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Abstract: 

The study investigates the relationship between insurance, bank credit, employment, trade 

openness and economic growth in Algerian economy. The paper employed Vector Error Correction 

Model (VECM) and annual data from 1990 to 2019. 

The results from Johansen integration test underpins for the existence of long run relationship 

among the purported variables. Granger Causality test exhibits unidirectional causality running from 

bank credit and employment to the economic growth in Algeria. The study advocates for the acceleration 

of insurance products in tandem with enhancing the ambit of trade openness and bank credits for 

stimulating the economic growth in Algeria. 
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LnGDPt = β + β1LnBNKt + β2LnEMPt + β3LnOPt + β4LnINSt + εt
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D(LNGDP) =  - 0.303*( LNGDP(-1) + 0.968*LNINS(-1) + 
[-3.068]                                                        [-0.380] 
1.794*LNOP(-1) - 14.879 ) - 0.038*( LNBNK(-1) - 

[2.081]                                           [-0.486] 
0.496*( LNEMP(-1) – 0.205*D(LNGDP(-1)) + 

[-0.191]                                       [-0.839] 
0.0009*D(LNGDP(-2)) + 0.003*D(LNBNK(-1)) + 
[0.003]                                                 [0.217] 

0.0006*D(LNBNK(-2)) + 0.228*D(LNEMP(-1)) +   
           [0.052]                                 [1.452] 

0.2978*D(LNEMP(-2)) + 0.047*D(LNINS(-1)) + 
[2.076]                                               [1.305] 
0.034*D(LNINS(-2)) – 0.074*D(LNOP(-1)) – 

[1.094]                                                 [-0.894] 
0.057*D(LNOP(-2)) + 0.018 

[-0.695]                                         [3.769] 
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Inverse Roots of AR Characteristic Polynomial

       
       Lag LRE* stat df Prob. Rao F-stat Df Prob. 
       
       1 23.29252 25 0.5605 0.759845 (25, 8.9) 0.7217 
2 16.57207 25 0.8967 0.446717 (25, 8.9) 0.9457 
3 17.01386 25 0.8813 0.464290 (25, 8.9) 0.9368 
4 26.15313 25 0.3995 0.927729 (25, 8.9) 0.5880 
5 24.16190 25 0.5100 0.808405 (25, 8.9) 0.6821 
6 31.64275 25 0.1686 1.323815 (25, 8.9) 0.3441 
7 25.42841 25 0.4386 0.882948 (25, 8.9) 0.6225 
8 24.89753 25 0.4681 0.851138 (25, 8.9) 0.6476 
9 46.22599 25 0.0060 3.074914 (25, 8.9) 0.0421 
10 34.97653 25 0.0886 1.621760 (25, 8.9) 0.2295 
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Component Skewness Chi-sq df Prob.* 
     
     1 0.875051 3.190473 1 0.0741 
2 -0.087848 0.032155 1 0.8577 
3 -0.850204 3.011862 1 0.0827 
4 -0.612651 1.563924 1 0.2111 
5 -0.333176 0.462527 1 0.4964 

     
     Joint  8.260940 5 0.1424 
     
     

Variance 
Decomposition 

of LNGDP:       

Period S.E. LNGDP LNBNK LNEMP LNINS LNOP 

1  0.006997  100.0000  0.000000  0.000000  0.000000  0.000000 

2  0.010364  61.26952  16.56951  18.19359  0.639768  3.327615 

3  0.013231  46.50793  28.15323  17.35751  0.801060  7.180268 

4  0.017133  43.76525  23.98806  20.79762  2.749923  8.699141 

5  0.021300  43.97218  20.77984  24.45276  3.326906  7.468302 

6  0.024581  42.69445  17.35732  30.46986  3.580673  5.897702 

7  0.027531  40.00381  16.01760  34.83001  3.942597  5.205986 

8  0.030418  36.36446  14.88786  39.82591  4.009109  4.912664 

9  0.033445  34.01918  13.88360  43.22671  4.203179  4.667328 

10  0.035959  32.38721  13.67306  45.53815  4.112719  4.288859 
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