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Abstract

This study aims to analyze the impact of economic diversification on economic
growth in Algeria during the period 20002024, in light of the challenges facing the
Algerian economy due to its heavy dependence on the hydrocarbon sector. Gross
Domestic Product (GDP) was used as an indicator of economic growth, while
economic diversification was represented by the contribution of the agricultural
sector (AGR), industrial sector (IND), services sector (SER), and exports (EXP).
The study adopted a descriptive-analytical approach for the theoretical framework
and an econometric approach for the empirical analysis using the Autoregressive
Distributed Lag (ARDL) model. Annual data were collected from the World Bank
database. Unit root tests (ADF), Bounds Testing, and several diagnostic tests were
conducted to ensure the validity and reliability of the model.

The results revealed the existence of a long-run equilibrium relationship among the
study variables. They also showed that the agricultural sector and exports have a
positive and statistically significant impact on economic growth in Algeria, whereas
the industrial and services sectors did not exhibit a significant effect during the study
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period. Furthermore, the Error Correction Model (ECM) indicated a relatively high
speed of adjustment toward long-run equilibrium, while diagnostic tests confirmed
the statistical adequacy and stability of the model.

The study concludes that promoting economic diversification is a strategic necessity
for achieving sustainable economic growth and reducing dependence on hydrocarbon
revenues by strengthening non-oil productive sectors and expanding non-
hydrocarbon exports.

Keywords: Economic Diversification, Economic Growth, GDP, ARDL Model,
Exports, Agricultural Sector, Algeria.
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Mull Hypothesis: GOP has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based on AIC, maxiag=5)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -1.618868 0.7548
Test critical values: 1% level -4.394309

5% level -3.6121949

10% level -3.243079

Mull Hypothesis: DGDP has a unit root
Exogenous: Constant, Linear Trend
Lag Length: O (Automatic - based on AIC, maxlag=5)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -4.025441 0.0225
Test critical values: 1% level -4 416345

5% level -3.622033

10% level -3.248582
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Mull Hypothesis: AGR, OF_GDP_has a unit root
Exogenous: Constant, Linear Trend
Lag Length: O (Automatic - based on AIC, maxlag=5)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -1.9838454 05774
Test critical values: 1% level -4.384309

5% level -3.612199

10% level -3.243079

Mull Hypothesis: DAGR has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 1 (Automatic - based on AIC, maxlag=5)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -4 G03367 0.0071
Test critical values: 1% level -4.440738

5% level -3.632896

10% level -3.254671




Eviews14 aladiuly Qilhll slae) ¢ IND 4yl iial JLGd) 103 (@alal

Mull Hypothesis: IMD OF_GDP_has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based on AIC, maxlag=5)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -2. 484936 03317
Test critical values: 1% level -4.384309

A% level -3.612199

10% level -3.243079

Mull Hypothesis: DIMD has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based on AIC, maxlag=5)

{-Statistic Prob.*

Augmented Dickey-Fuller test statistic -5.247521 0.0017
Test critical values: 1% level -4 416345

5% level -3.622033

10% level -3.248582
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Mull Hypothesis: SER, OF_GDP_ has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based on AIC, maxlag=5)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -2.810120 0.2073
Test critical values: 1% level -4.394309

5% level -3.612199

10% level -3.243079

Mull Hypothesis: DSER has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based on AIC, maxlag=5)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -5.6584725 0.00049
Test critical values: 1% level -4 416345

5% level -3.622033

10% level -3.248582
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Mull Hypothesis: EXP

01 has a unit root

Exogenous: Constant, Linear Trend

Lag Length: 0 (Automatic - based on AIC, maxlag=5)

t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -2.010586 0.5664
Test critical values: 1% level -4.394309
5% level -3.612189
10% level -3.243079
Mull Hypothesis: DEXP has a unit root
Exogenous: Constant, Linear Trend
Lag Length: 0 (Automatic - based on AIC, maxlag=5)
t-Statistic Prob.*
Augmented Dickey-Fuller test statistic -4 618112 0.0065
Test critical values: 1% level -4 416345
5% level -3.622033
10% level -3.248592
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Dependent Vanable: GDP
Method: ARDL
Date: 06M10/26 Time: 20:42
Sample: 2002 2024
Included observations: 23
Lag selection: Automatic (deplags=2, reglags=2)
Selected model: ARDL{1,2.0,0,0) using AIC (162 models evaluated)
Variable Coefficient Std. Error t-Statistic Prob.*
Distributed-lag Regressors
Dependent
GDP{-1) 0.323159 0.095492 3.384149 0.0041
Independent
AGR_ OF GDFP T.A7E+09 3.18E+09 2.508508 0.0241
AGR OF GDF (-1} B6.23E+09 1.79E+09 3.522807 0.0031
AGR_ OF GDP (-2) -292E+09 1.39E+09  -2.090137 0.0540
IND__ OF GDP 1.30E+08 2.33E+09 0.055663 0.9563
SER__ OF GDP 1.68E+09 2 45E+09 0.647564 0.5271
EXP01 2148177 0.252946 8.406572 0.0000
Deterministic Regressors
C -1.72E+11 216E+11 0787125 04378
R-squared 0.992709 Mean dependent var 1.77E+11
Adjusted R-squared 0.989307 5.D. dependent var 5.59E+10
5.E. of regression 5.T9E+09 Akaike info criterion 4806322
Sum sguared resid 502E+20 Schwarz criterion 48 45818
Log likelihood =544 7270 Hannan-Quinn criter. 48 16255
F-statistic 2017671  Durbin-Watson stat 1.8678817
Prob(F-statistic) 0.000000
*Mote: p-values and any subsequent test results do not account for model
selection.
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Mull hypothesis: No levels relationship
Mumber of dynamic cointegrating variables: 4
Deterministics: Rest. constant (Case 2)
Sample size: 23

Test Statistic Value

F-statistic 50.12206
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Sample Size 10% 5% 1%
{0 30 2.525 3.058 4 280
1{1) 30 3.560 4.223 5.840
[0 Asymptotic 2.200 2.560 3.290
i1 Asymptotic 3.080 3.490 4370

*1{0) and 1{1) are respectively the stationary and non-stationary
bounds.
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Wariahle Coefficient Std. Error t-Statistic Prob.*

Long-run Regressors

Linear: Dependent

GDP(-1) -0.676841 0.0954092  -7.087931 0.0000

Linear: Independent

AGR OF GDP (-1} 1.13E+10  2.35BE+09  4.822302  0.0002

IND OF_GDP_ 1.30E+08  233E+09  0.055863  0.9563
SER OF _GDP_ 1.59E+09  245E+09  0.8475684  0.52T1
EXPO1 2149177 0.252946 8496572  0.0000

Deterministic

C -1.72BE+11 2116E+11 0797125 04378
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Short-run Regressors: Linear (Independent)

DIAGR_ OF GDP ) T7ATE+09  3.18E+08 2508508  0.0241
D(AGR OF GDP_(-1 292E+089  1.39E+09  2.090137  0.0540
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Vanable Coefficient Std. Error t-Statistic Prob.*

Cointegrating Equation

COINTEQ -0.676841 0.033801 -20.02440  0.0000
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Breusch-Godfrey Seral Correlation LM Test:
Mull hypothesis: Mo senal correlation at up to 2 lags

F-statistic 0.028720 Prob. F(2.13) 0.8718
Obs*R-squared 0101176  Prob. Chi-Square(2) 0.9507
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Heteroskedasticity Test: Breusch-Pagan-Godfrey
Mull hypothesis: Homoskedasticity

F-statistic 2032051  Prob. F{7,15) 0.1180
CObs*R-squared 1119478  Prob. Chi-Square(7) 0.1303
Scaled explained 55 2855488 Prob. Chi-Square(7) 0.8980




