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Abstract:

The study aimed to investigate the impact of economic stability on attracting foreign direct
investment (FDI) in Algeria during the period 2000-2023, to achieve this objective, the study
adopted a quantitative approach by examining the effect of selected economic stability indicators
(inflation rate, unemployment rate, gross domestic product , and balance of payments) on FDI
inflows , the johansen cointegration model was employed for the analysis the findings revealed
several key results, most notably a positive and significant impact of both the gdp and the balance
of payments on foreign direct investment in Algeria during he study period
Keywords :economic stability ,foreign direct investment , cointegration model ,johansen
JEL Classification E60¢ F21:C32 «C32.
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VAR Lag Order Selection Criteria

Endogenous variables: FDI GDP INF EMP CAB
Exogenous variables: C

Date: 02/02/25 Time: 19:40

Sample: 2000 2023

Included observations: 23

Lag LogL LR FPE AlC sC HQ
o -251.0050 NA 3204.132 22.26131 22.50815 22.32339
1 -179.5585 105.6167* 60.02767* 18.22247* 19.70355* 18.59496*
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Date: 01/31/25 Time: 14:23

Sample (adjusted): 2002 2023

Included observations: 22 after adjustments
Trend assumption: Linear deterministic trend
Series: FDI GDP INF CAB EMP

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 * 0.877539 109.0729 69.81889 0.0000
At most 1 * 0.671358 62.87365 47.85613 0.0011
At most 2 * 0.548464 38.39238 29.79707 0.0040
At most 3 * 0.413956 20.90018 15.49471 0.0069
At most 4 * 0.340088 9.144260 3.841465 0.0025

Trace test indicates 5 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.877539 46.19921 33.87687 0.0011
At most 1 0.671358 24.48127 27.58434 0.1188
At most 2 0.548464 17.49220 21.13162 0.1500
At most 3 0.413956 11.75592 14.26460 0.1201
At most 4 * 0.340088 9.144260 3.841465 0.0025

Max-eigenvalue test indicates 1 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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Pairwise Granger Causality Tests

Date: 02/02/25 Time: 19:46
Sample: 2000 2023

Lags: 1

Null Hypothesis: Obs  F-Statistic Prob.
GDP does not Granger Cause FDI 23 5.01641 0.0366
FDI does not Granger Cause GDP 1.79870 0.1949
INF does not Granger Cause FDI 23 0.92291 0.3482
FDI does not Granger Cause INF 1.98449 0.1743
CAB does not Granger Cause FDI 23 8.31070 0.0092
FDI does not Granger Cause CAB 0.02558 0.8745
EMP does not Granger Cause FDI 23 3.85097 0.0638
FDI does not Granger Cause EMP 0.50755 0.4844
INF does not Granger Cause GDP 23 0.01899 0.8918
GDP does not Granger Cause INF 1.22301 0.2819
CAB does not Granger Cause GDP 23 0.10708 0.7469
GDP does not Granger Cause CAB 1.36000 0.2573
EMP does not Granger Cause GDP 23 7.77180 0.0114
GDP does not Granger Cause EMP 9.99975 0.0049
CAB does not Granger Cause INF 23 0.09704 0.7586
INF does not Granger Cause CAB 0.06399 0.8029
EMP does not Granger Cause INF 23 0.35280 0.5592
INF does not Granger Cause EMP 1.30236 0.2673
EMP does not Granger Cause CAB 23 0.89787 0.3547
CAB does not Granger Cause EMP 0.50098 0.4872
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Roots of Characteristic Polynomial .. .
Endogenous variables: FDI cDP INF Emplverse Roots of AR Characteristic Polynomial

cAB

Exogenous variables: 15
Lag specification: 1 1
Date: 01/31/25 Time: 21:54 1.0

Root Modulus 05 .
1.000000 1.000000
1.000000 1.000000 0.0 ° ° ° 1
1.000000 1 .000000
0.631919 0.631919 -05 o "
-0.505979 0.505979
-0.058366 - 0.465583i 0.469227 1.0
-0.058366 + 0.465583i 0.469227 i
0.166730 - 0.346105i 0.384171
0.166730 + 0.346105i 0.384171 -1.5
0 280460 0 280460 -1 0 1

eviewsl2 iz » ol 2 1 jall
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o ST 2 50.8682,0.7336 L e 225 1 ol s et 2l andll adlent Lol
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Sample: 2000 2023
Included observations: 22

Null hypothesis: No serial correlation at lag h

Lag LRE* stat Df Prob. Rao F-stat df Prob.

1 21.25513 25 0.6783 0.771230 (25, 20.1) 0.7336
18.16906 25 0.8351 0.624649 (25, 20.1) 0.8682

Null hypothesis: No serial correlation atlags 1 to h

Lag LRE* stat Df Prob. Rao F-stat df Prob.
1 21.25513 25 0.6783 0.771230 (25, 20.1) 0.7336
2 NA 50 NA NA (50, NA) NA

*Edgeworth expansion corrected likelihood ratio statistic.

eviewsl2 iz, ol 2 ydall

537



PG AW Yl ees § @3l ) jaay) i
2023-2000 & ;20 &l d il y

Ry ol 8

Lol lE aus 1e13.8.5

o i adey 0.05 o ST 20.54440 =, 4 semliChi SO J alam Y1 aadl) alet Lo
el s O St e S sl sl Al 3 a0l
Wl il pds jlast wits 1(09) @3 J g

VEC Residual Heteroskedasticity Tests (Levels and Squares)

Date: 01/31/25 Time: 22:04
Sample: 2000 2023
Included observations: 22

Joint test:

Chi-sq df

Prob.

207.0607 210

0.5444

eviewsl?2 iz, ol 2 1yl
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fd=10 e dlez) Wb ol 5 ¢ Bpemd) 7.894768 & )5 ) 1o &)l L) 2ad IV o oy
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VEC Residual Normality Tests

Orthogonalization: Cholesky (Lutkepohl)

Null Hypothesis: Residuals are multivariate normal

Date: 01/31/25 Time: 22:05
Sample: 2000 2023
Included observations: 22

Component Skewness Chi-sq Df Prob.™
1 0.379537 0.528177 1 0. 4674
2 -0.154234 0.087223 1 0.7677
3 -0.339278 0.azzo069 1 0.5159
< -0.499595 0. 915181 1 0.3387
£ -1.081994 4.292609 1 0.0383
Joint 6. 245259 5 o.z831
Component Kurtosis Chi-sq Dr Prob
1 2 959483 ©0.001505 1 0.9691
2 3.005493 2. 77E-05 1 o.9958
3 3.917431 0.771539 1 0.3797
a 2. 358598 0377113 1 0.5392
5 3.738050 0. 499325 1 o.a7os
Joint 1. 649509 s o.s9s52
Component Jarque-Bera (=24 Prob
1 o. 529682 =2 0. 7673
= o.087251 = 09573
3 1.193608 2 0.5506
4 1.292294 2 0.5241
5 4. 791934 2 o.0911
Joint 7.8sa7es 10 o 6391

*Approximate p-values do not account for coefficient

Estimation
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