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Abstract:

This research paper aims to study the impact of formal institutions on
economic performance in Algeria during the period from 1996 to 2020
using the ARDL model proposed by Pesaran et al. (2001). The study found
a long-term relationship between formal institutions and economic
performance. The results also showed that the indicators of trade and
investment freedom, political instability, and corruption have a negative
impact on long-term economic growth in Algeria. The study recommends
the need to combat corruption, enhance transparency, and improve
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governance in formal institutions for strong and sustainable economic
growth.

Keywords: formal institutions, economic performance, Algeria, ARDL.
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Variable Augmented Dickey-Fuller Test Phillips-Perron Test

(s) Level (s) | 1" diff | Integration | Level s) | 1*diff | Integration

Y 0.2633 | -7.1365 I(1) -1.1774 | -7.9773 I(1)
B.FR -1.3201 | -6.3597 I(1) -1.1651 | -7.3389 I(1)
T.FR -2.0711 | -6.2673 I(1) 0.8317 | -6.6740 I(1)
INV -2.2847 | -4.8020 I(1) 0.3239 | -4.2260 I(1)
GDP 0.1707 | -7.1630 I(1) -1.1813 | -7.9218 I(1)
PST -1.4505 | -4.5515 1(0) -2.9229 | -6.4049 1(0)
COR -1.4965 | -4.1317 1(0) -0.2167 | -3.8611 1[(0)
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ARDL Bounds Test

Test Statistic Value Kk
F-statistic 18.16919 6
Critical Value Bounds

Significance 10 Bound 11 Bound
10% 2.12 3.23
5% 2.45 3.61
2.5% 2.75 3.99
1% 3.15 4.43
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ARDL Cointegrating And Long Run Form
Dependent Variable: Y

Selected Model: ARDL(1,0,1,0,1,1, 1)
Sample: 1996- 2020

Cointegrating Form

Variable Coefficient Std. Error t-Statistic Prob.
DB_FR) -0.001481 0.002664 | -0.555940 0.5885
D(T_FR) -0.002218 0.001022 | -2.169342 0.0509
DINV.P -0.037810 0.009522 | -3.970735 0.0019
D(GDP) 0.970139 0.002568 | 377.781976 0.0000
D(PST) -0.080439 0.034020 | -2.364460 0.0358
D(COR) 0.154953 0.101967 1.519632 0.1545
CointEq(-1) -0.092830 0.043602 | -2.129017 0.0547

Cointeq = Y - (-0.0160*B_FR -0.0521*T_FR -0.4073* Inv.P
+0.6798*GDP -0.4312*PST -0.5878*COR + 5.6599)

Long Run Coefticients

Variable

Coefficient

Std. Error

t-Statistic

Prob.
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B_FR -0.015952 0.035296 | -0.451968 0.6594
T_FR -0.052114 0.024857 | -2.096590 0.0579
INV.P -0.407303 0.194963 | -2.089124 0.0587
GDP 0.679751 0.154069 4.412005 0.0008
PST -0.431244 0.435440 | -0.990364 0.3415
COR -0.587789 0.677368 | -0.867755 0.4025
C 5.659946 5.120010 1.105456 0.2906
R -squared = 0.99 Prob(F-statistic) = 0.000000
Adjusted R-squared = 0.99 Durbin-Watson stat = 1.838135
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 2.418379 Prob. F(2,10) 0.1391
Obs*R-squared 7.823959 Prob. Chi-Square(2) 0.1200
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Heteroskedasticity Test: ARCH

F-statistic 2.226133 Prob. F(1,21) 0.1506
Obs*R-squared 2.204459 Prob. Chi-Square(1) 0.1376
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7
Series: Residuals

6 - Sample 1997 2020
Observations 24

51 ] Mean 1.83e-16
Median -0.003655

4 Maximum 0.035035
Minimum -0.025946

3 Std. Dev. 0.014271
Skewness 0.633225

2| Kurtosis 3.286536
Jarque-Bera  1.685997

1 H H Probability ~ 0.430418

0 T T T T T T T T
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(CUSUM of Squares) L= :4 Jad
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