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Abstract:

The study aimed to find out the extent of the impact of foreign direct investment on
economic development in Algeria during the period from 1980 to 2020, and to achieve
the objective of the study, the method of dynamic least squares DOLS was relied upon
as the most suitable for measuring the impact of foreign direct investment on per capita
GDP, Inflation rates, unemployment rates, imports of goods and services, exports of
goods and services in Algeria, after which the diagnostic tests are addressed to
determine the quality of the proposed model.

The study concluded that foreign direct investment had a positive impact on
per capita GDP in Algeria, and its effects varied between positive and negative on the
rest of the variables, as its impact was negative on unemployment and inflation rates
and positive on imports and exports of goods and services.
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Correlogram of FDI
Date: 03/23/22  Time: 0005

Sample: 1980 2020

Included observations: 41

Correlogram of GDPP
Date: 03/23/22 Time: 00:05
Sample: 1980 2020
Included observations: 41

Autocorrelation Partial Correlation AC PAC Q-Stat Prob Autocorrelation Partial Correlation AC PAC Q-Stat Prob
1  E— ! — 1 0714 0714 22481 0000 !  — | — 1 0464 0464 94724 0002
!  — | ! /= 2 0594 171 38389 0.000 ! — ! = 2 0318 0132 14057 0001
1  E—] | =1 3 0586 0236 54319 0000 ! = | Ao 3 02867 0101 17373 0001
1  — | ! 1 4 0505 -0011 66488 0000 ! L [ 1 4 0073 -0141 17624 0001
! == ! ! 5 0429 -0013 75480 0.000 ! mo ! ! 5 0087 0034 17 844 0003
1 = [ 1 6 0286 -0222 79593 0.000 ! g ! po & 0100 0078 18351 0005
1 = | | 7 0294 0148 84078 0000 ! il | [l 7 0133 0110 19272 0007
! = ! ! 8 0263 -0018 87 765 0000 [ 1 | m— 1 8 -0.104 -0.306 19849 0011
1 = [ 1 9 0122 -0.149 88589 0.000 [y = ! [ = ! 9 -0.186 -0.166 21.762 0.010
1 a o ! ! 10 0072 -0.045 88885 0000 [y 1 [ 1 10 -0.214 -0.076 24 373 0007
! ! [ ! 11 -0.023 -0.173 88918 0.000 = 1 | = 11 -0.164 0.161 25953 0007
[ 1 [ 1 12 -0.091 -0.078 89420 0000 [ 1 [ 1 12 -0.200 -0.136 28384 0005
1 1 [ 1 13 -0.227 -0229 92655 0000 [ 1 ! 1 13 -0.102 0.009 29042 0006
| ! [ ! 14 -0.320 -0.076 99357 0000 [ = 1 [ = 1 14 -0.122 -0.126 30011 0008
= ! | po 15 -0.276 0086 10452 0000 | m— 1 [ 1 15 -0.299 -0.134 36076 0002
| — 1 ! 1 16 -0.334 -0.024 11238 0000 = 1 ! 1 16 -0.210 0.022 39.199 0.001
 — ! ! ! 17 -0.368 0004 12231 0000 1 | = 1 17 -0.315 -0.213 46474 0000
= ! | = 1 18 -0.295 0.182 12898 0000 = 1 | 1 18 -0.178 0060 48901 0000
| m— 1 [ 1 19 -0.345 -0.179 13854 0000 g 1 | 1 19 -0.087 0018 49504 0000
 — ! ! ! 20 -0.322 0062 14722 0000 [ ! ! ! 20 -0.056 0013 49768 0000
- . ~ . -
Jo¥ @pall wie duwgyil! JudlultCorrelogram cpw :2 =l
Correlogram of DFDI Correlogram of DGDPP
Date: 05/15/22 Time: 07:32 Date: 05/15/22 Time: 07:33
Sample (adjusted): 1981 2020 Sample (adjusted): 1981 2020
Included observations: 40 after adjustments Included observations: 40 after adjustments
Autocorrelation Partial Correlation AC PAC Q-Stat Prob Autocorrelation Partial Correlation AC PAC Q-Stat Prob
= 1 = ! 1 -0.277 0277 33009 0069 = 1 = 1 1 -0.253 -0253 27634 0096
Ly 1 = ! 2 -0.195 -0295 49891 0083 g 1 [ | 1 2 -0.075 -0.148 30101 0222
! | = ! ! 3 0.128 -0.028 5.7286 0.126 ! B ! g 3 0161 0.111 4.1826 0.242
1 1 [ | 4 -0.011 -0.037 57338 0220 [ 1 [ 1 4 -0.163 -0.110 54207 0247
1 @ | = 5 0134 0181 65985 0252 [ 1 [y | 1 5 -0.050 -0.105 55388 0354
= ! = ! & -0.280 -0.222 10.459 0.107 ! ! g ! 6 -0.030 -0.125 5.5831 0.471
1 g ! ! 7 0068 -0022 10698 0152 ! = ! | 7 0278 0295 95071 0218
! /1 ! g 8 0192 0084 12642 0125 [y ! roq ! 8 -0.162 -0.038 10879 0209
= 1 [ | 9 -0.166 -0.034 14139 0117 | 1 o 1 9 -0.017 -0039 10896 0283
1 po ! g 10 0078 0080 14486 0152 [ = 1 | ! 10 -0.105 -02982 11513 0319
LI ! ! ! 11 -0.058 -0.028 14679 0198 ! ! ! g 11 0023 0075 11544 0399
1 @ | @ 12 0126 0109 15628 0209 g 1 [ 1 12 -0.095 -0.116 12090 0439
g 1 [ | 13 -0.068 -0.070 159821 0253 | @ 1 =1 13 0131 0214 13157 0436
= ! == ! 14 -0.247 -0.195 19.854 0.135 ! = ! ! 14 0.151 -0.007 14.622 0.404
1 = rg | 15 0.186 -0.059 22171 0103 = 1 1 mo 15 -0.127 0062 15714 0401
LI 1 [ | 16 -0.051 -0.091 22353 0132 | =1 1 g 16 0184 0096 18086 0319
[y == ! = ! 17 -0.186 -0.245 24877 0.098 = ! g ! 17 -0.222 -0.085 21.688 0.197
1 /= ! a o 18 0191 0099 27653 0068 ! po 1 ! 18 0.050 -0015 21875 0238
L 1 [y | 19 -0.121 -0131 28815 0.069 | 1 1 g 1 19 -0.030 -0.0686 21949 0287
1 1 = | 20 -0.043 -0.218 28974 0088 ! 1 1 1 20 0.038 0028 22070 0337
Correlogram of DINF Correlogram of DCH
Date: 05/15/22 Time: 07:35 Date. 05/15/22 Twne. 07 .36
Sample (adjusted) 1981 2020 Sample (adjusted). 1981 2020
Included observations: 40 after adjustments Included observations: 40 after adjustments
Autacarrelation Partial Correlation AC PAC Q-Stat Prob Autocorrelation Partial Correlation AC PAC Q-Stat Prob
| po 1 0.068 0.068 0.2005 0.654 1 0199 0199 1.7128 0191
e 1 2 -0.151 -0.156 1.2037 0.548 2 -0.062 -0.106 1.8841 0.390
I I 3 0031 0056 12486 0741 3 -0.095 -0.064 22959 0.513
! ! 4 0039 0009 13205 0858 4 -0.048 -0.021 24014 0662
't ! 5 -0.073 -0066 15769 0904 5 0.349 0371 82596 0142
[ = 1 6 -0127 -0113 2 3722 0882 6 0031 -0162 83070 0216
[ 1 7 0246 -0262 54417 0606 7 0103 0216 88498 0264
[ = 1 8 -0.131 -0.146 6 3360 0610 8 0196 0197 10871 0208
1 7 9 0098 0045 68560 0652 89 -0212 0339 13287 0150
! ! 10 -0.037 -0.079 69332 0732 10 -0.221 -0269 16032 0099
! ! 11 0.061 0105 7.1506 0.787 11 -0.205 -0.009 18470 0071
= 1 12 -0.184 -0.305 9.1845 0.687 12 0.041 -0.050 18.573 0.099
| | 13 0.026 -0.008 92279 0.756 13 0.126 -0.193 19.566 0.107
| S 14 0091 -0.104 97602 0779 14 -0.170 0.011 21.436 0.091
I I 15 -0.021 -0.087 97894 0833 15 -0.127 0082 22527 0095
o ! 16 -0.078 -0.062 10229 0854 16 -0.180 -0196 24 805 0073
| = 17 0164 0131 12195 0788 17 -0.155 -0.030 2655 0065
1 1 18 0027 -0078 12250 0834 18 -0.113 0025 27525 0070
1= 1 19 -0.183 -0 277 15227 0708 18 -0.108 -0116 28 457 0075
1 S 20 0115 0023 16 337 0695 20 0171 0096 30802 0056
Correlogram of DIMP Correlogram of DX
Date: 05/15/22 Time: 07:37 Date: 05/15/22 Time: 07:38
Sample (adjusted): 1981 2020 Sample (adjusted): 1981 2020
Included observations: 40 after adjustments Included observations: 40 after adjustments
Autocorrelation Partial Correlation AC PAC Q-Stat Prob Autocorrelation Partial Correlation AC PAC Q-Stat Prob
[ [ 1 0.074 0074 02370 0.626 P P 1 D069 0.069 02072 0649
= . 2 -0.387 -0.394 68416 0033 L = L = 2 -0.189 -0.195 1.7899 0.409
O ! o ! 3 -0.147 -0.093 7.8250 0050 ! ! ! ! 3 0012 0043 17962 0616
! ! g 4 -0.009 -0.170 7.8292 0.098 ! ! | ! 4 0006 -0.038 17977 0773
! ! ! ! & 0048 -0.046 79377 0160 ! /| ! = 5 0127 0147 25669 0766
L = L = & 0175 0114 94471 0150 L = ) L = ) 6 0.186 0.164 42677 0640
! [ ! [ 7 0123 0112 10215 0177 g ! g ! 7 -0.100 -0.083 47806 0687
LI rg 8 -0.193 -0.1089 12161 0144 1 ! rop o 8 0003 0085 47812 0781
| | | 9 -0.041 0129 12252 0199 L = 9 -0.157 -0.237 61208 0728
! [ ! ! 10 0.097 0023 12774 0237 ! ! ! ! 10 -0.028 0026 61648 0801
g o L= | 11 -0.121 -0.154 13.617 0.255 [ = ! ! 11 0.142 0.021 7.3386 0.771
= 1 | 12 -0.257 -0.298 17.578 0129 ! ! ! ! 12 0.009 -0.003 7.3439 0834
L g 13 0.158 0.078 19128 0119 rg o g o 13 -0.124 -0.060 82859 0824
1 = 1 po 14 0258 0062 23414 0054 Ly 1 [y 1 14 -0.162 -0.171 10002 0762
! ! ! ! 15 -0.027 0.019 23.462 0.075 ! ! [ I 15 -0.009 0.088 10.007 0819
g o ! ! 16 -0.103 -0.010 24208 0085 ! ! [ 16 -0.012 -0.166 10017 0866
g 1 ! 17 -0.135 -0.047 25536 0083 ! ! | 1 17 -0.006 0.051 10.020 0903
g o 1 1 18 -0.085 0.001 26.093 0.098 g o [ = . 18 -0.067 -0.122 10.361 0.919
! ! L 19 0.010 -0.126 26101 0127 rg g 19 -0.158 -0.107 12.364 0.869
LI i | L = B 20 0.304 0147 33845 0027 Ly R g 20 -0.203 -0.167 15.834 0727
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Date: O3/22/22 Time: 2347

Sample (adjusted): 1982 2020
Included observations: 38 after adju
Trend assumption: Linear determmini
Series £ P FDOIMNE CH 2 1M
Lags interval (in first differences):

1

Johansen Cointegration Test

Strents
stic trend

to 1

Unrestricted Cointegration Rank Te

st (Trace)

Hypothesized

Trace 005
Critical Walue

ro. of CE(s) Eigenvalue Statistic Frob. ==
Morne = 0643481 101 6237 95 75366 o.o18s5

At o most 1 O ABS225 H1 40042 B9 81889 0. 19499
AL oSt 2 O 342345 39 04953 A7 B5613 O 25835
At most 3 0. 248032 22 70562 29 79707 02608
AL TGOSt 9 O 197532 11 58821 15 49471 O 1F77re
At most S 0074175 30057 A4E 2841465 0. 0830

Trace test indicates 1 cointegrating
=~ denotes rejection of the hypothes
*hackinnon-Haug-hMichelis (1989)

Unrestricted Cointegration FRank Test (Maxirmum Eigernvalue)

eqrn(s) at the 005 lewel
= at the 0.06 level
povalues

Hyvpothesized Max-Eigen
PO, of CGE(s) Eigenwvalue Statistic Prob. ==
MNone = 0643481 40 22330 O.0481
AL ost 1 O ARE225 22 25089 O 5805
At rmost 2 0. 342345 1634391 O 5354
At rmost 3 0. ZaAB0O32 11 11741 O 63256
At most 4 0. 197532 8. 582460 0. 3225
AL rmost 5 D.O7vaA417Ts 3 O0OST A6 00830

Max-cigenvalue test
~ denotes rejection of the hypothes
==hdackinnon-Haug-hMichelis (1999)

iNdicates 1 cointegrating eqn(s) at the 005 level

at ther 005 levwer
povalues

3l GDOLS b alusiuly yald! @il HLetludld ggueiill 5% 7 5Le 1432l

Dependent Variable: GDPP

Method: Dynamic Least Squares (DOLS)

Date: 03/22/22 Time: 23°57

Sample (adjusted): 1983 2019

Included observations: 37 after adjustments

Cointegrating equation deterministics: C

Automatic leads and lags specification (lead=1 and lag=2 based on AIC
criterion, max=2)

Long-run variance estimate (Bartlett kernel, Newey-West fixed bandwidth

Dependent Variable: INF

Method: Dynamic Least Squares (DOLS)

Date: 03/23/22 Time: 00:13

Sample (adjusted): 1981 2018

Included observations: 38 after adjustments

Cointegrating equation deterministics: C

Automatic leads and lags specification (lead=2 and lag=0 based on AIC
criterion, max=2)

Long-run variance estimate (Bartlett kernel, Newey-West fixed bandwidth

= 4.0000) = 4.0000)
Variable Coefficient  Std. Error t-Statistic Prob. Wariable Coefficient Std. Error t-Statistic Prob.
FDI 2882568 0.799776 -3.604219 0.0041 FDI 10.51456 2.489616 -4 223365 0.0006
INF -0.221518 0.041896 -5.287348 0.0003 GDPP -4.145628 0.802858 -5.163590 0.0001
CH 0.294218 0.051002 5.768747 0.0001 CH 1.292170 0225228 5737175 0.0000
X 0.231650 0.051100 4.633217 0.0009 X 0.934113 0.186031 5.021272 0.0001
IMP 0.234229 0.076048 3.080010 0.0105 P 0.845455 0.344459 2.454441 0.0252
o] -13.93894 3215542 4335177 0.0012 c -55.40229 1427845  -3.880132 0.0012
R-squared 0.934524  Mean dependent var 0641446 R-squared 0909147  Mean dependent var 9.028957
Adjusted R-squared 0.785715 S.D. dependent var 2.395526 Adjusted R-squared 0802260 S.D. dependent var 8.375720
S.E. of regression 1.108810  Sum squared resid 13.562650 S.E. of regression 3724512 Sum squared resid 2358238
Long-run variance 0.441428 Long-run variance 16.301186
Dependent Variable: CH Dependent Variable: IMP
Method: Dynamic Least Squares (DOLS) Method: Dynamic Least Squares (DOLS)
Date: 03/23/22 Time: 00:22 Date: 03/23/22 Time: 00:40
Sample (adjusted): 1981 2018 Sample (adjusted): 1982 2018
Included observations: 38 after adjustments Igc\u?ed ntbservatmtns, 37;"&” ad{ustrrg;ants
Cointegrating equation deterministics: G AD‘” egra ‘Fg ;:qua ;‘flﬂ © Erm"}!s 165 \ead=2 and lag=1 based on AIG
Automatic leads and lags specification (lead=2 and lag=0 based on SIC utomatic leads anc_\ags spec ication (lead=2 and lag=1 based on
. gs sp g criterion, max=2)
criterion, max=2) Long-run variance estimate (Bartlett kernel, Newey-\West fixed bandwidth
Long-run variance estimate (Bartlett kernel, Newey-West fixed bandwidth = 4.0000)
= 4.0000)
Variable Coefficient Std. Error t-Statistic Prob.
Variable Coefficient Std. Error t-Statistic Prob.
FDI 12 32915 2 633262 4 682083 0.0007
FDI -7.972750 1.765821 4.515038 0.0003 GDPP 2585418 1.193926 2 165475 0.0532
GDPP 2438225 0.444636 5£.483649 0.0000 INF 0.760264 0.275132 2763275 0.0184
INF 0.697989 0.104899 6.653907 0.0000 CH -1.034742 0.206779 -5.004099 0.0004
X -0.604614 0.119306 -5.067739 0.0001 X -0.753667 0.163834 -4.600188 0.0008
IMP 0772575 0139295 5546339  0.0000 < 91.18180  4.261877  12.00924  0.0000
c 43 67864 4599608 9496165 0.0000 R-squared 0.935504 Mean dependent var 26.58891
Adjusted R-squared 0.7889821 S D. dependent var 4436623
R-squared 0.961049  Mean dependent var 17.68574 S.E. of regression 2.038334 Sum squared resid 4570284
Adjusted R-squared 0915224 S.D. dependent var 7.404232 Long-run variance 4378039
S_E. of regression 2155845 Sum squared resid 79.01026 .
Long-run variance 5181199

Dependent Variable: X

Date: 03/23/22 Time: 00:29

Sample (adjusted): 1981 2018

Included observations: 38 after a

Cointegrating equation determini

Automatic leads and lags specifi
criterion, max=2

Method: Dynamic Least Squares (DOLS)

Long-run variance estimate (Bartlett kernel, Newey-\WWest fixed bandwidth

djustments
stics: C
cation (lead=2 and lag=0 based on SIC

= 4.0000)
“ariable Coefficient Std. Error t-Statistic Prob._
FDI 15 46966 1957764 7. 901698 0_0000
GDPP 3. 926520 0. 862953 4 550095 00003
INFE 1.124967 0.212685 5.289367 0.0001
CH -1_266066 0. 230682 -5.488367 00000
(1% | o -0.994467 0.304414 -3.266821 0.0045
c 56 45225 10.58152 5.334983 00001
R-squared 0912263 Mean dependent var 30.34634
Adjusted R-squared 0.809043 S.D. dependent var 9. 465729
S_E. of regression 4. 136393 Sum squared resid 290.8658
Long-run variance 1220959
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