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Economic freedom and its impact on economic growth
Algeria case study
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Abstract:

Economic freedom represents the essence of the market economy, as it expresses
the freedom of individuals to maximize their benefits without prior restrictions. The study
seeks to show the relationship between economic freedom represented in governmental
integrity as well as both financial and monetary freedom on economic growth in Algeria,
based on the standard approach and using ARDL model, and the study concluded that there
Is a significant negative effect of government integrity on growth, while the effect of both
financial and monetary freedom was positive on economic growth in Algeria.

Keywords: Economic freedom, government integrity, financial freedom, monetary
freedom, economic growth.
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Akaike Information Criteria (top 20 models)
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Wald Test: |
Equation: Untitled
Test Statistic Value Df Probability
F-statistic 7.030896 4,7) 0.0134
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sadl Ak @l e (C(1)=C(4) =C(8)=C(12)=0)

Chi-square 28.12358 4

0.0000

Null Hypothesis: C(1)=C(4)=C(8)=C(12)=0

Null Hypothesis Summary:

Normalized Restriction (= 0) Value Std. Err.
|
|

C@) 0.936016 0.225669

C4) 0.010585 0.005871

C(8) -0.006775 0.002914

C(12) 0.011512 0.005259

Restrictions are linear in coefficients.

LZaldl dae) i laall
oy Ll %5 (e J8 oidlaaY) Legiad 2008 5 il idliasy) of Badl edlel Jsaadl e

Aled of Jo pat Sl el Ay

Wiasey _iwall o caliss alladdl o3a (& UL (MON(-1) «GSP(-1) ¢« GIN(-1) <(LGRW(-1))

DLl i Iy sl il Gn el e JalSS dag dbes 2Y) Algh A3 ADle

du Al Glyﬂ Jgdal) Ladl T2 5 :5 ng Jgaadl

F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) 1(2)
Asymptotic: n=1000
F-statistic | 4.019552 10% 2.37 3.2
k 3 5% 2.79 3.67
2.5% 3.15 4.08
1% 3.65 4.66
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s Ldl slae| o syl
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ARDL Error Correction Regression

Dependent Variable: D(LGRW) |

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

Case 2: Restricted Constant and No Trend
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Date: 10/08/21 Time: 21:43

Sample: 1995 2019

Included observations: 22

[ |
l l ECM Regression
Case 2: Restricted Constant and No Trend
Variable Coefficient | Std. Error t-Statistic Prob.
D(LGRW(-1)) 0.355805 0.099980 3.558759 0.0092
D(GIN) -0.026181 0.002416 -10.83776 0.0000
D(GIN(-1)) 0.009593 0.002429 3.949171 0.0055
D(GIN(-2)) 0.006815 0.002293 2.971659 0.0208
D(FIN) -0.003549 0.001655 -2.143573 0.0693
D(FIN(-1)) -0.017592 0.001758 -10.00825 0.0000
D(FIN(-2)) 0.017098 0.003490 4.899825 0.0018
D(MON) -0.004828 0.002046 -2.359862 0.0504
D(MON(-1)) 0.001958 0.002836 0.690413 0.5122
D(MON(-2)) -0.006647 0.002567 -2.589838 0.0360
CointEq(-1)* -0.419789 0.074698 -5.619803 0.0008
R-squared 0.968034 Mean dependent var 0.040794
Adjusted R-squared 0.938974 S.D. dependent var 0.130183
S.E. of regression 0.032160 Akaike info criterion -3.729351
Sum squared resid 0.011377 Schwarz criterion -3.183830
Log likelihood 52.02286 Hannan-Quinn criter. -3.600843
Durbin-Watson stat 2.214411

cGald) das) sl

:gi,g LASM}« ]l g aal) ulﬁ ‘L,u'élﬁj\ 2\.\41:..:3
D(LGRW) = 3.739320182622 -0.419789002293*LGRW(-1) -0.025188883705*GIN(-1) +
0.007268750048*FIN(-1) + 0.004726047039*MON(-1) + 0.355804885024*D(LGRW(-1)) -
0.026180996049*D(GIN) + 0.009592558270*D(GIN(-1)) + 0.006814643047*D(GIN(-2)) -
0.003548542000*D(FIN) -0.017591811783*D(FIN(-1)) +  0.017098374181*D(FIN(-2)) -
0.004827533715*D(MON) + 0.001958279013*(LGRW — (-0.06000368*GIN(-1) + 0.01731525*FIN(-1) +
0.01125815*MON(-1) + 8.90761826 ) -0.006646893760*D(MON(-2)) )

p A Jsaall Jdaiage ed JaY) Al sk A e U

Jushall Ja¥) B A jall el el il 16 Jgand
Dependent Variable : LGRW
Method : ARDL |
Date : 10/08/21 Time : 21 :40
Sample (adjusted) : 1998 2019
Included observations : 22 after adjustments
Maximum dependent lags : 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (3 lags, automatic) : GIN FIN MON
Fixed regressors : C |
Number of models evalulated : 256
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Selected Model : ARDL(2, 3, 3, 3) |

Note: final equation sample is larger than selection sample

Variable | Coefficien Std. Error t-Statistic Prob.*

t
LGRW(-1) | 0.936016 0.225669 4.147736 0.0043
LGRW(-2) | -0.355805 0.165375 -2.151503 0.0685
GIN | -0.026181 0.004596 -5.696629 0.0007
GIN(-1) | 0.010585 0.005871 1.802766 0.1144
GIN(-2) | -0.002778 0.002688 -1.033260 0.3359
GIN(-3) | -0.006815 0.003928 -1.734890 0.1263
FIN | -0.003549 0.002903 -1.222262 0.2612
FIN(-1) | -0.006775 0.002914 -2.324619 0.0530
FIN(-2) | 0.034690 0.004022 8.624203 0.0001
FIN(-3) | -0.017098 0.007049 -2.425528 0.0457
MON | -0.004828 0.004209 -1.146853 0.2891
MON(-1) | 0.011512 0.005259 2.189049 0.0648
MON(-2) | -0.008605 0.005651 -1.522801 0.1716
MON(-3) | 0.006647 0.004007 1.658922 0.1411
C | 3.739320 1.071101 3.491101 0.0101
R-squared | 0.997222 Mean dependent var 8.107208
Adjusted R-squared | 0.991666 S.D. dependent var 0.441608
S.E. of regression | 0.040314 Akaike info criterion -3.365715
Sum squared resid 0.011377 Schwarz criterion -2.621822
Log likelihood 52.02286 Hannan-Quinn criter. -3.190476
F-statistic 179.4888 Durbin-Watson stat 2.214411
Prob(F-statistic) | 0.000000 |

Cald) dae) o i sl

b LS aaga Joshll el e A ) g3 gail Apualy )l Alalaall g

LGRW = 0.936015882728*LGRW(-1) - 0.35580488502*LGRW(-2) - 0.0261809960494*GIN +

0.010584670614*GIN(-1) - 0.00277791522307*GIN(-2) - 0.00681464304697*GIN(-3) -
0.00354854200032*FIN - 0.00677451973384*FIN(-1) + 0.034690185964*FIN(-2) -
0.0170983741813*FIN(-3) - 0.00482753371463*MON + 0.0115118597671*MON(-1) -

0.0086051727736*MON(-2) + 0.00664689376023*MON(-3) + 3.73932018262

gl Addlia 3.3

Agilias) As g Al Uadll momaal alre Gad o Jaal cdpuelal) ol il DA (g
g2l (Y paidll gad) e sl 2y JEIL 5 ) S e Sl Ao i S 5 %5 ag0a S
%41.97 ) Jasi Ao pusy Jy shal

A Sl (D(MON(=1))) s_miall ae Lo 3y 5ine <3 &l ppaiall Ja malll JaY) 8 4 LS
skl gl o il L cladine il puaiall s3a of Jsl) Sar LS Ay gina o8
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U 5 Jamall yontl Jalae e onin el i 73 gaill Alisal) il uiie 5 A e g
ed JuL 5(2.214411) s sss (Durbin-Watson stat) dilasy) dad 5 ((%93) s slud 4iaid
Al Aa ol e e UadY) Gp Bl S5 3ga g pdar (a5

sl o ed Jub 5 Al sl 5 (5%) 25 8 A siee Cela (GIN) dleles of LS
pady e L (6%) Aoy salll & (ol ) (5255 Lghe Baal 5 3o g 80l ) Cua salll e 55 Jyshal
O sine e Laa el gall o Legd 3 3 (MON (FIN) (yiisial oy puial
A 32 3 gall Apadaidl) ¢ LAY 4.3
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Drate: 10/08/217 Time: 22:38
Sample: 1995 2019
Included observations: 22

Autocorrelation Fartial Correlation A Paac -Stat Frob™
1 | 1 1 | 1 A1 o112 01192 03569 0.550
1 O 1 1 O 1 2 -0.081 -0.097 0.5321 0766
1 i 1 1 i 1 32 -0.0685 -0.044 0.5499 0.885
1 q 1 1 q 1 4 —-0.026 -0.0321 0.683282 09532
1 0 1 1 0 1 5 -0.054 0057 O.7F7787 0978
1 q 1 1 q 1 5 -0.025 -0.0321 o.s201 0O.992
1 O 1 1 O 1 ¥ -0.0F5 -0.082 1.0202 0.994
1 i 1 1 i 1 8 -0.044 0040 1.09325 0.998
1 O 1 1 O 1 9 -0.066 -0.081 12707 0.999
1 q 1 1 q 1 10 -0.024 -0.042 1.2228 0.999
1 1 1 1 11 0022 0002 1. .2470 1.000
1 [ 1 1 = 1 12 -0.117F -0.157F 20711 0.999

*Probabilities may not be valid for this equation specification.

a7 gall 4l 5 Ll and) A8 dgaal) paa o sl of Jaadls
FAVES TRV B LU |

Breusch-Godfrey Serial Correlation LM Test:

F-statistic ~ 1.106448 Prob. F(2,5) 0.4001
Obs*R-squared  6.749538 Prob. Chi-Square(2) 0.0342

Yoade 5 %5 a5aa 8 Aysiee 206180 Ailianl) Aadll (81 Ay gine el Adlian) dadl o Ly

el G 93 Bl ) aa g

bl aajetl) laal Ll
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7
Series: Residuals
6 Sample 1998 2019
Observations 22
5
Mean 1.76e-15
4 Median -0.001996
Maximum 0.065765
3 Minimum -0.043839
Std. Dev. 0.023275
2 Skewness 0.683239
1 . . Kurtosis 4.403665
[e) -- - Jarque-Bera 3.517743
-0.04 -0.02 0.00 0.02 0.04 0.06 Probability 0.172239[)

a Sl aie 5 (%17.22) i 5 (%S) G5 (Jarque—Bera) J Adlaay) dadl) J
'L_s"".&‘j““ @J}ﬂ\

ol sl LIV

Heteroskedasticity Test: ARCH

0.8028
0.7748

F-statistic  0.222544 Prob. F(2,17)

Obs*R-squared  0.510274 Prob. Chi-Square(2)
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