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Summary:

This study aims to know the effect of institutional quality on domestic investment in
Algeria during the period 1996 to 2018 by using independent variables that express the
institutional quality represented in political freedom and expressed in the arithmetic
mean of governance indicators (government effectiveness index, organizational quality
index, law rules index, The index of controlling corruption), and economic freedom,
expressed in the arithmetic mean of the indicators of economic freedom (freedom of
action, freedom of investment, freedom of trade, monetary freedom, financial freedom),
in addition to a dummy variable that expresses the structural change in domestic
investment. Express it in fixed capital values.

To achieve this purpose, time series data covering the study period were used, and the
ARDL model was applied using Eviews. The results of the study showed that there is a
positive impact of political freedom on domestic investment, and a negative impact of
economic freedom.

Key Words: Institutional Quality, Domestic Investment, ARDL Regression Model
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2 Narayan, P: The saving and investment nexus for China-Evidence from cointegration tests, Applied
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! Pesaran, M. and Pesaran, B: Time Series Econometrics: Using Microfit 5.0 (Window Version).Oxford: Oxford
University Press, 2009

2 Pesaran, M. and Pesaran, B: Working with Microfit 4.0 : Interactive Econometric Analysis. Oxford: Oxford
University Press. 1997
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UNIT ROOT TEST RESULTS TABLE (ADF)
Null Hypothesis: the vanable has a unit root
AtLevel
| Y X1 x2 xX3
With Constant t-Statistic -0.5517 -1.7558 -1.4701 -1.3207
Prob. 0.8625 0.39717 0.5295 0.6077
n0 n0 nO n0
With Constant & Trend t-Statistic -29818 -1.4815 -2.3046 -1.2036
| Prob. 0.7598 0.8049 04745 0.8846
nO n0 nO n0
Without Constant & Trend t-Statistic 09044 -0.7519 -0.4780 -0.6071
Prob. 0.8960 0.3790 0.4969 0.4428
n0 n0 nO n0
¢ Fi Difs
| acY) agx1) a(xX2) aei3)
With Constant t-Statistic -3.6569 -3.6465 57622 -4.0950
Prob. 0.0133 0.0136 0.0007 0.0057
With Constant & Trend t-Statistic -4.1282 -3.7359 -5.8987 -3.3068
Prob. 0.0227 0.0427 0.0005 0.0968
Without Constant & Trend t-Statistic -3.5308 -3.7042 -5.8554 -4 1985
Prob. 0.0012 0.0008 0.0000 0.0002
Notes:
3 (")Significant at the 109%,; ("*)Significant at the 5%, (***) Significant at the 1% and (no) Not Significant
ib: Lag Length based on SIC
1c Probability based on MacKinnon (1996) one-sided p-values

Eviews]0 galiy cla iian o slaicYl Adhll dae) (a1 jdadl)
otd Js¥) @l e e LS (grinaal) tie Bjin Cad e o (14) Jsaad) PA (e o
Sl meie alatinly eliial Jalll Ll slal e & Ges (1) o) e Al
.(ARDL) 4akliall de)sall Liiaill ol gadll
ragaal) mgda Jlenialy ¢l idial) Jalsal HLad) @ Ll
A Cusy (Stepwise) clgladll saia HEAY) Al e zisall Glyiie Hladl A sl &
JaY) Ayl 453 ABDLe g o dpail) Aygina o dalgnd i s @il Alkiusal) Ciuriall JIAy)
My e Lalaiay) iy Jag puil) odn (3 8 agasy 5315 Ly Lo (Ll o A40T) oY) 850
b el iy Y
Apall z g bl Z3sail) Uy 8 Loyl ctia Al iyl Jle alaieV) 23 dayylall o3g] Wiy
shalall ey e ladie) 85 X4 angll juaiall ¢ X3haiil) e X24alaiV ) dpal) X1 duslud

.(Schwarz Bayesian Criterion) jLas (335
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Dependent Variable: Y

Method: ARDL

Date: 08/20/20 Time: 10:55

Sample (adjusted): 1998 2018

Included observations: 20 after adjustments
Maximum dependent lags: 3 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (3 lags, automatic): X1 X2 X3
Fixed regressors: X4 C

Number of models evalulated: 192

Selected Model: ARDL(3, 1, 3, 2)

Variable Coefficient Std. Error t-Statistic Prob.*

Y(-1) 0.922044 0.125215 7.363712 0.0003

Y(-2) -0.393505 0.145970 -2.695802 0.0358

Y(-3) -0.107799 0.071380 -1.510219 0.1817

X1 8.063310 2.164312 3.725576 0.0098

X1(-1) 2.110802 2241362 0941750 0.3827

xX2 -0.214949 0.062608 -3.433256 0.0139

X2(-1) -0.235577 0.046704 -5.044059 0.0023

xX2(-2) 0.132377 0.056131 2358363 0.0564

X2(-3) -0.117108 0.079677 -1.469780 0.1920

X3 -0.583178 0.054512 -10.69811 0.0000

X3(-1) 0.604665 0.069477 8.703127 0.0001

X3(-2) -0.195851 0.080421 -2.435320 0.0508

X4 4485877 0642018 6987156 0.0004

C 51.31727 7.847505 6.539310 0.0006

R-squared 0.999182 Mean dependentvar 30.87632

Adjusted R-squared 0.997408 S.D.dependentvar 7.674293

S.E. of regression 0.390686 Akaike info criterion 1.154204

Sum squared resid 0.915815 Schwarz criterion 1.851216

Log likelihood 24579623 Hannan-Quinn criter. 1.290268

F-statistic 563.4754 Durbin-Watson stat 2.398832
Prob(F-statistic) 0.000000

*Note: p-values and any subsequent tests do not account for model
selection.

Eviews]0 galiy claAdua o slaicYl Lhl) dae) G juaal)

2% Aysh L8l spasl asanl) grgde SN (16)dsand)

Cela Cun Faglan) Clus mil sl Joaall masy (ARDL) sl et lial ) JEyy
lede Jpeanl) 5 ol wdll 5 ez gl 3 Aapall will golel) anll Gad e LT (F=23.42)
%10 5%5:%]1 ysiee Dilysiss xico(Pesaran et al. 2001) o JS leayil Al Jglaall

F-Bounds Test Null Hypothesis: No levels relationship

Test Statistic Value Signif. 1(0) (1)
Asymptotic: n=1000

F-statistic 23.42619 10% 237 32

k 3 5% 279 3.67

25% 3.15 4.08

1% 3.65 466

Eviews10 galiy clajiiva o slaic¥l 4kl dae) (a1 juaal)
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iy Ja¥) sl 4535 Ao agag pde Aniad Gy (g) aaall dpah (i pe iz dgal) il )
e aY) Al 4l ABle agns S5 (g) Al Syt G jide JalSS 3gas Al A il
(X4 cat sl priall 5 X3 Lol jass ¢ X24palai@¥) Ayl X1 dpulpnd) Gy pall ) Al il
bl 8 Y dad) SN il
s omall] gaally Jughll gaall ddle a5 :AIG
tdushall saal) ABMe a1
) Ly lgale adieall Akl clpaial p JaY) Alsh 45 Ae d5as e 2SH 2ny
b lalrall 85 Alayall 038 (panaiig (ARDL) gz 3sail 8y Ja¥) lygha A8Ua)) (ol 2 58 Coguue
L llsall Jsaall A mase 5o LS cJyshall oY)

(V) @bl pdiall Jyshall Ja¥) zigad cilalaa il gilii :(17) Joaa

Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
X1 17.56395 2.154906 8.150682 0.0002
X2 -0.751401 0.217665 -3.452095 0.0136
X3 -0.301010 0.094427 -3.187750 0.0189

C 88.59093 11.49911 7.704157 0.0003

EC=Y-(17.5640*X1 -0.7514*X2 -0.3010*X3 + 88.5909 )

Eviews]0 galiy cla dian o alaie¥l Adhll dae) (e jdadl
tsl) edted Joandl 8 dsnally Jushall Ja¥) 8 ool 7 3gail iyl
X1 dwbad) 4 ) -
) Ayl sy ) WS (o cggimas spb Jaall Hléin) e el Gyl il o la 68
Ghially a8all dalse dngill o2y %17.56395 dpwy ol L) ana o) %1 Ay
e it dalse LedSaludl) e syhasly o 5ilal) 2o 58y dpapatil) 33 5all5 dasSall dyllad (golaidy)
Ol 8Ly
X2 Agalaniy) 4y al) -
L 1 gsinas gyl Jaad) L) o gsinas oS Wil ola 2 4palaidy) dyall dually
Ay LoV Apall Jone 2 LS Cun daall L al) il 4aleai@Y) pall Gy
ApalaidY) Al haie ae G2y L 13y %0.75 Lty Jaall HLinwY) aas aissl %1
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Gl (lany Allad e Sab ¢ )00 hbigplly 3SHall aaldalls sadeal) Ledlela) ) kil
b pLall BB e naally Aallaally alailly ClehaY) aaais 35S A aalud Al Sl usal
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Ll g paall (3Uai yla Lealsia Jlag HWELY] aaa

X3 hdll) i —

Dl (mess) ol lad ) WS ol «gsinas ol Jdaall slein) e Jasil) laad il ela
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il dday Taiil) lanly sl SLéinl) L) e e (Sa Jills calisio s ga (il
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ARDL Error Correction Regression
Dependent Variable: D(Y)

Selected Model: ARDL(3, 1, 3, 2)

Case 2: Restricted Constant and No Trend
Date: 08/20/20 Time: 11:01

Sample: 1996 2018

Included observations: 20

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
DCY(-1)) 0.501305 0.051178 9795219 0.0001
D(Y(-2)) 0.107799 0.049986 2.156590 0.0744
D(X1) 8.063310 1.481501 5.442663 0.0016
D(X2) -0.214949 0.038326 -5.608361 0.0014
D(X2(-1)) -0.015269 0.034955 -0.436805 0.6775
D(X2(-2)) 0.117108 0.032065 3.652247 0.0107
D(X3) -0.583178 0.019452 -29.98046 0.0000
D(X3(-1)) 0.195851 0.037913 5.165847 0.0021
X4 4. 485877 0.311961 14.37960 0.0000
CointeEq(-1)* -0.579261 0.041459 -13.97205 0.0000
R-squared 0.995204 Mean dependentvar 0.737043
Adjusted R-squared 0.990888 S.D. dependentvar 3.170306
S.E. of regression 0.302624 Akaike info criterion 0.754204
Sum squared resid 0.915815 Schwarz criterion 1.252070
Log likelihood 2.457963 Hannan-Quinn criter. 0.851392

Durbin-Watson stat 2.398832

* p-value incompatible with t-Bounds distribution.
(glechashall JaY1 (b et Fudeh ol g il s BNt Ml phado i Ssmgpdlbct] Ansily
oY) 3 ey Cum e ISy Ayginall Cun e o) paially Al il G A ¢
skl Ja¥) G eBle aa S IS Gil5E ¢ peadl)

1o add el ajsill -3
paall =8l (Jarque—Bera test) jlodl) aadius jaiall zigall Bl awlall el jlody
:( HO gﬁ\}\ﬂ ‘;:7\,\23\ @J}J\)
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Series: Residuals
6| Sample 1999 2018
Observations 20

Mean -7.47e-15
4 Median 0.025831

Maximum 0.409733
3 Minimum -0.418486

Std. Dev. 0.219547
2| Skewness -0.551693

Kurtosis 2.668998
14

Jarque-Bera  1.105851
0 Probability 0.575264

05 04 03 02 -01 00 01 02 03 04 05
Eviews10 galiy cla dian o slaicyl 4dhll dlae) (a1 jdadl

G bl wysll ais 3saill s o ((03) 8y JSAIL Gase sa LS LAY il sl

Aggimal) ssiue e S) a5 ¢ 0.575 Jarque—Bera test 1(P-Values ) ddlaay) aull el

%5

t(LM) Bl G A1 Bala ) asag L) -4

e LY 138 oY Dyl gi Ll Ualgsy) agdlsy ol Jla 3 el zgaill e alaieY) (Say Y

CHEAY Allias claliminly z s all & (e 8yl Claleall Loael) sl daia o Ula iy of ails

Breuch ) sl alaiuly cllyy AISaal oda (he oiall zagalll gl e B Cang 13g] ¢y sinal

(Ho : 8ol G b Jalii)) a5y V) aaall =38l (= Gofry Senial Correlation LM test

Uail) ranaas z 3gadl Bload) c (I Bl ¥ LA (19) a8 J gand)
Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.631606 Prob. F(1,5) 0.4628
Obs*R-squared 2243075  Prob. Chi-Square(1) 01342

Eviews10 galiy ciladiua o slaicyl Akl slas) (e jdaal)
Cun AEA 038 o aiall z3saill s g2 Dol Joaally cpae 5o WS LY il sl
lae %5 4ginall (s5iun pa S s <0.4628 Fstatistic 1 (P-Values ) dallaay) adll cal,
calyy Cp S LY ) A8 (g sl S 2 gl Gl carad) sl ol S 4l e X
roabl) @l jLasl-5
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38 Lol (Y uilatia b ol 4l Ly il e 0S5 o amd) 2 3sall) Clialse (s (e
AieV) 5 dy cillias 2 e Jpand) & (e 5paiall dplal) ¢Uadl) 8 Bt Cany (ia
:White Lia) sy () 13¢] Teaiivsal) Chlaal¥) aal il e

5 UaAM ) bl LR (20) 48, Jgaal)

Heteroskedasticity Test White

F-statistic 1.082471 Prob. F{13 6) 0.4909
Obs*R-squared 14.02156 Prob. Chi-Square(13) 0.3723
Scaled explained 55 1.053088 Prob. Chi-Square(13) 1.0000

Eviews10 galiy cila dian o slaicyl 4dhll dae) Ga 1 jadl

Square ; F-Statistic (e J<I P - values ailaal¥) adll cuela o3el Joaall 8 Gne 58 WS
colatie Gl 3 el Bl o S5 Les 5% szl (s5ise e S Chi —

:(stability test ) Uadl) maai jLad) zigall) jhia) JLad) .6

alaiul e A led Ll chuas gl asms (e Ayl sda & Leadiia) clild) S8 e X S
¢ sanall 1385 ((CUSUM) sasleall Jalsll STl g genall 5lial Jie Gl dpuliall cilylgal) aal
CHERY) aal (e GhLEaY) (13 3xy5 (CUSUM of Squares) sagleall 8lsal ilagyal  oSI5l)
5 bl (s3as el B S 5 ol s ol Leay ege el s 4 Jlad) 138 3
sda Jie o cluhall e LI cyedal 5 JaV) 8ymal ciladeall ae JaY) dlsh iladeall alas)
apal pyiall CDLalaall Kel) L sty ARDLAagial fialias lass Ll c)laay)
CUSUM of 5 CUSUM ;5 13ic)sall diaill culsadll 1A laadl) 73l Uadll mpmss
Ghlad) Gulaiy lad Gluhall 038 alazs g s Ao s %5 (g5 dic da all 35aall Jals Squares
i.EvanS(1975)5 Dublin Brown 1 K a8 SICUSUMSQ ,CUSUM
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'8 K T T T T T ‘l
2013 2014 2015 2016 2017 2018

[ CuUsumM 5% Significance ]

Eviews 10 galin claAdua o slaicYl Ldhl) slas) e jaal)

(CUSUM of Squares)saglaall Algll claysal Sl gganall jLad) :(04) Jid)

1.6

1.2 +

0.8 +

0.4 4

0.0

-0.4 T T T T T
2013 2014 2015 2016 2017 2018

| —— CUSUM of Squares - 5% Significance |
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Y| X1 X2| X3 X4/
1996 2487938 -0.9475 56.68 16.81508 0
1997 2205159 -0.9475 56.24 15.17249 0
1908 2574810 -0.9025 56.04 9230687 0
1999 2438701 -0.9025 56.86 13.35458 0
2000 20.67469 -0.9550 58.64 20.62549 0
2001 22.84018 -0.9550 56.72 17.57806 0
2002 24 57106 -0.6725 61.56 18.40652 0
2003 2408804 -0.6025 66.56 20.23344 0
2004 2401652 -0.6025 59 86 22 23452 0
2005 2237107 -0.5200 61.22 2909233 0
2006 2316650 -0.5675 56.00 3067435 0
2007 26.32446 -0.6300 53.02 28 52603 0
2008 29.23205 -0.6875 53.08 30.49028 1
2009 38.23636 -0.7550 58.52 20.64457 1
2010 36.28373 -0.7375 59.94 23.40952 1
2011 31.67044 -0.7750 58.82 27.30970 1
2012 30.79946 -0.7700 53.52 26.17201 1
2013 3418389 -0.7150 53.08 23.81619 1
2014 27.41881 -0.7825 51.02 20.47279 1
2015 42 25768 -0.7950 53.08 12.84792 1
2016 43.07435 -0.8100 50.72 10.04610 1
2017 41.44124 -0.8125 50.20 12.31370 1
2018 40.48897 -0.7800 51.48 12.31370 1
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— Test statistics graph

Dickey-Fuller t-statistics
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