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Abstract:

This study aimed to investigate the impact of foreign trade on the economic growth in Algeria
during the period 1980-2020, through examining the impact of trade openness, foreign investment
and inflation on economic growth. The present Study relies on The Bounds testing Methodology.
Using the Autoregressive Distributed Lag (ARDL) co-integration framework.

The results confirm that a stable long-run relationship exists between the trade openness and
economic growth, and foreign direct investment and economic growth, Trade openness had a positive
and statistically significant impact in the short and long term, while FDI had a negative impact in the
short and long term, while there was insignificant impact of inflation on economic growth, either in
the short or long term.

Keywords: foreign trade; Economic growth; inflation; FDI; ARDL.
JEL Classification: C32 E22 F43
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Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation at up to 2 lags

F-statistic 1.639269 Prob. F(2,33) 0.2095
Obs*R-squared 3.614851 Prob. Chi-Square(2) 0.1641
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F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) I(1)

Asymptotic: n=1000
F-statistic 5.558548 10% 2.37 3.2
K 3 5% 2.79 3.67
2.5% 3.15 4.08
1% 3.65 4.66

Actual Sample Size 40 Finite Sample: n=40
10% 2.592 3.454
5% 3.1 4.088
1% 4.31 5.544
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skl sl 3 ARDL-UECM 3¢ a5 wlales 1(5) o3y Jgudr!

Variable Coefficient Std. Error t-Statistic Prob.
TRD 0.223978 0.060158 3.723144 0.0007
FDI -2.106378 0.694088 -3.034741 0.0045
INF -0.081773 0.056723 -1.441621 0.1583
C -7.785081 3.256560 -2.390585 0.0223
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ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient ~ Std. Error t-Statistic ~ Prob.

CointEq(-1)* -0.797362 0.143282  -5.564985 0.0000
R-squared 0.440400 Mean dependent var -0.156790
Adjusted R-squared 0.440400 S.D. dependent var 2.521238
S.E. of regression 1.886048 Akaike info criterion 4.131527
Sum squared resid 138.7300 Schwarz criterion 4.173749
Log likelihood -81.63054 Hannan-Quinn criter. 4.146793
Durbin-Watson stat 2.057385
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