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The Reality of the Diversification of the Algerian Economy in Light of the Oil Shocks
- Analytical and Standard Economic Study (1990-2018) -
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Abstract: This paper aims to study the economic diversification to know the extent to which
Algeria has managed to reach the degree of diversification that would help to protect the economy
from oil shock.to measure the impact of diversification and the decline in oil prices on the Algerian
economy, we have conducted an analytical study of the reality of non-oil sectors (agriculture,
industry and services), and the Herfindal-Hirshman index as a measure of economic diversification,
and used the autoregressive distributed lag model (ARDL) model to estimate the extended function
of the neoclassical production function.

The study concluded that Algeria did not reach the degree of economic diversification that
would enable it to get rid of the dependency on the hydrocarbon sector. In the other side, the
standard study showed that the exploitation of the available capabilities outside the hydrocarbon
sector and the application economic diversification has a positive impact on economic growth.

Keywords: Herfindahl-Hirschman Index, Production Function, Oil Shocks, ARDL Model.
Jel Classification Codes: C01; E6; O4; Q2.
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Akaike Information Criteria (top 20 models)
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None C T and C| None C T and C
-4.820* | -4.965* | -5.035* | -0.896 1 1.3164 | -1.9395 ln(pib)
- -4.307*%| -6.768* | 1.3164|-0.170| -1.935 ln(L)
-3.8172(-4.021*| -4.280%* | 1.189 |-0.047| -3.403 ln(K)
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IARDL Cointegrating And Long Run Form
Dependent Variable: LN PIB
Selected Model: ARDL(2, 0,2, 1, 1)
Date: 10/22/20 Time: 18:57
Sample: 1990 2018
Included observations: 29
Cointegrating Form
Variable Coefficient Std. Error  t-Statistic Prob.
D(LN_PIB (-1)) 0.474976  0.128447 3.697826 0.0016
DN L) 0.114955  0.075979 1.512987 0.1476
D(LN K ) 0.855528  0.068998 12.399299  0.0000
D(LN_K (-1)) -0.286147 0.101345 -2.823485  0.0113
D(HHI) 0.267586  0.121891 2.195277 0.0415
D(DUM1) -0.009835 0.006181 -1.591166  0.1290
CointEq(-1) -0.657516 0.118288 -5.558581  0.0000
Cointeq = LN_PIB - (0.1748*LN L + 0.6938*LN K -0.5371*HHI
-0.0326*DUMI1 + 2.6087 )
Long Run Coefficients
Variable Coefficient Std. Error  t-Statistic Prob.
LN L 0.174832  0.119009 1.469064 0.1591
LN K 0.693813  0.027573 25.162416  0.0000
HHI -0.537085 0.243847 -2.202548  0.0409
DUMI1 -0.032556 0.012356 -2.634909  0.0168
C 2.608650  0.573165 4.551306 0.0002
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Serial correlation LM test F-statistique 0.4885 0.0.9525
Jack-Berra J].B: 3.0344 0.2193
Breusch-Pagan-Godfrey | F-statistique :  0.7332 | 0.6856
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? Michael L. Ross, «What Do We Know About Economic Diversification in Oil-Producing Countries?», UCLA

and Oxford University, 2017, Date of visit 10-10-2020
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3048585
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! The World Economic Forum, The Travel & Tourism Competitiveness Report 2017, Date of visit 10-10-2020:

https://bit.ly/3kpC0o
**Klaus Schwab (2019), World Economic Forum: The Global Competitiveness Report, p 66.
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* Harvard Growth Lab‘s, Country & Product Complexity Rankings, the Atlas of Economic Complexity, 2019, Date
of visit 10-10-2020: https://atlas.cid.harvard.edu/rankings
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27 Pesaran, M. H., Y. Shin, and R. Smith, Bounds testing approaches to the analysis of level relationships. Journal
of Applied Econometrics, 16,2001, P 289. Date of visit 06-11-2021:

https://onlinelibrary.wiley.com/doi/abs/10.1002/jae.616
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