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The impact of abundance of natural resources and institutional
quality on banking sector development in Algeria

Abstract:

This paper aim to examine the impact of institutional quality on development of Algerian banking
sector, in the presence of abundance of natural resources condition, during the period (1984-2015). We
employ two measures of banking development (credit to private sector, and M2/GDP) to build an
indicator of banking development using principal component analysis (PCA), and political risk index
to measure institutional quality. using cointegration test and error correction model (ECM), the results
suggest that each of institutional quality and the abundance of natural resources have a positive and
significant impact on banking development, while the abundance of natural resources in Algeria
reduces the positive effects of institutional quality on banking development.

Key words: development of the Algerian banking sector, institutional quality, abundance of natural
resources, cointegration test.
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osds Lo 135 cobdl) o yall b saal) el B 5380 038 e 3 V) le IS
Ll (ol Ll

(05) 3 Jsa
2015 - 2010 4uala@y) 4 all jhge Gada Sl iy

Jue¥) dya (asSall () Lobad) Lal) | aldl) e dual) | Luslall @gia | Aulleal) Aol &gl
71.2 73.4 83.5 32.0 30.0 56.9 2010
69.4 62.4 83.5 28.0 30.0 52.4 2011

66.3 47.9 82.9 29.0 30.0 51.0 2012
65.2 44.1 80.4 29.0 30.0 49.6 2013

66.3 51.0 80.5 28.7 30.0 50.8 2014
66.6 80.0 38.7 36.0 30.0 48.9 2015

W el cass AW Ll | Sl da | Aglaill Al | Al A Jaall dpja sl
105 30.0 45.0 70.7 77.2 56.4 2010

132 30.0 20.0 72.8 75.4 52.9 2011

140 30.0 20.0 72.8 76.3 54.4 2012

145 30.0 20.0 67.8 76.6 52.6 2013

146 30.0 45.0 60.8 67.8 48.3 2014

157 30.0 25.0 60.8 71.2 50.5 2015

.Source : The heritage foundation & wall street journal, index of economic freedom
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idaiaal) Ghdigadl  LIV.2
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cleay) aall il ) A palal) g Ul
il sluly agall Jadng .GDP L)) agall oluily a5mll :M2/GDP agail) sludfy 258l o
(oY wilaglly (AiSiall LasSall adlag Cadlay allall il adlaglly clsill z)la Alaall & sens
A0S al) L sSall (DA daskall e Ul dpual) Alaally adlaglls el il
Glo s Glangdl deg (uld dal e Wl :(INST) Adlaujall gl v
b bl hEY) aniil Ay 85 (A political risk duslual jlalaall (Sl sl
calal) callailly Al ¢ asSall LYl hse 12 G0 She Hdse o Bl sed (bl
Slehpall Ayl clelpall (glanay) il cuhbiaall Asbed) cdalig ) de gl
& Sl JA Al l gl Apbandls BpsbaiB) Cag R cdualal) cilelpall i)
Aadiyall Aol uSally Andiye Apubiw Hhlie o b5l diadiid) dedll J8 G (L)
Auaddie b phladll e Jo 585l
t Ay syl g Ul ekl el (SAY) il ans by i LS
L ad) mU) Ja] e Bl Cualy (uliss :RGDPP (galuaiy) gail) —
L Saa¥) aall bl ) @lalslly chalall g sane dawiy (ol :Trade gladl) ¢ Gay) —
DI e alall (sgisalls (ulaall :INF adiiadl) —
oy Gl a3 Aapy bl (2002) Ito and Chinn Jd (e o)Sul 23 :KAOPEN ydija —
Jlall

LS Vpally lg aall clpabin anas Lewlid 215 1Ol Lagdall 3lgall 3,39 —

Giradll g Uil ok Ao Shewsall HRY) 3 ladl dal e Al dagile V.3
F AT sV e adiein
BANK, = f(INST, ,0IL, X,) (1)

sl JUY) 850 Jia INST ot 55dl) (3 8pad) g Uaill ol 850 it BANK Cum
Clyial) Joié X LT et 35l 3 Gaandal) 3lsall 585 OIL Jiais of 35l 8 (ibownsall de53)

A KA e laatV) Alsbes RS (e - gpeadl) Uil kil 3juiall (55891
BANK, = f,+ fB,INST, + B,RGDPP, + B,TRADE, + ,INF, + B _KAOPEN,
+B,OIL, + B OIL, = INST, + £,(2)

Gonulal) 3lsall 35 pdfes Clinsall daegi jb5e o Jelil) 3 OIL < INS, Jie Cus
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tdaladl) aa pilill) ap V

Ay dsaall b L) bl DA e i dpmaall pUadll jghall GShall JdGal V.1

A Saa¥) ol (e %80.92 Mo it (A Falil) A of &) aidll i (06)

FST S (A Ll A e B zpatd) Sasal Gl Ml cdlal) bl

) ) Al dadpall Clasbed) Lt Jalls ¢ ) il ol ubil Ade
igall 138 e die Hlae W) (e il

olga (03)22ell(02) alasll

(06) a8, Jsaad)
Araall g Ul | ghil call jdigall L) GLal) aladials Jalatl) il
Rl ol Al 2SI Ao AS A Sl
Value Difference Proportion Cumulative Cumulative a‘.'\uhji\
Value Proportion
1.618485 1.236970 0.8092 1.618485 0.8092 1
0.381515 0.1908 2.000000 1.0000 2

@haa) alatinl Aaell Dl Ll (ands Vol asiie Cus Baagl) da Lad) V.2

.(KPSS) Kwiatowski, Phillips, Schmidt and Shin Ll «(PP) phillips — perron s «(ADF)

(07) & Jsaad
Aaiajl) Jedlad) fiad jlLad) gl

KPSS PP ADF AN il picial)
Js¥ Gual Aie SV Gudl e J¥) Gudll e (&)
(8 gaal) & Ssal) 8 Sal)
0.0760 0.1714 -3.7177 -0.9192 -3.7592 -0.6451 1(1) BANK
0.1299 0.1736 | -3.9099 | -1.9874 | -3.7554 | -2.4359 1(1) RGDPP
0.1469 0.1103 -4.4922 -2.6082 -4.3776 -2.3856 1(1) TRADE
0.0885 0.0809 -4.6384 -2.1563 -4.6384 -2.0298 1(1) INF
01478 0.1413 | -5.9576 | -3.6431 | -5.8210 | -2.4542 1(1) KAOPEN
0.1179 0.1249 -4.9579 -1.8710 -4.9579 -1.8460 1(1) OIL
INST
- 0.0591 - -3.1094 - -3.3774 1(0) RESEDU

53 s AL dared) Bacaydl) Jo 25 45l iy (07) o) Jsand) 8 G sall 3ll) DA (g

BANK, RGDPP, TRADE, INF, kAOPEN, ) aJull cpaiall aoead Zaaally saagdll jia
i Lee il Gutil Jo¥) Gyl Lassilly Tpuajill 030 iy @3 43 Y] (gsisd) 2ie (INST,OIL
shak W mavw Laa . %5 Ligina (s5ie ic (1) ds¥) B Aaps vie AlalSie cyiall oa
Jal @Al (Cointegration test) ualiall Jalsall jlad) Jeaiuin dua eoaliall Jalall jlasl
o) G Jushall gaall 3 ARl Auhyy mans 63 5 ¢(1981) C.W.J.Granger )b 1

N laaiV) A e bl prans WS Al e (e AlalSially 3l e Al
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Araal) gladll ol o ciluball degig Lasal) 3lgal) 539 A
Al Cua ccalial)l JalKall Cilgatia 2o paaty HLEAY) 138 e 1Calial) Jalsil) Las) V.3
13 s ey gkl 5ol 8 zdsail i cp A8e cllla culS 1Y) Lo Lasl A (e
(08) 3, ssall 3 _LaaY)

(08) pd; Jgsal
Johansen J & jidal) Jalsil) jLad) msli

1) 4 53 . xie da_al) ol -

No. of CE(s) | 35 i Thomay | SR | o M}’: :;M Jaia¥) duuad
None * 0.896412 176.6537 125.6154 0.0000
Atmost1* 0.775391 113.1684 95.75366 0.0019
At most 2 * 0.657884 71.35332 69.81889 0.0375
At most 3 0.476587 41.32036 47.85613 0.1787
At most 4 0.379850 23.19358 29.79707 0.2367
At most 5 0.262417 9.815369 15.49471 0.2952
At most 6 0.045123 1.292824 3.841466 0.2555
7At most 0.000231 0.006939 3.841466 0.9330

iy Jalls %5 Asine (grine vie Aapal) aill e ial Ay O goiaiy odlel Jsaall (e
Cleaie 2 o) iy «0al A e ol JalSll ABDle d5ay (51 cHp Aseasd) )il
Gradl glhadll ol e o e 13 5 %5 Aigine Giae die 12 Galiia) JalSl
glladll okt ASLe Aglad Aadg dgas o Bpmtall bl Ak ae Laliie DLalSS elSie
Yl gl cchaiall o da¥) Ak Anls Al dsay Ao Jy lae cdihane Gk yadl
eline Ssha jedin Cumy ashall saall & Ganll lgaiany e LES 2ans
Wle b (Ko ald (1987) Granger s Engle e (<0 oliall Jalsall jloaly alally
p A Jsaall 8 anils el 5 (2) Aalaally At oY)

(09) a8, Jsaa
Granger g Engle 1 (jafjiall Jalsil) jLid) ails
JlaiaY) A Jalaal) Cpaiiall

0.0001 -10.87708% * * C

0.0085 0.001440%* * * RGDPP

0.5229 -0.007863 INF

0.0125 -0.052113** TRADE

0.9528 -0.042010 KAOPEN

0.0001 0.159688* * * INST

0.0465 0.000153** OIL

0.0235 -2.98E-06** OIL*INST
1.7635 ol la laal 0.8854 i) Jalea

*** significant at 1%, ** significant at 5%, * significant at 10%
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Slo Ju e sy 0.8854 cialy 38 aaail) alae A 0l iy ((09) Jsaall DA
bl o Cus ¢ padl g Uaill el b Gians ) @bl s e 433 z3sall 53ga
O LS . hpadl) g Uil jeli b LN (e %88.54 e s L Wl i Alfisal) priall b
Juaa) jedas 13 Lelad¥l o 3 By 3ay ) a8 Y Durbin-Watson asilaa)
Giradll g Uil ki o AR il aDle z3gail) Jills % 1 e saal il F Statistic
~dashll (saall & 4dlarsag
Jushll (gaall (8 Lisinas lulagl Jadin ) pUadll o ol a8 53l 2als (e Wl
e silly Daandall Dlsall 385 ((Bsuall pany Al Qllall) Jadll 23U e 2l das e IS
Dlsall 8855 Abnsgall Lo sill G Jelidl) any @ladll FEEY) Ga IS Labu il LS Al al
e gine i L (S ol I sl jSi5es szl aas te IS ety Led Wl LAl
cashall (sl & dead) g Undl) b
b acaiall Joonl) w5 DA ey (o) 3 s i Ubdl) muaaal pigad i V.4
(1) JaaiVl dlolea 35 Alals 8 3aag)l 3a dsas ades AL Abad) G jdl) J58 5 4|
JolSll ABle dag (6 JaY) ALk WDl dsay Ao Jy Lae dd(0) sl die AlalSie a
dudbadl (g Apeal) A pad WiSey dles ailaane Ly padll g ladll Holat (g (aljiall
o (Sars ol maaail 2 3san el DA e ¢ aliie JalS Al Lt Jassi ) dsia)l
(10) Jsaall & il mil jedis G (palell (grall eyl Al aladiuly Aoleall 038

.ataj
(10)e; s
sy Tl igal Al il
Jlaiay) a.wu Jalaall &) pardiall
***+0.0013 0.859478 D(BANK(-1))
0.7048 -0.000377 D(RGDPP)
0.8500 -0.000180 D(RGDPP(-1))
0.6682 -0.005777 D(INF)
0.6756 0.006194 D(INF(-1))
**0.0228 -0.043912 D(TRADE)
0.1207 0.027470 D(TRADE(-1))
0.5626 0.274340 D(KAOPEN)
0.7890 -0.148119 D(KAOPEN(-1))
0.1020 0.063315 D(INST)
0.3470 -0.025841 D(INST(-1))
0.5355 4.53E-05 D(OIL)
0.1180 1.33E-05 D(OIL(-1))
0.2412 -1.39E-06 D(OIL*INST)
0.5762 4.54E-07 D(OIL*INST(-1))
*0.0709 -0.490274 E(-1)
2.0710 iy Oyl 0.8609 aaill Jales

*** significant at 1%, ** significant at 5%, * significant at 10%
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