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Using ARDL approach to study the impact of the financial liberalization policy on
economic growth in Algeria during the period 1990-2018
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Abstract:

The aim of this study is to measure the impact of financial liberalization in its various aspects on
economic growth in Algeria during the period from 1990 to 2018 using the ARDL approach. The
results indicate that the Algerian financial liberalization policy has a relatively acceptable positive
impact on the achieved economic growth rates; where the domestic credit by financial sector ratio,
the money supply ratio and trade openness ratio have shown a positive and significant impact, and
the real interest rate ration has shown a negative and significative effect on the growth rate of per
capita GDP, while the domestic credit ration to private sector by banks did not have any significant
effect. However, the impact of the financial liberalization policy on the economic growth in Algeria
is weak due to the lack of compliance with the conditions and requirements for the success of this
policy. Therefore, Algeria has to do more efforts and reforms to activate the role of the financial

sector to stimulate the economic growth.

Keywords: Financial Liberalization Policy; Economic Growth; Financial Sector; Algerian
Economy; Autoregressive Distributed Lag (ARDL) approach
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Augmented Dickey—-Fuller Unit Root Test

At Level At I** Difference Order of
Variables | t-statistic | Critical | Prob. | t-statistic | Critical Prob. Integration
Value Value
(5%) (5%)
GDPC -1.8454 | -1.9538 | 0.0627 | -8.4271 | -1.9538* | 0.0000* 1(1)
DCFS -0.2159 | -1.9538 | 0.5991 | -3.3262 | -1.9538* | 0.0018* 1(1)
DCPS -5.3585 | -3.5806 | 0.0009* _ _ _ 1)
DEEP 0.4701 -1.9533 | 0.8100 | 5.1238 -1.9538 | 0.0000* 1(1)
RIR -3.6250 | -1.9533 | 0.0008* _ _ _ 1.0)
TROP 0.1879 -1.9533 | 0.7333 | -4.9981 -1.9538 | 0.0000* 1(1)

Note: * shows significance at 5% level.
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Dependent Variable: gdpc
Selected Model: ARDL (1, 2, 3, 3, 3, 3)
Variable Coeflicient
GDPC (-1) -0.3382
(0.1262)
DCFS 0.7143
(0.0400)*
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DCFS (-1) 0.4565
(0.0105)*

DCFS (-2) ~0.4469
(0.0302)*

DCPS ~2.1990
(0.0288)*

DCPS (-1) 25937
(0.0094)*

DCPS (-2) 0.0195
(0.7486)

DCPS (-3) ~0.2681
(0.0033)*

DEEP 0.6135
(0.0168)*

DEEP (-1) ~0.5251
(0.1085)

DEEP (-2) 07092
(0.0522)

DEEP (-3) 0.3935
(0.0280)*

RINR 0.0083
(0.8981)

RINR (-1) 0.4108
(0.0180)*

RINR (-2) ~0.2205
(0.0468)*

RINR (-3) ~0.0664
(0.0797)

TROP 1.3232
(0.0437)*

TROP (-1) 0.6829
(0.0123)*

TROP (-3) ~0.2781
(0.0680)

TROP (-2) ~0.9165
(0.0191)*
C ~189.0686
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(0.0190)*
F-statistic 84607
(0.0131)*
R-squared 0.9713
Adjusted R-squared 0.8564
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Test Statistic Value K
F-statistic 13.33470 5
Critical Value Bounds
Significance I, Bounds I; Bounds
10% 226 3.35
5% 202 3.79
1% 3.41 4.68
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Dependent Variable: gdpc
Selected Model: ARDL (1, 2, 3, 3, 3, 3)
Variable Coefticient
DCFS 0.7143
(0.0400)*
DCFS (-1) 0.4469
(0.0302)*
DCPS -2.1990
(0.0288)*
DCPS (-1) -0.0195
(0.7486)
DCPS (-2) 0.2681
(0.0033)*
DEEP 0.6135
(0.0168)*
DEEP (-1) -07092
(0.0522)
DEEP (-2) -0.3935
(0.0280)*
RINR 0.0083
(0.8951)
RINR (-1) 0.2205
(0.0468)*
RINR (-2) 0.0664
(0.0797)
TROP 1.3232
(0.0437)*
TROP (-1) 0.2781
(0.0650)
TROP (-2) -0.9165
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(0.0191)%
ECT(-1) -1.3382
(0.0008)*
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Dependent Variable: gdpc
Selected Model: ARDL (1, 2, 3, 3, 3, 3)
Variable Coefficient
DCFS 0.7143
(0.0400)*
DCFS (-1) 0.4469
(0.0302)*
DCPSs -2.1990
(0.0288)*
DCPS (-1) -0.0195
(0.7486)
DCPS (-2) 0.2681
(0.0033)*
DEEP 0.6135
(0.0168)*
DEEP (1) ~07092
(0.0522)
DEEP (-2) -0.3935
(0.0280)*
RINR 0.0083
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(0.8981)

RINR (-1) 0.2205
(0.0468)*

RINR (-2) 0.0664
(0.0797)

TROP 1.3232
(0.0437)*

TROP (-1) 0.2781
(0.0680)

TROP (-2) 09165
(0.0191)*

ECT/(-1) ~1.3382
(0.0008)*
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Jarque-Bera Normality Distribution Test slas 3 )l wjsd jlas) -
Breusch-Pagan-Godfrey heteroscedasticity Test slasY s b @l pds jlas) -
Breusch-Godfrey Serial Correlation LM Test lasdl ol A3 LY e oSl jlas -

i) SV il 1(06) 08y Juon)

Test Jarque Berra / F- Results
statistics
(p-values)
Residual Normality: 0.5568 Normal distribution
Jarque Berra Test (0.3728)
Heteroscedasticity: 1.5512 No
Breusch-Pagan-Godfrey Test (0.3314) Heteroscedasticity
Serial Correlation: 1.2983 No serial
Breusch-Godfrey LM Test (0.3322) correlation
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