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Abstract

This study aims to measure the impact of foreign direct investment on economic growth
in Algeria during the period (1980-2021), the study was divided into two parts; the first part
was devoted to studying the theoretical concepts related to foreign direct investment, as well
as economic growth and the theoretical relationship between them; The second part was
devoted to the applied study in order to find the relationship between the two variables in
Algeria during the study period.

The study concluded that there is a weak relationship between foreign direct investment
and economic growth during the study period. In addition, there is another variable that
affects economic growth in Algeria, which is exports, especially fuels, by more than 95%.

Key Words: Foreign direct investment, economic growth, domestic product.
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FDI GDP

1980 0.823384606 0.790606972
1981 0.029780564 2.999996088
1982 -0.118497114 6.400004115
1983 0.000855798 5.400003025
1984 0.001494768 5.599996529
1985 0.000686577 3.699997255
1986 0.008347245 0.400001003
1987 0.005560703999999999 -0.699997526
1988 0.022031473 -1.000005491
1989 0.021733994 4.400002161
1990 0.000539763 0.80000058

1991 0.025458852 -1.200000586
1992 0.06249592 1.800002303
1993 2.00218e-06 -2.100000758
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1994 2.35055e-06 -0.899996552
1995 2.39439¢-06 3.79999479
1996 0.575183345 4.09999847
1997 0.539669753 1.099999939
1998 1.258825326 5.100003609
1999 0.5994983 3.200001552
2000 0.511220955 3.8
2001 2.033266381 3

2002 1.876239118 5.6
2003 0.939901028 7.2
2004 1.036824406 4.3
2005 1.120174447 59
2006 1.573137468 1.7
2007 1.249646612 3.4
2008 1.543038734 2.4
2009 2.001975533 1.6
2010 1.426963316 3.6
2011 1.285534323 2.899999999
2012 0.717693027 3.4
2013 0.806601359 2.8
2014 0.702589358 3.8
2015 -0.324012191 3.7
2016 1.023696075 3.2
2017 0.723259981 1.3
2018 0.83820742 1.2
2019 0.80414399 1

2020 0.784883313 -5.1
2021 0.531681219 3.5
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FDI GDP

Mean 0.644374 2.568824
Median 0.651044 3.100000
Maximum 2.033266 7.200000
Minimum -0.324012 -5.100000
Std. Dev. 0.637294 2.479885
Skewness 0.491696 -0.727004
Kurtosis 2.302603 3.784842
Jarque-Bera 2.543491 4.777699
Probability 0.280342 0.091735
Sum 27.06372 107.8906
Sum Sq. Dev. 16.65186 252.1431

Observations 42 42
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Covariance Analysis: Ordinary

Sample: 1980 2021
Included observations: 42

Correlation

Probability FDI GDP

FDI 1.000000

GDP 0.170589 1.000000
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Std. Dev.
Skewness
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o I .--- Jarque-Bera
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Series: FDI

Mean
Median

Probability

Sample 1980 2021
Observations 42

0.644374
0.651044
2.033266
-0.324012
0.637294
0.491696
2.302603

2.543491
0.2803421
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Series: GDP
12 Sample 1980 2021
Observations 42
10
Mean 2.568824
8 Median  3.100000

Maximum  7.200000
Minimum -5.100000
Std. Dev. 2.479885

Skewness -0.727004

I I Kurtosis ~ 3.784842

o -.. D | serque-Bera 4777699
3 -2 -1 0 1 2 3 4 5 6 7 8

6 -5 -4 Probability  0.0917351
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ADF Test gl ylor st miles -2-2-2-3
(level) sl e ol mzadl ayl izl Lot w2l oUsl (4-3) o3) Jgodl o
(level) gmnd! s O el gl i jLzst) w0l (4-3): 03y Jguond)
Null Hypothesis: FDI has a unit root

Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based on SIC, maxlag=9)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -3.184328 0.1017
Test critical values: 1% level -4.198503
5% level -3.523623
10% level -3.192902

*MacKinnon (1996) one-sided p-values.

Null Hypothesis: D(FDI) has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 1 (Automatic - based on SIC, maxlag=9)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -6.841064 0.0000
Test critical values: 1% level -4.211868
5% level -3.529758
10% level -3.196411

*MacKinnon (1996) one-sided p-values.

Null Hypothesis: GDP has a unit root
Exogenous: None
Lag Length: 2 (Automatic - based on SIC, maxlag=9)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -1.647945 0.0932
Test critical values: 1% level -2.625606
5% level -1.949609
10% level -1.611593

*MacKinnon (1996) one-sided p-values.
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Null Hypothesis: D(GDP) has a unit root
Exogenous: None
Lag Length: 1 (Automatic - based on SIC, maxlag=9)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -6.668529 0.0000
Test critical values: 1% level -2.625606
5% level -1.949609
10% level -1.611593

*MacKinnon (1996) one-sided p-values.
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Dependent Variable: GDP
Method: Least Squares
Sample: 1980 2021
Included observations: 42

Variable Coefficient Std. Error  t-Statistic Prob.

C 2.141082  0.546191 3.920024 0.0003
FDI 0.663809  0.606247 1.094949 0.2801
R-squared 0.029101 Mean dependent var 2.568824
Adjusted R-squared  0.004828 S.D. dependent var 2.479885

S.E. of regression 2.473892 Akaike info criterion 4.695910
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Sum squared resid 244.8056 Schwarz criterion 4.778656
Log likelihood -96.61411 Hannan-Quinn criter.  4.726240
F-statistic 1.198914 Durbin-Watson stat 1.367599
Prob(F-statistic) 0.280088
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Jsd L) Laddy Lo 1y ¢% 1 (Ssims e Wiliax| gins né9 1,198 2 F-statistic aslasy) ,a&
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Null Hypothesis: ut has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 1 (Automatic - based on SIC, maxlag=9)
t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -2.698179 0.2428
Test critical values: 1% level -4.205004

5% level -3.526609

10% level -3.194611

*MacKinnon (1996) one-sided p-values.
EViews12 sl ol s e slaxeVl ol slie] o gz
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Vector Autoregression Estimates

Included observations: 40 after adjustments

Standard errors in () & t-statistics in [ ]

cduah fadd)

FDI GDP
FDI(-1) 0.589190 0.188558
(0.16070) (0.85209)
[ 3.66642] [ 0.22129]
FDI(-2) 0.145336 0.698234
(0.16152) (0.85647)
[ 0.89977] [ 0.81524]
GDP(-1) 0.005484 0.282336
(0.03267) (0.17325)
[ 0.16785] [ 1.62964]
GDP(-2) 0.029485 0.077219
(0.03725) (0.19752)
[ 0.79152] [ 0.39095]
C 0.088120 1.089253
(0.13205) (0.70017)
[ 0.66734] [ 1.55571]
R-squared 0.556034 0.185202
Adj. R-squared 0.505295 0.092082
Sum sqg. resids 7.208829 202.6809
S.E. equation 0.453835 2.406425
F-statistic 10.95872 1.988854
Log likelihood -22.48608 -89.21261
Akaike AIC 1.374304 4.710630
Schwarz SC 1.585414 4.921740
Mean dependent 0.655264 2.602500
S.D. dependent 0.645246 2.525510
Determinant resid covariance (dof adj.) 1.187665
Determinant resid covariance 0.909306
Log likelihood -111.6136
Akaike information criterion 6.080681
Schwarz criterion 6.502901
Number of coefficients 10

EViews12 by ol s e slaxeVl ol slie] o gz
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Variance

Decomposition of

FDI:

Period S.E. FDI GDP

1 0.453835 100.0000 0.000000
2 0.526480 99.93742 0.062575
3 0.575967 97.90695 2.093049
4 0.605103 96.66958 3.330424
5 0.625821 95.74548 4.254519
6 0.640034 95.16179 4.838206
7 0.650094 94.76584 5.234158
8 0.657200 94.49778 5.502222
9 0.662255 94.31203 5.687974
10 0.665856 94.18232 5.817676
Variance

Decomposition of

GDP:

Period S.E. FDI GDP

1 2.406425 0.424498 99.57550
2 2.500448 0.420465 99.57953
3 2.555503 2.461560 97.53844
4 2.583815 4.079334 95.92067
5 2.606503 5.400086 94.59991
6 2.622126 6.312953 93.68705
7 2.633452 6.963978 93.03602
8 2.641504 7.422658 92.57734
9 2.647277 7.748810 92.25119
10 2.651408 7.980909 92.01909

Cholesky Ordering: FDI GDP

EViews12 sl ol s e sboxeVl o Uall sl oo 2 izl
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Response of FDI:

Period FDI GDP

1 0.453835 0.000000
2 0.266536 0.013170
3 0.218603 0.082280
4 0.170765 0.072463
5 0.145028 0.066847
6 0.121803 0.056183
7 0.103330 0.047972
8 0.087438 0.040547
9 0.074081 0.034375
10 0.062738 0.029105
Response of GDP:

Period FDI GDP

1 -0.156787 2.401312
2 0.041308 0.677977
3 0.366696 0.379328
4 0.334045 0.184161
5 0.307463 0.152401
6 0.259183 0.120450
7 0.221149 0.103044
8 0.186983 0.086668
9 0.158504 0.073568
10 0.134211 0.062256

Cholesky Ordering: FDI GDP

Eviews12 cﬂ\_;f: QL>-J_>U u.l.;« sleceV u_s.JLia_S‘ slae| B I)W\
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Pairwise Granger Causality Tests

Sample: 1980 2021

Lags: 2

Null Hypothesis: Obs F-Statistic Prob.
GDP does not Granger Cause FDI 40 0.46280 0.6333
FDI does not Granger Cause GDP 0.94081 0.4000
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