssledbidlec¥] duyles g yi5e (nls O
&I pols guleadl el yi3e Logias asell lia e it ohuidd sl ol sy Lo
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Variance Decomposition of EDBI:
Period S.E. EDBI CC GOVEFF POLS RULE VA
1 2.252254 | 100.0000 | 0.000000 | 0.000000 | 0.000000 | 0.000000 | 0.000000
2 3.626738 | 98.99798 | 0.002036 | 0.023249 | 0.021223 | 0.911947 | 0.043567
3 4491789 | 96.11700 | 0.070132 | 0.458313 | 0.365054 | 2.914196 | 0.075303
4 5.054393 | 90.69188 | 0.370300 | 1.848127 | 1.745986 | 5.245637 | 0.098070
5 5.500009 | 82.94679 | 0.670033 | 4.084611 | 4.944213 | 7.238251 | 0.116102
6 5.936421 | 73.93874 | 0.682805 | 6.340372 | 10.22834 | 8.687829 | 0.121912
7 6.414677 | 64.73380 | 0.600863 | 7.780081 | 17.04555 | 9.729468 | 0.110240 § alp
8 6.955345 | 56.09087 | 0.870266 | 8.127889 | 24.25163 | 10.56479 | 0.094557 -
9 7.557394 | 4856117 | 1.668969 | 7.643286 | 30.70582 | 11.32155 | 0.099209
10 8.201320 | 42.48806 | 2.794180 | 6.774752 | 35.77522 | 12.03092 | 0.136867
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Response to Cholesky One S.D. (d.f. adjusted) Innovations
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