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Abstract :

This study mainly aimed measuring the impact of governance indicators on Foreign direct
investment in 4 Magreb Arabi countries during the period (1996-2017) by using panel data
and pooled mean group (PMG).

To achieve this goal, the study based on two variables : direct foreign investment(FDI) as the
dependent variable and six indicators of governance as the independent variable.

The results of hsiao test was that the panel data are heterogeneous, unit root tests shows that
the Integration degree of all variables is 1(1) .we used hausman test to choose between MG
and PMG where PMG is the chosen.

Overall, the study found that the impact of the governance indicators on attraction of foreign
direct investment in the long term varied between the negative and positive impact especially
VA and RQ.

Key Words:
Governance, foreign direct investment, panel data,Magreb Arabi,PMG.
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! Ousama Ben-Salhaa,b, Hajer Dachraouid, Maamar Sebri , Natural resource rents and economic growth in the top resource-
abundant, Faculty of Economics and Management and LaREMFiQ, University of Sousse, Tunisia, p06.

2 Pesaran, M.H., Shin, Y., Smith, R.P., 1999. Poold mean group estimation of dynamic heterogeneous
panels. J. Am.Stat. Assoc. 94, 621-634.
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Lasgal) clpdiay rial) Jlaindld byl clibd) : (01) Galal

iyl Bac By ¢ ASI aLai@¥) el dpnaly  Jgall elid) bl sacl (e Gllanall arend
Gpilly Wi Jled Jso cile 4yl . (Worldwide Gouvernance Indicators) allall & oSal)
ccyrall (i e yihall s Jsall elill Gyt casa . 890 25 Jadis ANl (MENA) L)
(01) Jsasl s
Country | Year FDI GE PS RQ RL VA

DZA | 1996 270000000| -1,09| -1,78| -0,91| -1,22| -1,17
DZA | 1998 606600000 | -0,83| -1,88| -0,74| -1,16| -1,24
DZA | 2000 280100000| -0,96| -1,43| -0,71| -1,21| -1,11
DZA | 2002 | 1065000000 -0,60| -1,63| -0,58| -0,63| -1,04
DzA | 2003 637881239 | -0,61| -1,75| -0,52| -0,59| -1,08
DZA | 2004 881851385| -0,57| -1,36| -0,54| -0,62| -0,80
DZA | 2005 | 1156000000| -0,47| -0,92| -0,38| -0,75| -0,72
DZA | 2006 | 1841000000| -0,47| -1,13| -0,57| -0,71| -0,92
DZA | 2007 | 1686736540| -0,57| -1,15| -0,62| -0,77| -0,98
DZA | 2008 | 2638607034| -0,63| -1,09| -0,79| -0,74| -0,98
DZA | 2009 | 2746930734| -0,58| -1,20| -1,07| -0,79| -1,04
DZA | 2010 | 2300369124 | -0,48| -1,26| -1,17| -0,78| -1,02
DZA | 2011 | 2571237025| -0,56| -1,36| -1,19| -0,81| -1,00
DZA | 2012 | 1500402453| -0,53| -1,33| -1,28| -0,77| -0,91
DZA | 2013 | 1691886708 | -0,53| -1,20| -1,17| -0,69| -0,89
DZA | 2014 | 1502206171 -0,48| -1,19| -1,28| -0,77| -0,82
DZA | 2015 | -537792920,9| -0,50| -1,09| -1,17| -0,87| -0,84
DZA | 2016 | 1638263954 -0,54| -1,10| -1,17| -0,86| -0,86
DZA | 2017 | 1200965280 -0,60| -0,96| -1,20| -0,86| -0,90
MAR | 1996 | 76412286,35| -0,10| -0,21| -0,10| 0,22| -0,42
MAR | 1998 | 11869540,22| 0,00/ 0,31] -0,02| 0,23| -0,24
MAR | 2000 | 220739724,5| -0,07| -0,07| -0,03| 0,13| -0,45
MAR | 2002 | 79160963,95| -0,15| -0,26| -0,14| -0,02| -0,47
MAR | 2003 | 2312682907| -0,14| -0,41| -0,27| -0,08| -0,75
MAR | 2004 787053819 | -0,13| -0,31| -0,25| -0,03| -0,51
MAR | 2005 | 1619752454| -0,28| -0,56| -0,41| -0,16| -0,69
MAR | 2006 | 2366000096| -0,16| -0,46| -0,18| -0,29| -0,71
MAR | 2007 | 2806642141| -0,17| -0,50| -0,22| -0,30| -0,71
MAR | 2008 | 2466288357| -0,18| -0,57| -0,19| -0,30| -0,76
MAR | 2009 | 1970323920| -0,14| -0,40| -0,06| -0,21| -0,75
MAR | 2010 | 1240625859| -0,10| -0,38| -0,08| -0,17| -0,70

corfen
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MAR 2012 2841954371| -0,06| -0,47| -0,08| -0,21| -0,61
MAR 2013 3360909924 | -0,04| -0,49| -0,12| -0,25| -0,70
MAR 2014 3525384612 | -0,07| -0,45| -0,13| -0,07| -0,69
MAR 2015 3252913902 | -0,06| -0,34| -0,17| -0,09| -0,63
MAR 2016 2318278920 -0,10| -0,31| -0,23| -0,16| -0,63
MAR 2017 2680109856 | -0,16| -0,41| -0,23| -0,17| -0,65
TUN 1996 238337799,3| 0,38| 0,26 0,14| -0,30| -0,60
TUN 1998 649849612,5( 0,53| 0,27| -0,02| -0,24| -0,82
TUN 2000 | 750720443,6| 0,50 0,32| -0,02| -0,22| -0,81
TUN 2002 790302916,6( 0,58| 0,15| -0,12| -0,12| -0,96
TUN 2003 539481939| 0,51| 0,32 0,03| -0,14| -0,92
TUN 2004 | 592147521,7| 0,44| 0,15| -0,09| 0,05| -0,87
TUN 2005 712714847,3| 0,38| 0,02| -0,08| -0,01| -0,95
TUN 2006 3239909093| 0,64 0,21| 0,11| 0,11| -1,30
TUN 2007 1515345044 | 0,47| 0,16 0,03| 0,09| -1,38
TUN 2008 2600674976 | 0,31 0,10| 0,06| 0,07| -1,35
TUN 2009 1525244858 | 0,38| 0,06 0,00| 0,13| -1,36
TUN 2010 1334497695| 0,22| -0,06| -0,03| 0,06| -1,42
TUN 2011 | 432666011,6| 0,02| -0,35| -0,19| -0,13| -0,37
TUN 2012 1554269129 -0,03| -0,72| -0,19| -0,13| -0,17
TUN 2013 1058622582 | -0,07| -0,90| -0,33| -0,19| -0,08
TUN 2014 1024754444\ -0,12| -0,85| -0,38| -0,11| 0,19
TUN 2015 970521888,7| -0,10| -0,96| -0,41| -0,06| 0,24
TUN 2016 622569482,2| -0,21| -1,14| -0,47| 0,00| 0,30
TUN 2017 809696518,8| -0,07| -1,05| -0,41| 0,07| 0,18
LBY 1996 | -111721670,8| -0,88| -0,99| -1,74| -1,18| -1,50
LBY 1998 | -127894074,6| -0,94| -0,81| -1,91| -1,11| -1,68
LBY 2000 141000000| -1,09| -0,30| -1,79| -0,99| -1,69
LBY 2002 145000000| -1,00| -0,10| -1,61| -1,14| -1,82
LBY 2003 143000000| -0,88| 0,12| -1,48| -0,90| -1,76
LBY 2004 357000000| -0,85| 0,36| -1,35| -0,91| -1,80
LBY 2005 1038000000| -1,04| 0,45| -1,48| -0,98| -1,86
LBY 2006 2064000000 -1,06| 0,36| -1,46| -1,08| -1,98
LBY 2007 4689000000| -1,22| 0,75| -1,11| -0,95| -1,95
LBY 2008 4111300000| -1,18| 0,81| -0,91| -0,82| -1,94
LBY 2009 1371000000| -1,09| 0,83| -1,14| -0,93| -1,91
LBY 2010 1784000000| -1,10| 0,03| -1,19| -0,99| -1,94
LBY 2011 0| -1,31| -1,29| -1,54| -1,20| -1,59
LBY 2012 0| -147| -1,59| -1,66| -1,14| -0,90
LBY 2013 0| -147| -1,84| -1,86| -1,34| -0,97
erfene
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LBY 2015 -1,65| -2,20| -2,23| -1,63| -1,34

LBY 2016 -1,89| -2,28| -2,27| -1,82| -1,43

LBY 2017 -1,77| -2,33| -2,21| -1,78| -1,44
s clld) jolas

Worldwide Governance Indicators (2019) : http://info.worldbank.org/governance/wgi/#home
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Specification Tests of Hsiao (1986)

Eviews il jdiue 1 (02) @alal)
Hsiao loal g5t = (01) Jsasl

H1 =Mull Hypothesis . panel is homogeneous vs Alternative Hypothesis | HZ2
HZ = Mull Hypothesis : H3 vs Alternative Hypothesis : panel is heterogeneous
H3 = Mull Hypothesis : panel is homogeneous vs Alternative Hypothesis : panel is parially homogeneous

Hypotheses F-Stat P-Value
H1 6.970597 1.46E-08
H2 6.600270 8.29E-08
H3 3637239 0.0171489

This program has developed by Brahim KHOUILED

University of Quargla, Algeria
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Maodel Selection Criteria Table
Dependent Variable: FDI
Date: 06M2M19 Time: 10:58
Sample: 1996 2017

Included observations: 76

ol daps Hladl 2 (02) Jsa

Madel LogL AlC BIC* HQ Specification
3 -1322 538771 42766868 44318565 43378160 ARDL(3, 1,1,1,1,1,1)
1 -1348 651357 43332855 44614692 43837835 ARDL(1,1,1,1,1,1,1)
i -1342 345745 43260805 44677572 43818941 ARDL(Z, 1,1,1,1,1,1)

el sad) e PMG it ¢ (03) Jsal

Short Run Equation

COINTEQD -0.247255 0184021  -1.343628 0128,
D(FDI{-1)) -0.483983 0325791 -1.485583 0.1478
D(FDI-2)) -0.556310 0110443  -5.037064 0.0000

D{CC) -2.125443 3788152  -0.561076 05784

D(GE) -4.065937 2427933 -1.674649 0.1044

D(P3) 2128425 0.949602 2241385 0.0326

D(RL) 5.098476 1.258104 40459289 0.0003

D(RQ) -2.507550 2813553 -0.891239 0.37949

D(VA) -3.546896 0895348  -3.961470 0.0004

C 0722188 0.358622 2.013789 0.0531

Mean dependent var 0.051535 S.0. dependentvar 0.8717149
S.E. of regression 0449683 Akaike info criterion 1.111862
Sum squared resid G.066440 Schwarz criterion 2822569
Log likelihood 3.749243 Hannan-CQuinn criter. 1.675649
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Dependent Variable: D{FDI)

Method: ARDL

Diate: 061219 Time: 11:16
Sample: 2002 2017

Included observations: 64

dushll sadl e pmg zil 2 (04) Ja)

Maximum dependent lags: 3 (Automatic selection)
Model selection method: Schwarz criterion (SI1C)
Dynamicregressars (1 lag, automaticy CC GEPS REL RQ VA

Fixed regressars: C
Mumber of models evalulated: 3

Selected Model: ARDL(3, 1,1,1,1,1,1)
Maote: final equation sample is larger than selection sample

Wariable Coefficient Std. Error t-Statistic Prob.*
Long Run Equation
CC -10.32469 2797322 -3.690917 0.0009
GE 11.61824 3.135776 1.428043 0.1636
P3 -5.993207 4606692  -1.300979 0.2032
RL -8.008936 3673207 -2180366 0.0372
RC 16.41083 3647774 44833349 0.0001
WA 3.807239 0.904418 4 209604 0.0002

Diate: 061219 Time: 11:29
Sample: 1996 2017
Included observations: 64

a3 als 5N 2 (05) JSa

Autocarrelation Partial Carrelation AC PAC  0Q-5Stat  Prob
= = 1 -0.222 -0.222 33084 0.069
g [ 2 0133 -0192 45225 0104
g g 3 0047 -0.034 456741 0197
g g 4 0148 -0185 6.2070 0184
o | 1 5 -0197 -0.316 859814 0110
[ | I I 6 0218 0017 12443 00583
I I g 7 -0.022 -0.062 12484 0086
g g o g -0.094 -0145 13156 0107
g g 9 0063 -0111 13461 0143
I I g 10 0.003 -0.076 13.462 0199
I I I 11 0.010 0030 13469 0.264
po I I 12 0071 0014 13876 0.309

50



saa Ao gy JIpmg il : (06) Ji)
BN
= DZA
Wariable Coefficient Std. Error t-Statistic Prob. *
COINTEQOT -0.069852 0.000698 -100.1449 0.0000
D{FDI-1)) -1.080808 0.029071 -37.17824 0.0000
D{FDI-2)) -0.640526 0.036581 -17.50976 0.0004
D{CC) 3.581660 2971596 1.208664 03134
Di(GE) -2.046915 2619727  -0.781347 048186
D{F3) 2257511 1.534364 1471301 02376
D{RL) 3557029 1.746531 2036626 0.1345
Di{RQ) -6.842619 1.692557  -4.042770 00272
DivA) -2.885459 3164605  -0.911794 04291
C 0230207 0.143315 1.606307 0.2066
e
= MAR
Variable Coefficient Std. Errar t-Statistic Prob. *
COINTEQO -0.035450 0003038  -11.66770 0.0014
D{FDI-1)) 0173136 0.026532 G.525455 0.0073
D{FDI-2)) -0. 226806 0027490  -8.250451 0.0037
D{CC) -5.050372 2878039  -1.754796 017786
Di{GE) 1.823165 13.898445 0130371 0.9045
D{F3) 0.992885 2325222 0427006 0.6982
D{RL) 3023123 2461828 1.2279949 0.3070
DiRQ) -3.176083 3.291571 -0.964914 0.4053
DvA) -6.154343 1.892608 -3.251778 0.0474
C 0.219790 0028435 7.729652 0.0045
BREX
= TUM
Wariable Coefficient Std. Erraor t-Statistic Prob. *
COINTEQD -0.798432 0080340  -9.933119 0.0022
D{FDI-1)) -1.006010 0036856  -27.29597 0.0001
D{FDI-2)) -0.696630 0030889  -2258232 0.0002
DiCC) 4449122 2077347 2141733 01217
DIGE) -8.616289 3688512  -2.335983 01016
D(P3) 4 753954 1.307669 3635441 0.03549
D(RL) 5.203887 0860534 5417700 00123
DiRC) -5.628702 3354172 1678120 01814
DAY -2.078900 1786572  -1.163625 0.3287
c 0.682a47 7.278605 0.093900 0.8311
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= LBY
WVariable Coefficient Std. Error t-Statistic Prob. *
COINTEQOA -0.085287 0.003955  -21.5G6588 0.0002
D{FDI-1)) -0.022290 0.013437  -1.658864 018957
D{FDI-2)) -0.661276 0.018167  -36.40081 0.0000
Di{CC) -11.48218 11.00273 -1.044485 0.3730
Di(GE) -T.423697 0811167  -8.151871 0.0028
D(FP3) 0.509347 0175435 2903334 0.0623
Di{RL) 2.609865 4 296932 2003724 0.1388
DiRQ) 5.617205 1.044247 5.379190 0.0126
DivA) -3.068871 0346308 -B.861684 0.0030
C 1.745908 1.431011 1.220052 0.3096
Leven i) C.\L\.a : (07) J)
Test for Equality of Variances of RESIDOZ
Categorized by values of RESIDOZ
Date: 06/14/19 Time: 21:53
Sample (adjusted): 2002 2017
Included observations: 64 after adjustments
Method df Walue  Probability
Bartlett 3 2052987 0.5615
Levene (3, 60) 1.862113 0.1293
Brown-Forsythe (3, 60) 1.171315 0.3282
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Olowsa sy Aphaidl sas gl jia chlas) : (03) Gald
ADIEL sangl) ia clia) ¢ (08) J<al

Mull Hypothesis: Unit root (individual unit root process)

Series: FDI

Date: 061219 Time: 10:10

Sample: 1996 2017

Exogenous variables: Individual effects, individual linear trends
ser-specified lags: 1

Total (balanced) observations: 68

Cross-sections included: 4

Method Statistic Prob.**
ADF - Fisher Chi-square 3.271583 0.9162
ADF - Choi Z-stat 0.899076 0.8391

** Probabilities for Fisher tests are computed using an asymptotic Chi
-square distribution. All other tests assume asymptotic normality.

Intermediate ADF test results FDI

Cross
section Praob. Lag Max Lag Obs
DA 0.8361 1 1 17
MAR 0.4846 1 1 17
TUM 0.7564 1 1 17
LBY 0.6357 1 1 17
Mull Hypothesis: Unit root {(individual unit root process)
Series: DIFDI)
Date: 06M2M19 Time: 10:13
Sample: 1996 2017
Exogenous variables: Individual effects, individual linear trends
Automatic selection of maximum lags
Automatic lag length selection based on SI1C: 0 to 1
Total number of observations: 67
Cross-sections included: 4
Method Statistic Prob.**
ADF - Fisher Chi-sguare 431920 0.0000
ADF - Choi Z-stat -4 82182 0.0000

** Probabilities for Fisher tests are computed using an asymptotic Chi
-square distribution. All other tests assume asymptotic narmality.

Intermediate ADF test results D(FDI)

Cross

section Prob. Lag Max Lag Obs
DA 0.0584 1 3 16
MAR 0.0014 ] 3 17
TUR 0.0001 ] 3 17
LBY 0.0665 ] 3 17
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Mull Hypothesis: Unit root (individual unit root process)

Series: FDI

Date: 061219 Time: 10:15

Sample: 1996 2017

Exogenous variables: Individual effects, individual linear
trends

Mewey-West automatic bandwidth selection and Bartlett ke...

Total (balanced) observations: 72

Cross-sections included: 4

Method Statistic Prob**
PP - Fisher Chi-square 9 46775 0.3044
PP - Choi Z-stat -0.70504 0.2404

** Probabilities for Fishertests are computed using an
asymptotic Chi-square distribution. All other tests
assume asymptotic normality.

Intermediate Phillips-Perran test results FDI

Cross

section Praob. Bandwidth Obs
DZA 0.4534 1.0 18
MAR 01818 0.0 18
TUM 0.1342 20 18
LBY 0.7533 0.0 18

Mull Hypothesis: Lnit root (individual unit root process)

Series: DIFDI)

Date: 06M2M19 Time: 10:15

Sample: 1996 2017

Exogenous variables: Individual effects, individual linear
trends

Mewey-West automatic bandwidth selection and Bartlett ke...

Total (balanced) observations: 68

Cross-sections included: 4

Method Statistic Prob.**
PP - Fisher Chi-square 64 837386 0.0000
PP - Choi Z-stat -6.57799 0.0000

** Probabilities for Fisher tests are computed using an
asymptotic Chi-square distribution. All other tests
assume asymptotic normality.

Intermediate Phillips-Perron test results D(FDID)

Cross

section Prob. Bandwidth Qbs
DZA 0.0002 20 17
MAR 0.0000 6.0 17
TUN 0.0001 20 17
LBY 0.0663 1.0 17
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Sless Jlia) ¢ (09) J<al

---- Coefficients ----
| (b) (B) (b-B) sqrt{diag(V b-V B))
| mg pmg Difference 5.E.
_____________ SRR
cc | 43.96729 -5.263757 49.23184 3.94e+26
GE | 71.35814 -.6423335 72.88847 2.72e+26
PS | -88.62192 1.93871 -82.56863 5.61le+26
RQ | 75.61487 2.99692 72.61795 4 8de+26
RL | 189.6682 -3.712426 113.38086 4.98e+26
VA | -61.11986 1.783368 -62.82323 1.84e+20

b = consistent under Ho and Ha; obtained from xtpmg
B = inconsistent under Ha, efficient under Ho; obtained from xtpmg

Test: Ho: difference in coefficients not systematic

chi2(4) = (b-B)'[(V_b-V_B)*{-1)](b-B)
= 8.88
Prob»chi2 = 1.66688

(V_b-V_B is not positive definite)
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