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Abstract :

This study investigates the impact of key macroeconomic variables on Foreign Direct
Investment (FDI) inflows in Algeria over the period 2000-2024, using the Autoregressive Distributed
Lag (ARDL) modeling approach. The analysis focuses on four main indicators representing the
business environment: trade openness, GDP per capita, inflation rate, and interest rate. The objective is
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to assess the existence and nature of both short- and long-run relationships between these variables
and FDI inflows.

The empirical results confirm the existence of a long-run equilibrium relationship between FDI and
both trade openness and GDP per capita. This indicates that market size and integration into the global
economy are significant determinants of FDI attractiveness. In contrast, inflation and exchange rate
volatility showed no statistically significant effects, suggesting that non-economic factors—such as
political risk and institutional inefficiencies—may also play a role in deterring FDI. Interestingly,
interest rate was found to have a positive effect in certain model specifications, reflecting the unique
characteristics of the Algerian financial and investment climate.

These findings align with several previous studies on African and emerging economies, which
emphasize the importance of structural reforms, business climate improvements, and macroeconomic
stability in attracting sustainable and diversified foreign investments. Enhancing institutional quality
and reducing administrative barriers remain essential steps toward leveraging FDI as a driver of
economic diversification and long-term growth in Algeria.

Keywords: Foreign Direct Investment (FDI), Trade, Business Environment, Algeria, ARDL Model,
Macroeconomic Indicators.
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Breusch-Godfrey Serial Correlation LM Test:
MNull hypothesis: No serial correlation at up to 2 lags

F-statistic
Obs*"R-squared

0.399504
1.241785

Prob. F(2,14)
Prob. Chi-Square(2)

Heteroskedasticity Test: Breusch-Pagan-Godfrey
MNull hypothesis: Homoskedasticity

0.e781
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F-statistic
Obs™"R-squared
Scaled explained SS
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Prob. F(6.16)
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