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Abstract:

This paper aims to study the impact of foreign direct investment (FDI) on
economic growth in Algeria, taking into account the institutional requirement
for the period 1990-2017. The GMM proposed by (Blundell and Bond, 1998)
was used in the estimate. The results show the positive and significance of FDI
and the openness of trade to economic growth, but on the other hand proved
the lack of institutional quality in Algeria, especially the bureaucratic quality
and government stability that should enhance the positive effects of investment
on economic growth. These results have important implications for the
sequencing of development policies.

Keywords: foreign direct investment, institutions, economic growth,
generalized method of moments (GMM)
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Rgdpp Fdi Trade Credit Inf Govst Law Bure Corr Invpro
Rgdpp | 1.000000
Fdi 0.656807 1.00000000
Trade 0.656101 0.844467 1.000000
Credit 0.163885 -0.067866 -0.054021 1.000000
Inf -0.478680 0.481811 -0.595724 0.119955 1.000000
Govst -0.113684 0.229281 0.346096 -0.137445 -0.612000 1.000000
Law 0.638383 0.429979 0.522067 -0.160473 -0.310082 0.146919 1.000000
Bure 0.356439 0.304857 0.353913 0.662908 -0.584959 0.387190 -0.038851 1.000000
Corr -0.482231 -0.590672 -0.727610 0.420757 0.849800 -0.478402 -0.436650 -0.267450 1.000000
Invpro 0.632745 0.575355 0.778674 -0.278615 -0.767605 0.310846 0.529331 0.210663 -0.878445 1.000000
rigia)! D! | pdiaol ol y-
Sl yio HLas1:(03) ) Jeuzt!
ADF PP
!
T-statistic Prob T-statictic Prob
Rgdpp -6.51 0.0000 -6.41 0.0000
Fdi -5.06 0.0004 -5.06 0.0004
Trade -4.90 0.0006 -4.92 0.0005
Credit -4.59 0.0011 -4.46 0.0016
Inf -5.28 0.0002 -5.38 0.0002
Govst -3.67 0.010 -3.61 0.0120
Law -3.35 0.020 -5.14 0.0003
Bure -9.099 0.0000 -7.83 0.0000
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Corr -4.84 0.003 -5.04 0.0020

Invpro -6.64 0.0000 -3.04 0.040
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Dependent variable : rgdpp
Independent
E(1) E(2) E(3) E(4) E(5) E(6)
Variables
29.03** -65.48 127.88*** -210%* 23701 67.08*
Fdi
(1.93) (-1.31) (5.44) (-2.67) (0.83) (0.90)
1.16 0.48 0.57 095 1.78* 1.14*
Credit
(1.06) (0.50) (0.60) (0.99) (1.13) (1.02)
1.30%* 1.30%* 1.29%* 1.71%%* 1.13*%* 1.32%*
Trade
(2.32) (2.26) (2.33) (2.96) (1.98) (2.21)
-1.25 -0.90 -0.97 -1.97** -1.31* -1.28*
Inf
1.11) (-0.8) (-0.89) (-1.80) (-1.17) (-1.08)
57.77*%*
FDI*CORR
(2.30)
-11.13%%*
FDI*GOVST
(-4.07)
77 .60%**
FDI*LAW
(3.28)
-118.4
FDI*BURE
(-0.83)
FDI*INVPRO -4.64 (-0.49)
No. of obs 28 28 28 28 28 28
R-squared 0.60 0.60 0.65 0.70 0.55 0.55
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Durbin-Watson stat 0.32 0.39 0.46 0.58 0.45 0.33
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