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Abstract: This study aims to investigate how economic freedom index variables impact the
flow of foreign direct investment in Algeria from 1995 to 2022. To achieve this, we utilized
the Autoregressive Distributed Lag (ARDL) methodology to construct standard models for

each dimension of economic freedom over the study period.

The findings revealed that, after estimating and evaluating various models from economic,
statistical, and measurement perspectives, we identified the optimal model that captures the
relationship between foreign direct investment and factors such as investment freedom, trade
freedom, government integrity, and property rights. Moreover, 42% of short-term errors can
be rectified within the time frame of one year, indicating a movement towards long-term
equilibrium. Assessing the responsiveness of foreign direct investment to changes in its
sources over the long term, we found that each percentage change in model variables is less
than 1%, suggesting that total inbound foreign direct investment does not significantly
respond to variations in model variables.

Keywords: Economic freedom index, Direct foreign investment, An autoregressive model for
slow distributed time lags, Algeria.
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(0.000) (0.000) (0.000) (0.14) (0.21) (0-88)
6.45- 6.32- 6.29- 0.16- 2.27- 2.37- L) CF
(0.000) (0.000) (0.0001) (0.61) (0.18) (0.38)

EViews12 cilayie Je alaieVWU lall dlae) ot jiaal)

Gsiall die %5 e Ji chlinal JSUADF LAY t Jlaal of (1) dsaall DA (e Baadls
e Vs ol (0) ssimall dic ¥ iias ye 43l FW Jaall Apa jiie oo cale slailyy iy IV
bl e e FW Jeal) dgpa aiie gl 4ias ¢l (1) sY) (g5iasal
:zAkall ARDL gigai palig 4lua .3.3
ipall sl Gyt S a3 z3salll sy s Aglae e deall Yol 5 WY1 138 b
FDI = f(FW,FM,CF,IF,FF,TF,GS, PR,GI) :3 ]l 4ally Jiaalls cApaliaidy)
Qaliday (a5 yiie) Laball iad) L) A G 7 el (as A o3 o Cus
amdy iy & O e (bl iall Bhudh chaieS) dalai®¥) dpall slad oy
(bl ¢ Slaa¥) (salai@Y) aviil) Jalpe Calidd o)glat adal
i (Dhsiall (amy Cada deg) Aagiall g3l e HESH Ay iy HUaY) I3 b Ll Ludg
A AR Aty ol Jalye JS i z3sai o Jsanll 2
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FDI = f(IF,CF,GI, PR)
: sl g igall) d2lua .1.3.3
t ) il e ARDL (p,01,02,03,0s) 42la &5 ARDL dngie e slaieYl
Wadll a2 (V) 5l 8 A i
P

FDI, = yg + y1(FDD)—y + y2(IF)e—y + y3(CF)ey + va(Gl)i—y + ys(PR)—y + Zﬁlﬂ"{:PDI}t—l

dy Q= Q= Qa =1
i=0 i=0 = =0

& Bg) il J Gy WS Jlea) e A€ SN ilall aY) L) (S) DI
.(UNCTAD 4gatilly 5)laill sasiall aa¥) yaipe ulily 52l (e 4ide Jguaal)
(@5 @5 Ty 07 F:) el Jidi a3 JaY) Aygha D) (Yse¥aYae Yar 1) Clabeal) g
sl suadll sadl A4S s
i Ngd N e e Blie zdsall Cilyrie Uy add) JKAN 3 e Ja¥) dlsh A8 o Layg
@l i) ) Ll A pe Clhbse it (Jeall) Jashll Ja¥) cleles cilyiie JS 0
e oAl ol Ll pabal sal) SLEWN) B ol ) s
alane & chaall Sabad) el L) dlatu) sae guis (Al 3l 5l ((F, CF,GILPR)
ol 2 dgall iy i) JalSall e ST Bl o Uadyl ol 20aT a2 dag)Y)
FDI dlaia) (e Ay 20 il Lays ¢l(1) ie 3yfiuse z3salll Clpiia Judls IS o (i Lo 2xd
yiiall JalSill a5 (e S ARDL dpmgie Jlasivd 13 WiSad 3yuiall cilyriall pli jaieS
cAde (g Gl prial) u
otial) £ Uay) cilyd aas (§
AIC laal dad Jil auti ARDL z3li 20 Juail e Jganl) & EViews12 galin Jlexinly
oY) (A 8 mage 4 WS

AIC las 335 ARDL g ilai 20 Sl :(01) 8y Jel

Modei19; ARDALL, 3, 2, 3, 1)
Mo ): ARDILT, 5 35 1)

Akalke Information Criteria (top 20 models)

FEFZZEZEEREEEE:
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fad Sl ojeail (DY) e ziges Jumdl s (1.3.2.3.1) ARDL ¢f Jaadls (01) JSa) o
sl (e 85 e Ayl ade i @l (AIC)
Zisall) e G didal) Jalsl duald agag (e (Al (o
t ) Jpaall 8 dsimse mililly agaall Hladl o))
cpiial) Cp didal) Jalsill o CRASH agand) LIRS @il 1(2) a8y Jaad

F-Bounds Test Mull Hypothesis: Mo levels relationship

Test Statistic Value Signif. [[{0)] I{1)
Asymptatic: n=1000

F-statistic 7.012345 10% 22 3.09

k 4 5% 2.56 3.49

2.5% 288 387

1% 3.29 437

EViews12 zaliy cilajia 1 juadll
dapall dall oY) aall e T (7.01) Apbuall Hid dad of 1aadU (2) Jsaad) (e Gam
Apde JalSs aag 4l Gl cdad) Gadll (mdy Ko Y el %105 %55 %2.55 %l
Al dga e (UF CF,GLPR) 5 3ga (4o FDI (py (s2all dlisha 4353 Ao 2a47)
Jashl) saal) B ABlal) cOlaleay Uadl) raal pigal a5 .2.3.3
Ol Aalil) jaiil) il AN Jgand)
oY) Algh A8al) calaay Undd) prasual g dgad il gilid :(3) ad) Jgand)

ECM Ragression
Case 2 Rastricted Constant and No Trend

Varable Coemciant Sid Error -Statstic Frob
[ST{) 0121820 0032767 A717991 0.0040
DOre-1) 0247024 003087 607232362 00000
DAr-2)) 0126940 0023210 4122466 00021
oer) 0001295 0.0002406 A 748280 00030
0001022 00002268 ~A 127487 00106
0 000230 0000368 -0 640700 0 5361
0 004024 0000718 n 640130 00002
0002183 0000842 -4 024103 00024
0000200 0000419 D 737680 04777
CoimtEqg-1)* 0420776 0035208 12 20002 0.0000

Levels Equation
Case 2. Restricted Constant and Mo Trend

Variable Coefficient Std. Error t-Statistic Prob.
IF 0.725041 0.201296 3601870 0.0048
CF 0.009877 0.002236 4 416960 0.0013
Gl 0.016301 0.003957 4119139 0.0021
PR 0.008545 0.002576 3316736 0.0078
c -554740.5 150397.0 -3.688507 0.0042

EC =FDI-(0.7250*F + 0.0099*CF + 0.0163*GI + 0.0085*PR - 554740.4759)

EViews12 zalin clajia Je aliicVh odialll dlae) e 1 jaal)
:4ilanyly ApalaiBY) Gialll) (e g dgalll anii 13.3.3
sz L 525 (0.0000) ysizas (0.42-) Al Uadl) momasa 0 5ydie f 1 (3) dsaadl o
%42 of sl Al dga (e UF,CF,GLPR) 5 iga (o FDI (y Jighll saal) b i il 35a5
a3 sl puagll gadelaill (L) (il Bany 8 lempmaad (Say uaill JaY) sl o
e bl o LSl Jsaal) e ey dashll gaall 8 A il dpailly W skl
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e adY) A Lal Y AN

o G Lla )
cLLa';iz“

el o i e 585 (%32.27) %5 e ST aape IS Jlaa)

; iy ; Lol o gl s
ol as ol o (of Al sand) Al (pe 81 ape 618 Al ARCH Lzl

sl

Ll
el O i e 585 (%78.77) %5 e ST hardDla Jlaal skl a5l
G i g e 8 Adganl dadll e ST Dy sl dgliall | bardbla Sl

cermlall a5l i Bl o euiall aaed)

(43 62) 1l e LoVl fiall) shae] (o aeaal

i dgall) cial Al LAY (o

z3sail)l @hia of (3) 5 (2) alSal b Al (CUSUMSQ) 5 (CUSUM) (gyliial il <yl
05 agaa JAly Gallad) DS A st < elldg o el L) dpaldy

((CUSUM) 3aslaall Blsall aShil gsanall SLs) 1(2) by gl

2018 2019 2020 2021 2022

8% Signifieancn

EViews12 zaliy cilajia 1 juaal)
(CUSUMSQ) 5aslaall Blsall cilagsal oaSLill g ganall JLid) :(3) a8y JS)

1.6
1.2
o.se
04
0.0
1.4
2018 2019 2020 2021 2022
CUSUM of Squares 5% Signficance
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:(Erpuir) jlafiu) dgad dpudly sdlual) ial) jlaiad) 4g e .1
A Al amys JF 8 cyrill gl bl eV WG] (gae Guiy e A

AFDI
Eroiie = —75 = 0-72= > AFDI = 0.72 AIF

Dl Ay 8 bl Cuatin Y el ) sl a1 L) el of G e sy
Siball sl sl aa¥) L) el 52l I gasas %1 5 Luws aclin) of i oIF
(%0.72) S8 dpusiy (<ol JLall ol w813 Saa) ) s 8 Dias)
:(Erprrer) A el 4 all Ladlly jaladl a¥) jlaiiu) 4gp .2
AFDI

Erpi/cr = o7 = 0-0098 = > AFDI = 0.0098 ACF

Aplatll Apall & el Cuatin Y a0 ) 28l i) L) Jea) o e L sas
Sl 1wl bl el W) e 3245 ot %1 o L aclisy) of &1 «CF
(%0.0098) i dpusiy (i) JLall uly o815 M) ) 4 5 Dlias)
:(Erprver) dagsal) Al dpdlly pdlual) ¥ Lty gy .3

AFDI

Eror/cr = g = 0-016 = > AFDI = 0.016 AGI

dasSall Al 4 sl Cuatin Y el U sl aad) L) Jles) o i L sag
Siball A sl il el L) Jlea) 3005 ) gasee %1 2 L ac iyl o 1 <Gl
(%0.016) 8 dpsiy (<l Jla) () 2815 Maal ) dias & D)
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AFDI
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: gl .6
:ADF 4g )8! Wil 1 [ galal)

HMelatustndastedy

Tust ARCH

Fataterc

50

9770 miat. i Sausecy 0 1337 12 alal)

14 alal)

aldl) cldanal) 15 (Galal)
Series Name FDI PR Gl TF GS FW FM CF IF FF
1995 147 500 |[500 [488 [695 [700 [592 [542 [500 |500
1996 1662 |[500 [500 [488 [607 [700 |[57.0 |[542 [500 |50.0
1997 19,9 500 |[500 [488 [655 [700 [560 |[542 [500 |500
1998 2263 |500 |500 [486 [693 [700 [601 [542 [500 [500
1999 2612 [500 [500 [487 [728 [700 [690 [542 [500 [500
2000 2982 [500 [500 [647 [633 |[700 [740 [396 |[500 [500
2001 3593 [300 [500 [646 [633 [700 [782 [596 [500 [500
2002 3984 [300 [500 [650 |[71.2 |[700 [88 [600 |[700 [500
2003 379 300 [500 [652 [749 [700 [789 [504 [700 |30.0
2004 3454 [300 [500 |[741 [624 |700 [8L1 [550 |[700 [300
2005 3563 |[300 [260 [739 [618 [700 [801 [544 [500 [300
2006 3731 [300 [270 [739 |[744 |748 [788 [610 [500 |300
2007 3337 [300 [280 [738 [742 [737 [807 [660 [500 [200
2008 2899 [300 [310 |[770 |[746 |736 [80.2 [688 [400 [300
2009 3287 |30 |30 |772 |[741 [725 |[786 [686 [500 [300
2010 3341 [300 [320 [835 [734 |712 [772 [707 [450 [300
2011 3493 [300 [280 [835 [624 |694 [754 [728 [200 [300
2012 3669 |[300 [200 [829 [479 [663 [763 [728 [200 [300
2013 3531 [300 [290 |[804 [441 |652 [766 678 [200 [300
2014 3353 [300 [287 [805 [510 [663 [678 [608 [450 |300
2015 3742 [300 [360 [800 [387 |[666 |712 [608 |[250 [300
2016 4044 250 [360 [810 |[594 [621 |[681 [608 [300 |30.0
2017 4197 [382 [3L7 |81l [510 |[621 [670 [633 [350 [300
2018 4343 278 290 [740 [459 [681 [699 [635 [250 |30.0
2019 4849 [316 |[289 [764 [487 [616 |749 [674 [300 |300
2020 59,1 379 [283 [754 [526 [630 [762 [662 [300 |300
2021 5963 [ 340 [327 [672 |[554 |635 [843 [574 [300 [300
2022 5978 | 279 |301 |672 [571 [500 [801 [574 |30 30.0
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