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The impact of Algerian immigrant remittances on economic growth
Standard study for the period 1980-2020
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Abstract : This study aims to test the effect of Algerian immigrants' remittances on

supporting economic growth in Algeria during the period 1990-2020, using the co-
integration and causality tests and the directed error correction model.

The results of the standard study showed a long-term relationship between the
remittances of Algerian immigrants and economic growth in Algeria, but the effect of
immigrant remittances was inversely and statistically unintestinal on economic
growth, and the causality test showed that neither of them caused the other’s changes.
As for the estimation of the relationship in the short term, it showed that economic
growth returns to a state of equilibrium when exposed to shocks or imbalances in an
estimated period of two years and about four months. These results are logical given
the small size of these remittances and their weak contribution, which did not exceed
03% of Algeria's GDP during the study period.

Key words: Economic growth, Immigrant remittances, Foreign capital flows,
Cointegration, Causality test.
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Null Hypothesis: RESIDO has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=9)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -6.241182 0.0000
Test critical values: 1% level -3.615588
5% level -2.941145
10% level -2.609066

*MacKinnon (1996) one-sided p-values.
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VAR Lag Order Selection Criteria
Endogenous variables: GDPPC REM
Exogenous variables: C

Date: 07/07/22 Time: 05:23
Sample: 1980 2020

Included observations: 38

Lag LogL LR FPE AIC SC HQ
0 -138.1807 NA 5.485999 7.377929 7.464118 7.408594
1 -114.4906 43.63951* 1.947442* 6.341612* 6.600179* 6.433608*
2 -111.9372 4.434841 2.106578 6.417749 6.848693 6.571076
3 -108.4951 5.616183 2.181173 6.447109 7.050430 6.661766

* 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
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Date: 07/07/22 Time: 05:26

Sample (adjusted): 1982 2020

Included observations: 39 after adjustments
Trend assumption: Linear deterministic trend
Series: GDPPC REM

Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.208442 16.87575 15.49471 0.0308
At most 1 * 0.180416 7.759397 3.841466 0.0053

Trace test indicates 2 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
*MacKinnon-Haug-Michelis (1999) p-values
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Dependent Variable: GDPPC
Method: Least Squares
Date: 07/07/22 Time: 05:34
Sample: 1980 2020

Included observations: 41

Variable Coefficient Std. Error t-Statistic Prob.

REM -0.368420 0.406121 -0.907167 0.3699

C 0.995519 0.612231 1.626051 0.1120

R-squared 0.020665 Mean dependent var 0.554980

Adjusted R-squared -0.004446 S.D. dependent var 2.381964

S.E. of regression 2.387253 Akaike info criterion 4.625714

Sum squared resid 222.2601 Schwarz criterion 4.709303

Log likelihood -92.82715 Hannan-Quinn criter. 4.656153

F-statistic 0.822952 Durbin-Watson stat 0.908169
Prob(F-statistic) 0.369890
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Vector Error Correction Estimates

Date: 07/11/22 Time: 13:47

Sample (adjusted): 1982 2020

Included observations: 39 after adjustments
Standard errors in () & t-statistics in [ ]

Cointegrating Eq: CointEql
GDPPC(-1) 1.000000
REM(-1) 0.044227
(0.76918)
[ 0.05750]
C -0.717453
Error Correction: D(GDPPC) D(REM)
CointEql -0.422302 -0.059014
(0.16058) (0.05505)
[-2.62989] [-1.07200]

184



el Alyd ((63LaBY) gadl e it et OOed T JWEl Olgs

R-squared 0.262778 0.039874
Adj. R-squared 0.199588 -0.042422
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Dependent Variable: D(GDPPC)

Method: Least Squares (Gauss-Newton / Marquardt steps)

Date: 07/12/22 Time: 03:21

Sample (adjusted): 1982 2020

Included observations: 39 after adjustments

D(GDPPC) = C(1)*( GDPPC(-1) + 0.0442266185281*REM(-1) -
0.717452895914 ) + C(2)*D(GDPPC(-1)) + C(3)*D(REM(-1)) + C(4)

Coefficient Std. Error t-Statistic Prob.

C(1) -0.422302 0.160578 -2.629890 0.0126

C(2) -0.128055 0.163084 -0.785207 0.4376

C(3) -0.548467 0.493904 -1.110471 0.2744

C(4) -0.015150 0.326046 -0.046465 0.9632
R-squared 0.262778 Mean dependent var -0.020587
Adjusted R-squared 0.199588 S.D. dependent var 2.275585
S.E. of regression 2.035869 Akaike info criterion 4.356637
Sum squared resid 145.0667 Schwarz criterion 4527259
Log likelihood -80.95443 Hannan-Quinn criter. 4.417855
F-statistic 4.158514 Durbin-Watson stat 1.805014
Prob(F-statistic) 0.012757
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Pairwise Granger Causality Tests

Date: 07/07/22 Time: 05:38
Sample: 1980 2020

Lags: 1

Null Hypothesis: Obs F-Statistic Prob.
REM does not Granger Cause GDPPC 40 0.28000 0.5999
GDPPC does not Granger Cause REM 2.16804 0.1494
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