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Institutional quality indicators and their impact on attracting foreign direct 

investment in Algeria using the ARDL model.

 
 

Abstract:  

   

      The study aims to clarify the impact of institutional quality indicators on attracting foreign 

investment during the period (2000-2020) in Algeria. And that there is a negative relationship between 

property rights (PR) and foreign direct investment (FDI) in the short and long term, while freedom of 

trade TF turns out to have a positive effect on foreign direct investment (FDI) in the short and long 

term. Based on the aforementioned observations and to increase foreign direct investment flows to the 

Algerian economy, public policy makers in Algeria need to examine the results of the state in 

institutional quality indicators and adopt the necessary remedial measures, because it is the only way 

to enhance foreign direct investment flows. 
 

Keywords: foreign direct investment, institutional quality, indicators of economic freedom, Algeria 

JEL Classification Cods : F21, B52. 
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 المتغيرات ADF جةالنتي

 المستوى الفرق الأول

I(0) 0.0002 0.0120 fdi 

I(1) 0.0010 0.4648 MONT 

I(1) 0.0614 0.8494 PR 

I(1) 0.0 259 0.6147 TF 

http://www.worldbank.org/
http://www.heritage.org/
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 Lag LogL LR FPE AIC SC HQ 

       
       

0 -182.9010 NA   1539.055  18.69010  18.88924  18.72897 

1 -154.2938 42.91084*   455.3971*     17.42938* 18.42511*   17.62375* 

 * 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 

95% 90%    K=3 

I(1) I(0) I(1) I(0)        

4.35 3.23 3.77 2.72 F-stat  

    4.866175  F(fdi,/ , MONT , PR, TF  )               
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 Cointegrating Form 

Variable Coefficient Std. Error t-Statistic Prob.*   

MONT -0.014516 0.036743 -0.395077 0.6992 

PR -0.028656 0.033496 -0.855496 0.4078 

TF 0.060656 0.024175 2.824535 0.0143 

CointEq(-1) -0.770336 0.241781 -3.186095 0.0072 
 

-0.770336 0.241781 -3.186095 0.0072 

F-Stat 3.964216 Adj. R- 

Squared 

0.483489 

R- Squared 0.646598 DW stat 2.254108 

 

    Cointeq = FDI - (0.0663*MONT  -0.0372*PR + 0.0071*TF  -3.3296 ) 

 

Variable Coefficient Std. Error t-Statistic Prob.    

MONT 0.066307 0.027716 2.392349 0.0325 

PR -0.037199 0.048110 -0.773210 0.4532 

TF 0.007143 0.020181 0.353934 0.7291 

C -3.329606 3.242805 -1.026767 0.3233 
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