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The impact of foreign direct investment on the growth of the industrial
sector in Algeria, An analytical and econometric study using the
autoregressive distributed lags (ARDL) model for the period (1980-2023)
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Abstract

This study aims to address the conceptual framework of foreign direct investment, which
is considered the most important source of financing that have witnessed remarkable
development and received great attention. given the role it plays in the transfer of the
technology and modern techniques which leads raising the efficiency of various economic
sectors, especially the industrial sector, which is considered a strategic sector in Algeria.
Based on the primary objective that the theoretical study translates in addition on the
standard applied aspect, in order to determine the impact of direct foreign investment
variable on the growth rate of the industrial sector in Algeria during the period 1980-2023
using the Autoregressive Distributed Time Lags (ARDL) model. This study concluded
that there is a positive impact in the long term of foreign direct investment on the growth
of the industrial sector in Algeria.

Key Words: Investment, Direct foreign investment, Economic sectors, Industrial sector,
Algeria, Autoregressive Distributed Lags model.
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(ADF jlal) Gsahl Judldt el st :(02)03y Jaur

VAI INV TCH RP
t-Statistic 2273488 | -2.307727 | 0517109 | -2.762610
With Constant Prob. 0.1849 0.1742 0.9854 0.0722
no no n0 *
_ t-Statistic 3160555 | -3.057579 | -5111995 | -2.854455
With Constant & Prob. 0.1060 0.1293 0.0010 0.1869
Trend
n0 n0 ikl n0
_ t-Statistic 1087739 | -1.928954 | 1494078 | -1.496058
Without Constant & Prob. 0.2463 0.0522 0.9645 0.1245
Trend
n0 * n0 n0
At First Difference
d(VAI) d(INV) d(TCH) d(RP)
t-Statistic 6240794 | -8.226450 | -4.343875 | -6.142472
With Constant Prob. 0.0000 0.0000 0.0013 0.0000
*k*k *k*k *k*k *k*k
. t-Statistic 6227383 | -8.121926 | -4271373 | -5.361970
With Constant & Prob. 0.0000 0.0000 0.0082 0.0004
Trend
*k*k *k*k *k*k *k*k
. t-Statistic 7345460 | -8.343963 | -3.555580 | -6.202228
W'th"”;rce(r’]r&“a”t & Prob. 0.0000 0.0000 0.0007 0.0000
*k*k *kk *kk *kk
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Akaike Information Criteria (top 20 models)
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Model 480: ARDL(1, 0, 4, 0)
Model455: ARDL(1, 1, 4, 0)
Model 430: ARDL(1, 2, 4, 0)
Model 500: ARDL(1, 0, 0, 0)
Model479: ARDL(1, 0, 4, 1)
Model355: ARDL(2, 0, 4, 0)
Model 495: ARDL(1, 0, 1, 0)
Model454: ARDL(1, 1, 4, 1)
Model330: ARDL(2, 1, 4, 0)
Model375: ARDL(2, 0, 0, 0)
Model 405: ARDL(1, 3, 4, 0)
Model 490: ARDL(1, 0, 2, 0)
Model370: ARDL(2, 0, 1, 0)
Model485: ARDL(1, 0, 3, 0)
Model499: ARDL(1, 0, 0, 1)
Model305: ARDL(2, 2, 4, 0)
Model429: ARDL(1, 2, 4, 1)
Model 120: ARDL(4, 0, 1, 0)
Model475: ARDL(1, 1, 0, 0)
Model478: ARDL(1, 0, 4, 2)
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ARDL Bounds Test
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F-statistic  4.585631
Critical VValue Bounds

10 Bound 11 Bound Significance
2.37 3.20 10%
2.79 3.67 5%
3.15 4.08 2.5%
3.65 4.66 1%
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ARDL Cointegrating And Long Run Form
Dependent Variable : DVAI
Selected Model : ARDL (1, 0, 4, 0)
Date : 01/30/25 Time :15:14
Sample : 1980 2023
Included observations : 39

Cointegrating Form

Variable Coefficient Std. Error  t-Statistic Prob.

D(DTCH) 0.095923 0.087062 1.101772  0.2793
D(DRP) 0.822786 0.118863  6.922114  0.0000

D (DRP (-1)) 0.063332 0.118813 0.533039  0.5979
D (DRP (-2)) -0.107959 0.118477 -0.911223 0.3694
D (DRP (-3)) -0.252065 0.117342 -2.148118 0.0399
D(DINV) 0.194168 1.316034  0.147540 0.8837
CointEq (-1) -1.275713 0.166757 -7.650116  0.0000

Cointeq = DVAI - (0.0752*DTCH + 1.0753*DRP -0.1522*DINV -
0.5473)

Long Run Coefficients

Variable Coefficient Std. Error  t-Statistic Prob.
DTCH 0.018523 0.008693 2.130746  0.0368
DRP 1.075324 0.232220 4.630623  0.0001
DINV 0.044463 0.020339 2.186024  0.0443
C -0.755467 0.192209 -3.930439 0.0289
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