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Reading in the reality of Territorial watch systems in Algeria

KBST RACT :

The aim of this study is to identify how to design of
territorial cells to suit the needs of regional
developmentin Algeria as well as their evaluation .
Considering that these cells have a territorial
network dimension that includes all territorial
agents, a model of two- The recommendations in
this paper are to strengthen the role of watch cells
in activating regional economic intelligence
policies, adapting them to the specificities of local
regions and valuing their resources, as well as
anticipating the future effects of these policies by
integrating them The vision of the national plan for

the creation of the province 2030

KAY WORDS: territorial watch cells; economic

intelligence; regional development; territorial

policies; TANP 2030.
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Abstract

This study aims to highlight the role of
successful  banking mergers in achieving the oozl
comprehensive banking business of the contemporary zlot¥l cildee yon 31l I duwbyudl sl aus
and to drop the reality of the Algerian banking sector, olall Loaddl 5 all Joadl a3 Amaldl 3 0l
and for this was based on the descriptive analytical J2T (es cgpiliamll 3l gllasll adly e clls blaw)s
approach to describe and analyze the variables of the Jel=iy ciiog] deill Lamoll modl e slezed] @5 U3
study. The study found that the option of banking zloa¥l 5l of ) dhyudl cliogs udy cdulyudl ol i
integration is one mechanism Which enabled the oo &l CBlall (S @l dal ) LW us gs 5 uall
Algerian banks to access the world of modern banking Jigadll 8939 graall Lgaddl 3 rall Jeall @lle l zolodl
and provide funding for various projects under the A8y leliges e Angpall seall (b (5 asladl calwal
constraints of their funding. The study suggested the I 0 2 il I Aol g 59 4> oyl a3
need to continue banking reforms through the zlous¥l cldee @lasig suxi (8l cila padlly mleall cru
enactment of laws and regulations that define and Sloadll g=i Lgags e amdds & sh=il ylall oo
regulate the work Data integration between Algerian AlLad 28 aally Cbyai lo b g degull Adllls 4.8, L
banks and encourage orientation towards diversified
banking and financial services as part of what is known Abladl ylall 5 all zlsdl dlall oLl
as comprehensive Bachirvh. closdll dpall Jyeddl gl Ermall glaall
Keywords: Banking merger (Banking integration), taudyall
Comprehensive banks, Algerian banking sector,
Inclusive banking, Banking services.
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Abstract :

the aim of this study seeks to deal with the fundamental
problem concerning the banking system represented in
the weakness of the scientific method which adopted in
the management of banking risks, which led to the
emergence of banking crises and the worsening it
effects, and so that the management of the private bank
should realize the importance of banking risk
management in a proper way and according to the
requirements of the Bale3 We concluded that the
SGA&GBA banks comply in an acceptable manner with
the prudential rules in terms of capital adequacy and
liquidity ratios according to Basel 1 and 2, and in terms
of solvency ratio and leverage ratio according to Basel
3.While BNP paribas does not comply with solvency
ratios and capital adequacy indicators except for the
ratio of deposit coverage, with its commitment to
liquidity ratios and leverage ratio

Key words : Basel 1, 2, 3committee, capital adequacy
indicators, leverage ratio,liquidity ratio, private banks,
prudential ratios, solvency ratio,.
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ABSTRACT:

The study aimed to measure and analyze the impact of
manufacturing industries on the economics growth in the
Kingdom of Saudi Arabia, and to identify the concept of
manufacturing industry and its importance, nature and
attempt to analyze the size of the growth of the
manufacturing industries and their contribution to
economic growth. The researcher used Vector Auto
regression (VAR) model, unit root test, cointegration test,
causality test and analysis of variance test to illustrate the
real relationship between rate of economic growth and rate
of the domestic product of the manufacturing industries,
rate of oil exports, rate of industrial loans and the rate of
manufacturing industries exports, the study has shown
negative impact of the manufacturing industries and oil
exports on the economic growth in the long run despite of
its positive impact in the short run, and existence of direct
relationship between oil exports and the economic growth,
and inverse relationship of industrial loans and industrial
exports on the economic growth. Atthe end of the study, the
researcher suggested a number of recommendations, the
most important is that the decision makers should take into
account the manufacturing industries and oil exports,
considering the expectations of the oil global markets risks
and the import prices in the long term.

Keywords: economic growth, manufacturing, Saudi

Arabia

lel classification : L10, L50.
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Critical Value Eigenvalue
69.81889 0.901853
47.85613 0.747645
29.79707 0.635862
15.49471 0.449917
3.841466 0.173685
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2016-1990 &2l g5 gaudl sLaid¥| ol pdiga (po A

Slhole | oeall | ababall Jdas el Jdae dlex! | adl

clebpall | Zaelpall | bl | Geadl | dell| Gsadl | @l

Alsntll | osdll) | LWL | clelall | Jld | gl gl

O9llL) (L o | Aeksmdll | alelyal el GDP

L % | Alsmill | %l | osellly)

05l UL

(JL

5,661 5138 | 164242 20.06 37,635 1519 | 440,525 1990
5513 6,324 | 2382.11 11.95 42,134 15.01 | 495,176 1991
5,742 7,294 | 2408.98 9.32 46,064 399 | 513,394 1992
5,819 9,580 | 2296.92 2.14- 45,074 1.36- | 497,965 1993
7,878 12,883 | 2275.27 5.03 47,343 0.56 | 506,231 1994
10,166 12,187 | 2296.13 8.48 51,359 0.21 536,820 1995
10,435 13,848 | 2236.01 12.86 57,965 264 | 594,191 1996
11,036 14,424 | 2257.33 7.56 62,350 110 | 621,533 1997
9,961 21,447 | 2332.48 6.82- 58,094 2.89 | 550,408 1998
9,189 23,753 | 2087.68 8.1 62,800 3.76- | 606,439 1999
12,125 23,773 | 2282.38 8.74 68,290 563 | 710,681 2000
13,478 24,659 | 2203.10 1.34 69,206 1.21-| 690,516 2001
13,704 24,324 | 1928.89 5.18 72,795 2.82-| 711,022 2002
16,200 26,604 | 2380.85 18.5 86,267 11.24 | 809,279 2003
18,673 26,519 | 2486.77 16.21 100,254 796 | 970,283 2004
24,329 34,460 | 2631.24 1716 | 117,466 5.57 | 1230,771 2005
26,441 37,566 | 2565.72 1532 | 135,471 5.79 | 1411,491 2006
31,239 54,339 | 2541.16 14.38 | 154,959 1.85 | 1558,827 2007
36,102 79,333 | 2672.42 1299 | 175,100 6.25 | 1949,238 2008
29,628 75,054 | 2287.66 0.28- | 174,600 2.06- | 1609,117 2009
40,168 90,082 | 2425.09 2495 | 218,171 5.04 | 1980,777 2010
60948 | 111,662 | 2634.59 15.5 | 252,003 10 | 2517,146 2011
66,636 | 126,203 | 2783.76 27.21 270,180 5.41 | 2759,906 2012
68,340 | 139,764 | 2763.78 292 | 278,071 2.7 | 2799927 2013
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73,370 | 185,441 | 2611.01 1011 | 306,189 3.65 | 2836,314 2014
57,951 172,998 | 2614.51 164 | 311,215 411 | 2453,512 2015
49,441 176,355 | 2794.59 0.23 | 311,959 1.74 | 2424,144 2016

:L“,ij_;iﬂ}(\ L1,11,(2017, é}z.‘dl L_,JLp.';g(\ ):).E.iﬂ ,é.)}.’.w.n g).aJl el Luwga): SLL jolas

http://www.sama.gov.sa/ar-sa/EconomicReports/Pages/YearlyStatistics.aspx

Anlydl Sl pdie goi ¥ uas

year GDP IN OX IC IX
1990 1519 | 20.06 | -.89 18.94 | 13.05
1991 15.01 | 11.95 | -89 18.94 | 13.05
1992 | 3.99 9.32 113 15.34 | 415
1993 | -1.36 |-214 | -4.65 31.34 | 1.34
1994 | .56 5.03 -94 3448 | 35.38
1995 21 8.48 .92 -540 | 29.04
1996 | 2.64 12.86 | -2.62 13.63 | 2.65
1997 1.10 7.56 .95 4.16 5.76
1998 2.89 -6.82 | 3.33 4869 | -9.74
1999 |-3.76 | 8.10 -10.50 | 10.75 | -7.75
2000 | 5.63 8.74 9.33 .08 31.95
2001 -1.21 1.34 -347 | 3.73 11.16
2002 | -2.82 | 5.18 -12.45 | -1.36 1.68
2003 11.24 | 18,50 | 2343 | 9.37 18.21
2004 | 7.96 16.21 | 4.45 -32 15.27
2005 5.57 1716 | 5.81 2994 | 30.29
2006 | 5.79 1532 | -249 | 9.01 8.68
2007 1.85 1438 | -.96 4465 | 1815
2008 6.25 1299 | 517 46.00 | 15.57
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2009 | -2.06 |-.28 -14.40 | -539 | -17.93

2010 | 5.04 2495 | 6.01 20.02 | 3557

2011 10.00 | 15.50 | 8.64 2396 | 51.73

2012 | 541 27.21 | 5.66 13.02 | 933

2013 2.70 292 -72 10.75 | 2.56

2014 | 3.65 1011 | -5.53 3268 | 7.36

2015 | 411 1.64 A3 -6.71 -21.02

2016 1.74 .23 6.89 1.94 -14.68

(GDP)gsLaid¥l goill June stia |yt ADF dlasolgs Busgll s culyliasl gulas: (1) Joux

Null Hypothesis: GDP has a unit root

Exogenous: Constant

Lag Length: 0 (Automatic - based on SIC, maxlag=6)

Prob.* | t-Statistic

0.0030 | -4.219618 |Augmented Dickey-Fuller test statistic

-3.711457 1% level [Test critical values:
-2.981038 5% level
-2.629906 10% level

*MacKinnon (1996) one-sided p-values.

Augmented Dickey-Fuller Test Equation

Dependent Variable: D(GDP)

Method: Least Squares

Date: 02/16/18 Time: 18:26

Sample (adjusted): 1991 2016

Included observations: 26 after adjustments
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Prob.| t-Statistiq  Std. Error Coefficient Variable
0.0003| -4.219618| 0.173545| -0.732294 GDP(-1)
0.0347] 2.238926| 1.097119 2.456369 C

0.517308 Mean dependentvar | 0.425908R-squared
5.544353| S.D.dependent var 0.401988Adjusted R-squared
5.823096| Akaike info criterion 4.287517S.E. of regression
5.919873| Schwarz criterion 441.1873Sum squared resid
5.850964, Hannan-Quinn criter. | -73.70025|Log likelihood
2.172022| Durbin-Watson stat 17.80517|F-statistic
0.000302|Prob(F-statistic)

(ND 2k gl cileliall gos Jiae ik ylpiiud ADF Alaulgs samgll piir Silylias | sl (2) Jos

Null Hypothesis: IN has a unit root

Exogenous: Constant

Lag Length: 0 (Automat

ic - based on SIC, maxlag=6)

Prob.* | t-Statistic

0.0039 | -4.111755 |Augmented Dickey-Fuller test statistic
-3.711457 1% level [Test critical values:
-2.981038 5% level
-2.629906 10% level

*MacKinnon (1996) one-sided p-values.

Augmented Dickey-Fuller Test Equation

Dependent Variable: D(IN)

Method: Least Squares

Date: 02/16/18 Time: 18:27
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Included observations: 26 after adjustments
Prob. t-Statistiq  Std. Error Coefficient Variable

0.0004, -4.111755 0.200206| -0.823199 IN(-1)

0.0071| 2.944152| 2.604421 7.667813 C
0.762692) Mean dependent var 0.413297R-squared
10.47485 S.D.dependent var 0.388851Adjusted R-squared
7117220 Akaike info criterion 8.188821S.E. of regression
7.213997| Schwarz criterion 1609.363/Sum squared resid
7.145088 Hannan-Quinn criter. | -90.52386|Log likelihood
2.018663| Durbin-Watson stat 16.90653|F-statistic

0.000397|Prob(F-statistic)

(OX)adasill Slysball ga Joas e ylyaietd ADF dalgs sl yio cllas| mlis(3) Joix

Null Hypothesis: OX has a unit root

Exogenous: Constant

Lag Length: 0 (Automat

ic - based on SIC, maxlag=6)

Prob.* | t-Statistic

0.0000 | -6.344691 |Augmented Dickey-Fuller test statistic
-3.711457 1% level [Test critical values:
-2.981038 5% level
-2.629906 10% level

*MacKinnon (1996) one-sided p-values.

Augmented Dickey-Fuller Test Equation
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Dependent Variable: D(OX)
Method: Least Squares
Date: 02/16/18 Time: 18:28
Sample (adjusted): 1991 2016
Included observations: 26 after adjustments
Prob.| t-Statistiq  Std. Error Coefficient Variable
0.0000 -6.344691 0.199447| -1.265430 OX(-1)
0.5038 0.678707| 1.477421 1.002735 C
0.299028 Mean dependent var 0.626489R-squared
12.04335 S.D.dependent var 0.610926Adjusted R-squared
6.944721| Akaike info criterion 7.512138S.E. of regression
7.041497| Schwarz criterion 1354.373/Sum squared resid
6.972589 Hannan-Quinn criter. | -88.28137|Log likelihood
2.105587| Durbin-Watson stat 40.25510|F-statistic
0.000001|Prob(F-statistic)

(10) e lisall oo 3520l gos Juna AdLe )il ADF dlalgy bl yiar cilyliasn | ilic (4) Jpun

Null Hypothesis: IC has a unit root

Exogenous: Constant

Lag Length: 0 (Automatic - based on SIC, maxlag=6)

Prob.* | t-Statistic

0.0003 | -5.128868 |Augmented Dickey-Fuller test statistic
-3.711457 1% level [Test critical values:
-2.981038 5% level
-2.629906 10% level
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*MacKinnon (1996) one-sided p-values.

Augmented Dickey-Fuller Test Equation

Dependent Variable: D(IC)

Method: Least Squares

Date: 02/16/18 Time: 18:28

Sample (adjusted): 1991 2016

Included observations: 26 after adjustments
Prob. t-Statistiq  Std. Error| Coefficient Variable

0.0000] -5.128868 0.206569 -1.059467 IC(-1)

0.0018] 3.508074 4.695700 16.47286 C
0.653828 Mean dependent var 0.522913R-squared
23.87888 S.D.dependent var 0.503034Adjusted R-squared
8.558435| Akaike info criterion 16.833611S.E. of regression
8.655212| Schwarz criterion 6800.887/Sum squared resid
8.586303| Hannan-Quinn criter. | -109.2597|Log likelihood
1.979729 Durbin-Watson stat 26.30529fF-statistic

0.000030

Prob(F-statistic)

Ll ¢l — el o
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Null Hypothesis: IX has a unit root

Exogenous: Constant

Lag Length: 0 (Automat

ic - based on SIC, maxlag=6)

Prob.* | t-Statistic

0.0070 | -3.865325 |Augmented Dickey-Fuller test statistic
-3.711457 1% level [Test critical values:
-2.981038 5% level
-2.629906 10% level

*MacKinnon (1996) one-sided p-values.

Augmented Dickey-Fuller Test Equation

Dependent Variable: D(IX)

Method: Least Squares

Date: 02/16/18 Time: 18:29

Sample (adjusted): 1991 2016

Included observations: 26 after adjustments
Prob. t-Statistiq  Std. Error| Coefficient Variable

0.0007| -3.865325 0.209881| -0.811259 IX(-1)

0.0592] 1.980801| 4.273736| 8.465421 C
1.066724| Mean dependent var 0.383679R-squared
22.21274 S.D.dependent var 0.357999Adjusted R-squared
8.669847| Akaike info criterion 17.79795S.E. of regression
8.766624| Schwarz criterion 7602.407/Sum squared resid
8.697715| Hannan-Quinn criter. | -110.7080|Log likelihood
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1.844108| Durbin-Watson stat 14.94074F-statistic

0.000740Prob(F-statistic)

(VAR) Unie)l zmemsas 2T 7 30 Walae yyukds 5l :(6) Joor

Vector Error Correction Estimates

Date: 02/16/18 Time: 18:47

Sample (adjusted): 1993 2016

Included observations: 24 after adjustments

Standard errors in () & t-statistics in [ ]

Cointkq1

Cointegratingkq:

1.000000

GDP(-1)

-0.485530

IN(-1)

(0.02359)

[-20.5801]

-0.339296

OX(-1)

(0.03223)

[-10.5258]

0.037777

IC(-1)

(0.00977)

[ 3.86490]

0.141372

IX(-1)

(0.01301)

[ 10.8630]

-0.419886
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D(IX) D(IC) D(OX) D(IN) D(GDP) Error Correction:

-0.431908 | -1.697050 | 3.738341 2.045894 | -0.104944 Cointkq1

(4.47302) | (4.60810) | (2.10039) | (2.49161) | (1.03385)

[-0.09656] | [-0.36828] | [1.77983] | [0.82111] | [-0.10151]

-0.447302 | -1.850047 | -0.764462 | 0.363671 | -0.022475 D(GDP(-1))

(1.88596) | (1.94291) | (0.88559) | (1.05054) | (0.43590)

[-0.23718] | [-0.95220] | [-0.86323] | [0.34618] | [-0.05156]

-1.783329 | -0.145560 | 0.238080 | 0.103117 | 0.062755 D(GDP(-2))

(1.42458) | (1.46760) | (0.66894) | (0.79353) | (0.32926)

[-1.25183] | [-0.09918] | [0.35591] | [0.12995] | [0.19059]

0.251399 | 0.146116 | 1.605075 | -0.036358 | 0.157083 D(IN(-1))

(1.62128) | (1.67024) | (0.76130) | (0.90310) | (0.37472)

[0.15506] | [0.08748] | [2.10833] | [-0.04026] | [0.41920]

-0.297473 | 1.433372 | 0.683079 | -0.000113 | 0.074339 D(IN(-2))

(0.96656) | (0.99574) | (0.45386) | (0.53840) | (0.22340)

[-0.30777] | [1.43950] | [1.50503] | [-0.00021] | [0.33276]

-0.167849 | 0.055195 | -0.674912 | -0.376381 | -0.347959 D(OX(-1))

(0.78807) | (0.81187) | (0.37005) | (0.43898) | (0.18215)

[-0.21299] | [0.06798] | [-1.82383] | [-0.85740] | [-1.91033]

1.388657 | 0.217923 | -0.405068 | -0.039257 | -0.179595 D(OX(-2))

(0.75130) | (0.77399) | (0.35279) | (0.41850) | (0.17365)

[1.84834] | [0.28156] | [-1.14819] | [-0.09381] | [-1.03425]

-0.413036 | -0.393105 | -0.161181 | -0.143553 | -0.039222 D(IC(-1))

(0.23786) | (0.24504) | (0.11169) | (0.13249) | (0.05498)
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[-1.73650] | [-1.60426] | [-1.44312] | [-1.08347] | [-0.71344]
-0.259787 | -0.213507 | -0.014551 | -0.105666 | -0.009008 D(IC(-2))
(0.22696) | (0.23381) | (0.10657) | (0.12642) | (0.05246)
[-1.14465] | [-0.91316] | [-0.13654] | [-0.83582] | [-0.17173]
-0.133545 | 0.053350 | -0.331190 | -0.045219 | 0.050439 D(IX(-1))
(0.50928) | (0.52466) | (0.23914) | (0.28368) | (0.11771)
[-0.26223] | [0.10169] | [-1.38491] | [-0.15940] | [0.42851]
-0.633559 | -0.377941 | -0.449454 | -0.095104 | -0.079347 D(IX(-2))
(0.43838) | (0.45162) | (0.20585) | (0.24419) | (0.10132)
[-1.44522] | [-0.83685] | [-2.18339] | [-0.38946] | [-0.78310]
-2.217700 | -1.083416 | 0.189797 | -0.350895 | 0.020617 C
(4.07855) | (4.20172) | (1.91516) | (2.27188) | (0.94267)
[-0.54375] | [-0.25785] | [0.09910] | [-0.15445] | [0.02187]
0.631827 | 0.663424 | 0.725045 | 0.477342 | 0.630844 |R-squared
0.294336 | 0.354897 | 0.473003 | -0.001761 0.292450 |Adj. R-squared
4517.773 4794.752 996.1457 1401.796 241.3436 |Sum sq. resids
19.40312 | 19.98906 | 9.111100 | 10.80816 | 4.484636 |S.E.equation
1.872127 | 2.150291 2.876681 0.996325 | 1.864231 |F-statistic
-96.90717 | -97.62121 | -78.76460 | -82.86399 | -61.75254 |Log likelihood
9.075598 | 9.135100 | 7.563717 | 7.905332 | 6.146045 |Akaike AIC
9.664625 | 9.724127 | 8.152744 | 8.494359 | 6.735072 |Schwarz SC
-0.784943 | -0.558246 | 0.239988 | -0.378750 | -0.093750 |Mean dependent
23.09790 | 24.88730 | 12.55066 | 10.79866 | 5.331491 |S.D.dependent
Determinant resid covariance (dof
1.68E+08 adj.)
5265492. |Determinant resid covariance
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-355.9928 |Log likelihood

35.08274 |Akaike information criterion

38.27330 |Schwarz criterion

Uadell uomaas 3905 § LIALLI JolSl Sollais | bz (7) Jorn

Date: 02/16/18 Time: 18:30

Sample (adjusted): 1992 2016

Included observations: 25 after adjustments

Trend assumption: Linear deterministic trend

Series: GDP IN OX IC IX

Lags interval (in first differences): 1to 1

Unrestricted Cointegration Rank Test (Trace)

0.05 Trace Hypothesized
Prob.** Critical Value |  Statistic Eigenvalue | No. of CE(s)
0.0000 69.81889 137.4224 0.901853 None *
0.0000 47.85613 79.39009 0.747645 At most 1 *
0.0005 29.79707 4496716 0.635862 At most 2 *
0.0109 15.49471 19.71163 0.449917 At most 3 *
0.0290 3.841466 4769471 0.173685 At most 4 *

Trace test indicates 5 cointegratingeqn(s) at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level
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Pairwise Granger Causality Tests

Date: 02/16/18 Time: 18:31

Sample: 1990 2016

Lags: 2

Prob. |F-Statistic| Obs |Null Hypothesis:

0.0612| 3.22343 25 |IN does not Granger Cause GDP

0.7280 0.32256 |GDP does not Granger Cause IN

0.6182| 0.49276 25 |OX does not Granger Cause GDP

0.6309| 0.47138 |GDP does not Granger Cause OX

0.3676 1.05253 25 |IC does not Granger Cause GDP

0.1409 2.16477 |GDP does not Granger Cause IC

0.5379 0.63967 25 |IX does not Granger Cause GDP

0.2715| 1.39275 |GDP does not Granger Cause IX

0.6896| 0.37869 25 |OX does not Granger Cause IN

0.1259| 2.30308 |IN does not Granger Cause OX

0.8618/ 0.14985 25 |IC does not Granger Cause IN

0.0910] 2.70914 |IN does not Granger Cause IC

0.5479 0.62012| 25 |IXdoes not Granger Cause IN

0.6887| 0.37992 |IN does not Granger Cause IX

0.1387| 2.18422 25 |IC does not Granger Cause OX

0.5956| 0.53184 |OX does not Granger Cause IC

0.7146| 0.34173 25 [IX does not Granger Cause OX

0.1860 1.83180 |OX does not Granger Cause IX
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0.9269 0.07624| 25 |IXdoes not Granger Cause IC
0.4640 0.79812 |IC does not Granger Cause IX
i
£ 3geill Sl bl Jolos yLas 1 :(9) Joun
Variance Decomposition of GDP:
Perio
IX IC OX IN GDP S.E. d
0.000000 | 0.000000 | 0.000000 | 0.000000 | 100.0000 | 4.484636 1
0.070613 | 1.590640 | 5.279739 | 14.55062 | 78.50839 | 6.386959 2
0.299439 | 3.256682 | 7.937214 | 11.89892 | 76.60775 | 7.063946 3
0.258307 | 3.359163 | 6.608277 | 10.33299 | 79.44127 | 7.741742 4
0.192910 | 2.668513 | 9.033650 | 12.29775 | 75.80718 | 8.982981 5
0.254752 | 3.435141 | 8.640356 | 11.16252 | 76.50723 | 9.497073 6
0.221775 | 3.542830 | 8.048257 | 10.95290 | 77.23423 | 10.22051 7
0.204267 | 3.307525 | 8.943180 | 10.85172 | 76.69331 | 10.97121 8
0.212624 | 3.718709 | 8.522434 | 10.42095 | 77.12529 | 11.39684 9
0.197895 | 3.648173 | 8.463307 | 10.29383 | 77.39680 | 12.06440 | 10
Variance Decomposition of IN:
Perio
IX IC OX IN GDP S.E. d

0.000000 | 0.000000 | 0.000000 | 38.36823 | 61.63177 | 10.80816 1
0.793024 | 0929717 | 6.484795 | 40.60553 | 51.18693 | 13.06226 2
0.569824 | 5.497064 | 6.086131 | 41.90192 | 45.94506 | 15.49897 3
0.668669 | 5.602606 | 6.985506 | 40.46402 | 46.27920 | 16.33401 4
0.578808 | 5.158209 | 6.073981 | 40.91630 | 47.27270 | 17.68240 5
0.671750 | 5197747 | 5.578974 | 42.48605 | 46.06548 | 18.49310 6
0.585900 | 5.353535 | 4.856268 | 42.39738 | 46.80691 | 20.00740 7
0.616588 | 5.371720 | 4.860824 | 42.08322 | 47.06764 | 20.78225 8
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0.597643 | 5.375049 | 4.389640 | 43.23407 | 46.40360 | 21.89180 9
0.591880 | 5.485669 | 4.207385 | 43.29580 | 46.41927 | 22.66822 | 10
Variance Decomposition of OX:

Perio

IX IC oX IN GDP S.E. d
0.000000 | 0.000000 | 28.79538 | 1.946958 | 69.25766 | 9.111100 1
0.670351 | 0.118044 | 24.26747 | 6.989052 | 67.95508 | 11.48786 2
0.714554 | 0.556063 | 22.34899 | 8.673896 | 67.70650 | 12.16319 3
0.821762 | 0.552162 | 25.23406 | 8.175594 | 65.21642 | 12.98107 4
0.647408 | 0.489813 | 20.59650 | 7.436464 | 70.82982 | 14.64810 5
0.616260 | 0.527324 | 20.04828 | 9.033897 | 69.77424 | 1513297 6
0.594417 | 0.556946 | 18.73321 | 8.573810 | 71.54161 | 16.11097 7
0.559827 | 0.516081 | 17.42305 | 8.075792 | 73.42525 | 16.74372 8
0.528432 | 0.592917 | 17.33286 | 7.737209 | 73.80858 | 17.32090 9
0.532420 | 0.551884 | 16.17312 | 7.241302 | 75.50128 | 17.95707 | 10
Variance Decomposition of IC:
Perio
IX IC OX IN GDP S.E. d

0.000000 | 86.12210 | 10.66391 | 1.984821 | 1.229170 | 19.98906 1
0.147509 | 83.16816 | 12.31283 | 1.851619 | 2.519884 | 23.15628 2
0.678481 | 74.08132 | 8.382140 | 2.261081 | 14.59698 | 28.07973 3
0.792427 | 77.63945 | 6.909677 | 2.488175 | 12.17027 | 31.50736 4
0.734130 | 73.38133 | 8.966830 | 5.851864 | 11.06585 | 33.85364 5
0.795099 | 7217171 | 8.162434 | 8.436992 | 10.43377 | 36.05518 6
0.678287 | 73.66624 | 7.041969 | 7.479069 | 11.13444 | 39.04252 7
0.614392 | 74.75956 | 7.079700 | 7.453212 | 10.09313 | 41.02374 8
0.674936 | 73.98214 | 8.046599 | 7.026210 | 10.27012 | 42.47284 9
0.610703 | 74.89262 | 7.287613 | 6.357219 | 10.85184 | 44.67214 | 10

Variance Decomposition of IX:
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IX IC OoX IN GDP S.E. d
6.036042 | 0.004080 | 24.43168 | 57.72241 | 11.80579 | 19.40312 1
4.932001 | 8.563363 | 15.16375 | 63.13890 | 8.201987 | 27.56143 2
4.630449 | 14.70122 | 16.92698 | 56.20052 | 7.540834 | 29.24010 | 3
5.975555 | 13.49169 | 18.37778 | 5511761 | 7.037357 | 30.55693 4
5.888279 | 11.84287 | 19.47499 | 56.90472 | 5.889133 | 33.40339 5
5.723100 | 13.55745 | 22.80011 | 52.42828 | 5.491065 | 35.08567 6
6.183796 | 12.89869 | 21.73067 | 5217593 | 7.010910 | 36.57722 7
6.470303 | 12.31328 | 22.24341 | 52.57734 | 6.395657 | 38.37828 8
6.243433 | 1312515 | 25.19839 | 49.62924 | 5.803794 | 40.33094 | 9
6.502001 | 12.99020 | 24.77446 | 49.16263 | 6.570712 | 41.24238 | 10

Cholesky Ordering: GDP IN OX IC IX
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The economic role of civil society institutions in establishing governance and

fighting corruption

Boudkhil mohammed elamine.

Abstract :

The paper discusses the importance of the economic
role of civil society institutions in establishing
governance and combating corruption. Although
many countries have corruption in their laws, they
have not succeeded in eradicating and possibly
mitigating its impact. Through the activation of civil
society organizations, by working hard to eliminate
this phenomenon by establishing the principles of
good governance by involving all official and non-
official actors from civil society and private sector in
governance, to provide alternatives and services and
participate in the control process, as the country needs
a sector Third, enhances its performance and its role,
and does not burden the state apparatus with all the
consequences of failure and backwardness alone. The
modern responsibility is collective and participatory

among all elements and components.

Keywords: corruption, governance, control, civil
society, community awareness.
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Abstract

~

This article aims to study the quality assurance

system in higher education institutions. The
development of education has received a great deal of
attention in most countries of the world and quality has
received so much attention that intellectuals call this
age" era of quality." Consequently, identifying the main
pillars of quality is of great importance within the
framework of its practical application in various

institutions, including higher education institutions.

In this regard, the most important axes that lead
to understanding and understanding of the quality of
higher education are discussed, with some submission of
some experiences and experiences of many universities
and institutions of higher education in various Arab and
international countries; each seeks to implement an
administrative philosophy that ensures a quality system

in higher education institutions.

Keywords: Quality Assurance - Higher

Education - Quality of Higher Education Institutions-

Experiences and experiences.
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The lecture of the supporting features of economic diversification in

small and medium entreprises

ﬁbst ract: \

The aim of this study is to discuss the
supporting  characteristics of economic
diversification in  small and medium
enterprises. Where many of the men of
economic literature and those of interest in the
sector of small and medium enterprises have
tended to develop many of the general features
of these institutions which, in case of an
appropriate environment, can take advantage
of its own characteristics such as flexibility and
organizational agility in developing and
diversifying its production base.

Key words: Economic diversification,

Organizational agility, Supporting features,

Small and medium enterprises, Flexibility.
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Assessment of Industrial Sector Performance in Iraq

Abstract

can serve as a basis for industrial growth but it has lagged
far behind in exploiting its energies and resources, and even
backward to catch up with some neighboring countries or
some Arab countries that don’t match with the available

possibilities. This Backwardness included all aspects of the
has suffered a deplorable reality involving all industrial
facilities, this deteriorating reality is not mainly due to the

lack of available resources in Irag, but because of the

misuse of these recourses and the unlimited openness to

rooted in the reality of the industrial sector that weakened

backwardness suffered by the industrial sector in an

analyzed because these trends give a clear picture of the

reality of the industrial sector .

JIndustrial Sector, Industrial support

Jel classification : L50, L60.

Iraq is arich country in natural and human resources that

Iraqi economy including the industrial sector. The sector

import various kinds of goods and a decline in government

support to the industrial sector. These and other problems

its ability to develop ,as well as the increasing demand for

the industrial products. To assess the extent of

integrated way, some major industrial trends should be

key words: Industry, industrial facilities, manufacturing
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Abstract

This study aims to show The compliance of Algerian
Islamic Banks with the principles of corporate
governance, where the population studied is represented
by the employees of ELBARAKA bank and ESSALAM
bank, and to achieve the objective of the study a
questionnaire was designed and distributed to a sample
of 58 respondents. After statistical analysis, we
determined that the Algerian Islamic banks committed to
the conditions that must be provided in the board
members, and aspects related to senior management and
their compensation, it is also committed to ensuring the
existence of a clear definition of the role of shareholders
and ensure their rights, and the preservation of
stakeholder rights, and it is committed to internal and
external audit procedures and the principle of disclosure

and transparency for all data and information.
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1. Introduction

Increased attention to the concept of corporate governance in the world during the past, especially in the
wake of landslides economic and financial crises in few countries in East Asia and Latin America in the last
10 years of the 20th century, and also witnessed the US economy from the consequences of the landslides
financial and banking systems of a number of the leaders of the US companies during 2002, as well as 2007
and 2008 to the suffocating crises which threatened economical and financial unit of Europe.

The international institutions made sure to take the theme of governance and its applications contribution
in order to improve the system of governance and make it a uniform global, at the top of these institutions,
was the Organisation for Economic Co-operation and Development (OECD), and the Basel Committee on
Banking Supervision which issued the principles of corporate governance through the provision of guidance
to strengthen the management of companies and banks and the stability of the economy, on the other hand,
hurried various States to adopt these principles and the enactment of laws and legislation obliges
companies and banks on their application.

The banking and financial sector is the most economic activities targeting by governance, in view of the
danger that surround it as one of the major causes of global financial crises, which necessitating the control
and the creation of laws and guidelines to control it.

Among the recent global trends in banking sector we find Islamic banking which is receiving increasing
attention not only of the Arab and Islamic states and even states because of the enjoyed by these banks of
the characteristics and advantages and avoid banking operations that are tainted by the risks and to focus
on the real investment instead of financial investment...etc. Although the Islamic banks that follow the rules
of the shariah in various operations Long-term and short-term, but this did not prevent the necessity of
issuing the principles of governance in this type of banks because it is still nascent in the banking sector
compared with their counterparts from the traditional banks.

Algeria, like other States hurried to the introduction of amendments and reforms to the banking system
to cope with global developments, of which the mostimportant was the Monetary Act 90/10 which allowed
the establishment of private and national banks, foreign mixed, also the issuance of the Charter of good
governance in 2009 which is the legal and legislative framework in governance corporations and Algerian

banks, among the banks which created we find Al-Baraka Bank of Algeria created in 1991 and Essalam Bank
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of Algeria opened in 2006, where are the only two banks in Algeria who worked in the framework of the
Islamic Sharia rules since their creation.
1.1. Statement of the Problem
From here the Islamic banks has an important area for the commitment of these banks and the
application of rules and universally accepted principles of corporate governance in Algeria, where the main
elements of the problem of the search to answer the following questions:
— Are Algerian Islamic banks committed to the conditions that must be provided in the members of the
Board of Directors?
— Are Algerian Islamic banks committed to the aspects relating to senior management and their
compensation?
— Are Algerian Islamic banks committed to ensuring the existence of a clear definition of the role of
shareholders and ensure their rights?
— Are Algerian Islamic banks committed to maintaining stakeholders' rights?
— Are Algerian Islamic banks committed to the principle of disclosure and transparency for all data?

— Are Algerian Islamic banks committed to internal and external audit procedures?

— Are Algerian Islamic banks committed to adopting an ethical and behavioral standard?
1.2. Hypotheses

Based on the research problem and questions stated in the previous section, the following main hypotheses
were developed to e examined through this research:

-The First Main Hypotheses: Algerian Islamic banks committed to applying the principles and rules

of corporate governance.
This hypothesis is subdivided into the following sub-hypotheses:

— Thefirst sub-hypothesis: Algerian Islamic banks committed to the conditions that must be provided

in the members of the Board of Directors.

— The second sub-hypothesis: Algerian Islamic banks committed to the aspects relating to senior

management and their compensation.

— The third sub-hypothesis: Algerian Islamic banks committed to ensuring the existence of a clear

definition of the role of shareholders and ensure their rights.
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The fourth sub-hypothesis: Algerian Islamic banks committed to maintaining stakeholders' rights.

The fifth sub-hypothesis: Algerian Islamic banks committed to the principle of disclosure and

transparency for all data.

— The sixth sub-hypothesis: Algerian Islamic banks committed to internal and external audit

procedures.

The seventh sub-hypothesis: Algerian Islamic banks committed to adopting an ethical and

behavioral standard.

-The Second Main Hypotheses: There are significant differences between the views of the study
sample (job title) about the extent to which itis committed to the Algerian Islamic banks apply the

principles of corporate governance at the 0.05 level.
1.3. the importance of the Study

the importance of the study is showed through the important role of the application of the principles of
corporate governance in Islamic banks, which lead to reduce the risks of these banks, especially that the
recent experiences in the world has shown that poor governance in the banking system lead strong
reflections on national economies, activate those principles and start applying its bases in the banking
system will work on the development of the performance of the bank administration, which also reflected

the decisions of investors and stimulate the economy as a whole.
1.4. Purposes of the Study
We aim through the study to:

-Stand on the extent to which the attention of the Islamic banks corporate governance and the

application of the customary principles;

- Knowledge of the real application of the principles and norms of corporate governance in Islamic banks

in Algeria.
1.5. Theoretical Framework of the Study
1.5.1. Defining corporate governance:

There is no single, accepted definition of corporate governance. There are substantial differences in

definition according to which country is considered.
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According to Shleifer and Vishny corporate governance handles the ways in which the corporation’s
financial suppliers assure themselves a return of investment.” As it follows from this definition the two
authors are focused on the financial aspect of governance, albeit corporate governance can be much more.

There is no single, accepted definition of corporate
Governance, as the definitions vary greatly according to which country is considered.?

Thomsen and Conyon defines corporate governance as the control and direction of companies by
ownership, boards, incentives, company law and other mechanisms, based on and further developed from
the widely known Cadbury definition. In other words, corporate governance refers to the set of systems,
principles and processes that provide the guidelines as to how the company can be directed or controlled,

in order to fulfil its goals and objectives in a manner that adds long term value to the company. 3

Solomon define corporate governance as the system of checks and balances, both internal and external to
companies, which ensures that companies discharges their accountability to all their stakeholders and act

in asocially responsible way in all areas of their business activity 4,
1.5.2. Principles of corporate governance

The OECD Principles of Corporate Governance were first published in 1999. These principles were
intended to provide guidelines in assisting governments in improving the legal, institutional and regulatory
framework thatunderpins corporate governance (OECD1999). In addition they provided guidance for stock
exchanges, investors, companies, and other parties. These principles were not binding, but rather provided
guidelines for each country to use as required for its own particular conditions. These principles were
published as the first international code of corporate governance approved by governments. Since then,

they have been widely adopted.

In 2002, the OECD brought together representatives of 30 countries as well as other interested countries in
reviewing the existing five principles. The new principles (released in May 2004) were reworked from five

to six principles®. It cover the following areas:®

Ensuring the basis for an effective corporate governance framework; the chapter emphasizes the
role of corporate governance framework in promoting transparent and fair markets, and the efficient
allocation of resources. It focuses on the quality and consistency the different elements of regulations that

influence corporate governance practices and the division of responsibilities between authorities. In
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particular, new emphasis is placed on the quality of supervision and enforcement. The chapter also includes

a new principle on the role of stock markets in supporting good corporate governance.

— The rights and equitable treatment of shareholders and key ownership functions; the chapter
identifies basic shareholder rights, including the right to information and participation through the
shareholder meeting in key company decisions. The chapter also deals with disclosure of control structures,
such as different voting rights. New issues in this chapter include the use of information technology at
shareholder meetings, the procedures for approval of related party transactions and shareholder

participation in decisions on executive remuneration.

— Institutional investors, stock markets and other intermediaries; This is a new chapter which
addresses the need for sound economic incentives throughout the investment chain, with a particular focus
on institutional investors acting in a fiduciary capacity. It also highlights the need to disclose and minimize
conflicts of interest that may compromise the integrity of proxy advisors, analysts, brokers, rating agencies
and others that provide analysis and advice that is relevant to investors. It also contains new principles with

respect to cross border listings and the importance of fair and effective price discovery in stock markets.

— The role of stakeholders in corporate governance; The Principles encourage active co-operation
between corporations and stakeholders and underline the importance of recognising the rights of
stakeholders established by law or through mutual agreements. The chapter also supports stakeholders’
access to information on a timely and regular basis and their rights to obtain redress for violations of their

rights.

— Disclosure and transparency; The chapter identifies key areas of disclosure, such as the financial and
operating results, company objectives, major share ownership, remuneration, related party transactions,
risk factors, board members, etc. New issues in this chapter include - The responsibilities of the board; The
chapter provides guidance with respect to key functions of the board of directors, including the review of
corporate strategy, selecting and compensating management, overseeing major corporate acquisitions and
divestitures, and ensuring the integrity of the corporation’s accounting and financial reporting systems. New
issues in this chapterinclude the role of the board of directors in risk management, tax planning and internal
audit. There is also a new principle recommending board training and evaluation and a recommendation
on considering the establishment of specialized board committees in areas such as remuneration, audit and
risk management.

The responsibilities of the board; The chapter provides guidance with respect to key functions of the
board of directors, including the review of corporate strategy, selecting and compensating management,
overseeing major corporate acquisitions and divestitures, and ensuring the integrity of the corporation’s

accounting and financial reporting systems. New issues in this chapter include the role of the board of
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directors in risk management, tax planning and internal audit. There is also a new principle recommending
board training and evaluation and a recommendation on considering the establishment of specialized

board committees in areas such as remuneration, audit and risk management.
Good corporate governance revolves around the following aspects:7

- To achieve a proper balance between entrepreneurship and control, as well as between Performance and

compliance with the rules of corporate governance;

- To facilitate performance-driven management, but also to provide mechanisms for management and

leadership, whilst ensuring integrity and transparency in the decision-making process;

- To determine the companies' objectives, the means through which these are to be attained and how
performance is to be evaluated. In this respect, corporate governance is intended to encourage and enable
the board and management to pursue objectives that are in the best interests of the company, its

shareholders and other interested parties, such as the companies customers and personnel.
1.6. Previous studies

The studies that have addressed the issue of corporate governance in financial institutions and the

banking sector, we find:

-Ramiz Ur Rehman and Inayat Ullah Mangla, 2010: Corporate Governance and Performance of

Financial Institutions in Pakistan: A Comparison between Conventional and Islamic Banks in Pakistan.

This study examined the performance comparison between conventional and Islamic banks of Pakistan.
It also examined the impact of macroeconomic and corporate governance variables on the accounting
performance and efficiencies of conventional and Islamic banks. For this purpose, data of financial
performance variables of the banking sector such as ROE and ROA were collected over the period 2003—
2009. The cross-sectional data included yearly accounting returns of all Islamic and conventional banks of
Pakistan for the same period. In addition to this, efficiencies of these banks are also estimated by applying
DEA for the same period. The results showed that there is a significant difference between the average
return on equity and average technical efficiencies of the conventional and Islamic banks. Further, there is

also a significant impact of corporate governance on return on equity and technical efficiencies of the

banks.?
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- Abiola, James (2012): Corporate Governance in Nigerian Banking Sector and Relevance of Internal

Auditors.

This study attempted to examine the relevance of internal auditors in Nigerian banking sector in the light
of recent negative corporate governance experiences. A semi-structured interview is conducted with 23
internal auditors in nine of the currently existing 24 banks. The sample is conveniently chosen to cover both
the old and new generation banks. The Interview was structured around 10 questions drawn from
Literature, internal audit manual of 2 banks, corporate governance manual of central bank of Nigeria and
that of Security and Exchange Commission. The interviews were conducted in the premises of the chosen
banks in Lagos and took approximately 25 minutes to complete each. Reflecting on personal experiences,
internal auditors indicate a wide range of views suggesting why there was existence of weak corporate
governance and resultant capital erosion in some of the banks. Majority of Internal auditors consider
management as most crucial driver of corporate governance. This is inconsistent with agency theory's

prescription which puts the board before management to protect stakeholder's interest.”

-Hamadi Matoussi and Rihab Grassa ,2012: Is Corporate Governance Different for Islamic Banks? A

Comparative Analysis between the Gulf Cooperation Council Context and the Southeast Asia Context.

This study examined corporate governance in Islamic banking firms in both Gulf cooperation Council
countries and Southeast Asia countries. In particular, the searchers studied corporate governance variables
identified as relevant by academics and practitioners and describe their differences and similarities vis a vis
conventional banking firms. As well as they examined the differences and resemblances of corporate
governance characteristics of Islamic banking in GCC countries vis a vis Islamic banking in southeast Asia
countries. Moreover, this study studied the impact of relevant corporate governance variables identified by
their study on the financial performance of Islamic banks. Investigation relied on a sample of 90 larges
Islamic Banks over the period 2000-2009. Their findings reveal that there are several divergences between
corporate governance characteristics of Islamic banks and those in conventional banks. As well, there are
many differences between corporate governance characteristics of Islamic banks in GCC countries and
those in Southeast Asia countries. Moreover, he found that board fees, CEO duality and age have a positive
and significant effect on the performance of Islamic banks. However, the Sharia Supervisory Board
characteristics don't affect the financial performance of Islamic banks.™

-Iman Ahmad AL-HANINI, SariYousuf HAYMOOR, 2013: The Compliance of Jordanian Islamic Banks

with the Principles of Corporate governance.
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This study aimed to reveal the extent of Jordanian Islamic banks’ commitment to apply the principles of
corporate governance. The population of this study was three Jordanian Islamic Banks: And to achieve this
objective, a questionnaire was designed and distributed to a sample consisted of 51 respondents of the general
managers’ assistants, managers of the administrations, managers of the branches, the assistants of the managers of

the branches and the employees of the audit departments in the Jordanian Islamic banks .

The study concluded that the Jordanian Islamic banks are committed to apply the principles of the corporate
governance regarding protecting the rights of the stakeholders and the shareholders and treating them fairly.
Moreover, the Jordanian Islamic banks are committed to issue systems that determine the powers of the Board of
Directors and its executive administration and its responsibilities. And the members of the board of directors in the
Jordanian banks committed to the rules and the ethics of the professional functional work, to the disclosure and the

transparency of the information published and to fulfill their social responsibilities towards the community.

The study recommended the necessity of the control and supervision authorities to encourage all the banks to
follow the approach of the banks regarding their commitment to the principles of the corporate governance
regarding the social responsibility, and the necessity of establishing a private committee of the governance named
the committee of corporate governance that cares of planning, revising and controlling the operations of the

governance. Moreover, the necessity to make corrections whenever there is a need."

-Mohamed FARHANE, Mohamed Amine ABDELKADER, 2014: Governance in the Yemeni Islamic

banks, An Empirical Study.

This study aimed to identify the principles of corporate governance in Islamic banking and measure the

application of those principles in the Yemeni Islamic banks.

The study concluded that the level of application of Islamic banking Yemen to corporate governance
principles and rules was average, with a note that there is a shortage in some aspects such as non-availability
of disclosure and transparency requirements for financial operations that characterized Islamic banks from
other Non-Islamic banks, as well as the availability of justice in the salaries and wages of employees system

in comparison with banks and institutions of competition.12

-Adeoye Afolabi, 2015: Corporate Governance in the Nigerian banking sector: issues and

challenges.

This study examined the Issues and challenges around Corporate Governance in the Nigerian Banking

Industry. Data were sourced from survey questionnaire. They found that lack of presentation of information
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is common banks in preconsolidation than post-consolidation era, frauds, override of internal control and
nonadherence to limit of authority in a bid to meet set targets and recapitalization of bank play a vital role
in promoting effective corporate governance. In addition, lack of effective corporate governance results to
the failure of banks in Nigeria. The study recommends that promoting the culture of whistle blowing,
promoting business ethics through moral education; strengthen the financial system to encourage
compliance with the code of corporate governance as well as establishing strong anti-fraud controls that

would serve as deterrents to fraudsters at every level within the deposit money banks."3

- Adegbie Folajimi FESTUS & Fofah Evelyn TEMITOPE, 2016: Ethics, Corporate governance and
Financial Reporting in the Nigerian Banking Industry: Global Role of International Financial

Reporting Standards

The study therefore purposed to evaluate ethics and corporate governance in financial reporting and
looked at the role of IFRS in the harmonized global reporting system. The study adopted survey research

design with the use of structured questionnaire in obtaining opinion from the operators and regulators.

The study concluded that showing that ethical irregularities and poor corporate governance have been the
major factors affecting quality financial reports in Nigeria. Moreover, the supervisory level of the Nigerian
regulatory authorities was weak to discover and rectify the problems of ethics and corporate governance.
And Nigeria banking industry post-consolidation is full of ethical challenges and irregularities in corporate

governance. Poor ethical and corporate governance are still major challenges in Nigeria banking industry.

The searchers recommend among others that Nigeria regulatory authorities should reorganize their
monitoring and auditing systems to ensure ethical codes and corporate governance codes compliance are
enforced with the adoption of International Financial Reporting Standards for the production of quality

financial reports to the global economy. **

- Corporate Governance in Algeria

In 2003, the World Bank launched a Country Assistance Strategy in Algeria for Fiscal Years 2004 -
2006 aimed at increasing the state's capacity to regulate the market and encourage the private sector to
adopt good corporate governance practices through technical assistance. In a subsequent 2004 Financial
Sector Assessment (FSA), the World Bank noted that, since the end of the 1980s, Algerian authorities have
embarked upon a wide-ranging and credible modernization of laws and regulations governing financial
intermediation. Significant deficiencies remain, however, with regards to laws and regulations, and Algeria

lacks a modern corporate governance framework. Furthermore, although shareholders' rights seem to be
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well-protected, the absence of regulation on corporate governance weakens the protection of minority

shareholders."”

In 2007, Algeria participated in the African Peer Review Mechanism (APRM) as part of the New Partnership
for Africa’s Development (NEPAD). The APRM has a distinct focus on corporate governance. As part of the
review of corporate governance, Algeria prepared a Country Self-Assessment Report (CSAR) on Corporate
Governance, which was reviewed as part of the completion of the Country Review Mission (CRM).
Implementing the corporate governance related codes and a standard poses a big challenge for the

government.'®

The Algerian Code of Corporate Governance was launched on March 11, 2009, according to a 2009 online
newsletter published by the Centre for International Private Enterprise. The code was initiated by the
business community through three associations and gained the support of key government authorities,
including the Ministry of Small and Medium Sized Enterprises and Artisans, the Ministry of Finance, and the

Ministry of Justice."”
Governance standards aimed at improving compliance with the principles of fairness, transparency,
responsibility and accountability:'®

- Equity:  The rights and obligations of stakeholders, and the privileges and obligations

attached thereto, must be distributed fairly. (Fairness)

- Transparency: These rights and duties as well as rights and responsibilities arising therefrom, must be clear

and explicit for all. (Transparency).
- Responsibility: The responsibilities of each other have specific objects, not shared (Responsibility).

- Accountability: Each stakeholder is accountable to one another for the thing on which it is empowered.

(Accountability).

Corporate governance standards covering the relations established between, on one hand, internal
company stakeholders; on the other, between them and external stakeholders, these relations are already
largely governed and defined by business law, the statutes of the company, and the contracts and

agreements entered into by it with third parties."
- Internal stakeholders and their relations

Internal stakeholders to act now as part of their statutory bodies which are respectively dedicated to

them, and only in that context. Itis only through these organic bodies that gateways are established and the
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functions of totals are enabled and determined. Any possibility of confusion between the statutes and

occupied positions is excluded.

Internal stakeholders Respective bodies
Shareholders =" General Assembly
Administrators = Board of directors
Leaders e Direction

-The company's relationships with external stakeholders

The company is an open system on a number of external stakeholders with whom it is in contact daily.

Competition Authorities

Bankers and financiers <Z:;> Suppliers

Enterprise

Employees Customers

3 Study methodology

The research design chosen for the study is the survey research. The survey is an attempt to collect data from
members of a population with respect to one or more variables. The survey research of knowledge at its best can
provide very valuable data. It involves a careful design and execution of each components of the research
process.
The researcher designed a survey instrument that could be administered subjects. The purpose of the survey
instrument was to collect data about the respondents on study variables.

3.1. Study Population and Sample
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The population of this study was two Algerian Islamic banks: And to achieve this objective, a questionnaire
was designed and distributed to a sample consisted of 60 respondents of Assistant Director, Subdivision
Manager, Division Manager and the employees of the audit departments in the Algerian Islamic banks. Results

are shown in the following table.

Table 01: Sample selection

Questionnaires | Questionnaires
sample Percentage
distributed recovered

AL Salam Bank

30 30 .100%
Al Baraka Bank 30 28 93.33%
Total 60 58 96.67%

3.2. Study tool
The study form consists of 58 paragraph was inserted under seven main themes in addition to the

personal information as follows:

— The board of directors;

— Senior management and compensations lead;

— Contributors and their treatment;

— Stakeholders;

— Disclosure and transparency in the bank;

— Internal and external audit;

— Ethics.
A composite of statistical tools was used to analyze the data to make the interpretation of the data more valid and
meaningful. The researcher gave values of the amount of agreement or disagreement with each item of the
questionnaire as shows in table 02.

Table 02: The Likert scale model in answering the questionnaire

Descriptive Strongly I do not Strongly
Agree Disagree
interpretations Agree know Disagree
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Weight 5 4 3 2 1

3.3. Validity of the Questionnaire
Validity refers to the degree to which an instrument measures what it is supposed to be measuring. Validity
has a number of different aspects and assessment approaches. Statistical validity is used to evaluate instrument

validity, which include validity and structure validity.

- Structural Validity of the Questionnaire
Structure validity is the s statistical test that used to test the validity of the questionnaire structure by testing
the validity of each field and the validity of the whole questionnaire. It measures the correlation coefficient

between one field and all the fields of the questionnaire that have the same level of Likert scale.

Table 03: Correlation coefficient of each field and the whole of questionnaire

Pearson
Field sig
correlation
Part One: The board of directors 0.942 0.000
Part two: Senior management and compensations lead. 0.717 0.000
Part three: Contributors and their treatment. 0.760 0.000
Part four: Stakeholders.. 0.963 0.000
Part five: Disclosure and transparency in the bank. 0.943 0.000
Part six: Internal and external audit. 0.876 0.000
Part seven: Ethics. 0.933 0.000

Correlation is significant at the 0.05 level

Table 03 clarifies the correlation coefficient for each field and the whole questionnaire. The p-value (sig)
are less than 0.05, so the correlation coefficients of all the fields are significant at 0=0.05, so it can be said
that the fields are valid to measured what it was set for to achieve the main aim of the study.

3.4. Questionnaire Reliability
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The reliability of an instrument is the degree of consistency which measures the attribute; it is supposed to
be measuring. The less variation an instrument produces in repeated measurements of an attribute, the
higherit's reliability. Reliability can be equated with the stability, consistency, or dependability of measuring
tool. The test is repeated to the same sample of people on two occasions and then compares the scores
obtained by computing a reliability coefficient.
- Cronbach's coefficient alpha

This method is used to measure the reliability of the questionnaire between each field and the mean of
the whole fields of the questionnaire. The normal range of Cronbach’s coefficient alpha value between 0.0
and 1.0, and the higher values reflects a higher degree of internal consistency. The Cronbach's coefficient
alpha was calculated for each field of the questionnaire. Table 04 shows the values of Cronbach's alpha for
each field of the questionnaire and the entire questionnaire. For the fields, values of Cronbach's alpha were
in the range from 0.772 and 0.950. This range is considered high; the result ensures the reliability of each
field of the questionnaire. Cronbach's alpha equals 0.965 for the entire questionnaire which indicates an
excellent reliability of the entire questionnaire.

Table 04: Cronbach's alpha for each field of the questionnaire and

the entire questionnaire

. rems Cronbach
'salpha

Part One: The board of directors 18 0.722
Part two: Senior management and compensations lead. 60 0433
Part three: Contributors and their treatment. 60 0.811
Part four: Stakeholders. 06 0.950
Part five: Disclosure and transparency in the bank. 70 0.905
Part six: Internal and external audit. 08 0.878
Part seven: Ethics. 70 0.898

All items of questionnaire 58 0.965
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4. Demographic Characteristics of Study Respondents
Tables 05,06 and 07 shows the demographic variables of the study sample (Scientific qualification,

Years of experience, Job Title ).
— Scientific qualification

Table 05: Distribution of Sample among Scientific qualification

Scientific qualification frequency Percent
Diploma or less 01 01.70
Bachelor 29 50.00
Master's degree 23 39.70
Doctorate 05 08.60
Total 58 100%

Descriptive analysis of the scientific qualification in table 05 shows that the 50% from the study sample their
scientific qualification was Bachelor, this percentage made this class the highest in scientific qualification
demographic variable and the smallest one was the class where the sample responses one had diploma or less

with 1.7% percentage.

— Years of experience

Table 06: Distribution of Sample among Years of experience

Years of Experience frequency Percentage
Less than 05 years 10 17.20
From 05 to 10 years 13 22.40
From 11 to 15 years 16 27.60
More than 15 years 19 32.80
Total 58 100%

The majority of the respondents’ experiences were having more than 15 years’ experience 19 (32.80%) then
those with above 11 — 15 years of experience 16 (27.60%), followed by those with 5 — 10 years of experience

13 (22.40%) and less than 5 years of experience 10 (17.20%).

- Job Title
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Table 07: Distribution of Sample among Job Title

Job Title frequency Percentage
Assistant Director 15 25.90
Subdivision Manager 03 05.20
Division Manager 07 1210
Staff of the Audit 07 12.10
Employee 26 44.80
Total 58 100%

From the table above we note that the study sample included different categories of workers, also included

various administrative levels, and therefore the diversity of answers respondents.

5. Analyzing the results of testing Hypotheses
In testing hypotheses was used One Sample T test for the analysis of the paragraphs of the questionnaire
and paragraph be positive in the sense that respondents approve of the content if it T calculated is greater

than T tabulated or The p-value (sig) are less than 0.05.

5.1. First Main Hypotheses: Algerian Islamic banks committed to applying the principles and rules

of corporate governance.

To test the validity of this hypothesis we tested the validity of the following sub-hypotheses:

® The first sub-hypothesis: Algerian Islamic banks committed to the conditions that must be

provided in the members of the Board of Directors.

Table 08: Test results of the first sub-hypothesis

Item Mean Sig

calculated

The election of members of the board of directors is based on
1 4.07 13.839 0.000
their expertise.

| believe that the members of the board of directors are fully
2 3.86 8.917 0.000
qualified for membership.
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There is a certain proportion recommended by the
3 210 5.714 0.000
independent members of the board

There is a limit to the number of boards that a person could
4 3.66 8.200 0.001
enter into Stheir membership.

Non-executive members of the board meet separately from
5 2.69 2.465 0.017
the rest of the members of the board.

The board of directors can get any information necessary for
6 4.59 19.414 0.000
its functioning.

The board formulates and implements strategic plans and tries
7 4.45 15117 0.000
to avoid conflicts of interest.

The Board examines the annual budgets as well as the financial
8 4.38 10.827 0.000
lists before validating it.

The board monitors the performance and makes all parts
9 4.31 11.305 0.000
responsible, including the Senior Management (EXECUTIVE).

The board meets periodically for talks and discussions
10 4.24 10.933 0.000
independently from the executive board of the bank.

There are adequate incentives to encourage optimal
11 3.79 7.877 0.000
implementation of the principles of good governance

12 The bank has committees to assist the Board in its functions. 4.66 26.291 0.000

There are committees for the management of potential risks in
13 4.66 26.291 0.000
the bank.

There are internal or external audit committees to supervise
14 4.45 17.616 0.002
and to check the bank.
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The bank has rewards committees to run the rewards of senior
15 administration and to ensure that they fit in with the bank 424 10.032 0.000

regulations.

The bank nomination committees follow up reports and
16 nominate staff of better qualifications for higher positions in 3.66 5.609 0.000

the bank.

There is a commission that sets payment regulations and sets
17 3.45 4.679 0.000
principles of appointment of managers

The compensation and appointment committees include
18 2.24 4.005 0.050
independent members.

All items 3.86 17.589 0.000

T tabulated at = 0.05 and 57 degrees of freedom equal to 2.000.

The use of one sample t test. To test the hypothesis above and notes the results of analysis shown in table 08
that the value of t calculated when average default (3) is equal to (17.589) and in terms of statistics (0.000) is
higher than the value of t tabulated (2.000), which is the value statistically significant at the level of statistical
significance (((<0.05) Accordingly, we reject the Null hypothesis (HO) and accept alternative hypothesis, which
provides Algerian Islamic banks committed to the conditions that must be provided in the members of the Board

of Directors.

® The second sub-hypothesis: Algerian Islamic banks committed to the aspects relating to
senior management and their compensation.

Table 09: Test results of the second sub-hypothesis

Item Mean Sig

calculated

The structure of the administration is quite clear to all members
1 424 8263  0.000
of the board of directors and staff.
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2 The Chief manager of the bank leads his team effectively. 4.66 14171 0.000

The chief manager of the bank works on to follow-up to the
3 4.72 18.875  0.000
strategic plans of the bank.

The chief manager sets standards for better performance and
shows confidence in the ability of the staff to reach the 4.59 14.782 0.000

objectives set out.

The compensation administration through cash bonuses is set
5 2.48 6.272  0.000
on the basis of stocks.

Compensation Administration is put compared with
6 2.48 6.272  0.000
compensations in similar companies in the same sector.

All items 3.86 15.668  0.000

T tabulated at @=0.05 and 57 degrees of freedom equal to 2.000.

The use of one sample t test. To test the hypothesis above and notes the results of analysis shown in table
08 that the value of t calculated when average default (3) is equal to (15.668) and in terms of statistics (0.000)
is higher than the value of t tabulated (2.000), which is the value statistically significant at the level of statistical
significance (0<0.05) Accordingly, we reject the Null hypothesis (HO) and accept alternative hypothesis,
which provides Algerian Islamic banks committed to the aspects relating to senior management and their
compensation.

® The third sub-hypothesis: Algerian Islamic banks committed to ensuring the existence of a
clear definition of the role of shareholders and ensure their rights.

Table 10: Test results of the third sub-hypothesis

Item Mean Sig

calculated

Shareholders are allowed to put suggestions for discussion on

1 3.28 4660  0.000
the list of the meeting of the General Assembly

T tabulated at @=0.05 and 57 degrees of freedom equal to 2.000.
The use of one sample t test. To test the hypothesis above and notes the results of analysis shown in

table 08 that the value of t calculated when average default (3) is equal to (11.501) and in terms of statistics
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Shareholders are entitled to ask the External Auditor about the

2 banks’” matters during the annual meeting of the General 438 12.924 0.000
Assembly.
3 There are restrictions on the volume of foreign ownership. 352 4.794 0.000

There are clauses that prevent the existence of restrictions on

4
the number of shares that can be owned one shareholder. 3.90 5453 0.000

There are clauses on how to manage conflicts of interest

5 424 10933  0.000
between shareholders.

Shareholders are allowed to take part in the decisions relating
6 to fundamental changes in corporate governance, like in legal 431 12.485 0.000

reconsiderations.

All items 3.94 11.501 0.000

(0.000) is higher than the value of t tabulated (2.000), which is the value statistically significant at the level
of statistical significance (0t<0.05) Accordingly, we reject the Null hypothesis (HO) and accept alternative
hypothesis, which provides Algerian Islamic banks committed to ensuring the existence of a clear definition

of the role of shareholders and ensure their rights.

® The fourth sub-hypothesis: Algerian Islamic banks committed to maintaining stakeholders'

rights.
Table 11: Test results of the fourth sub-hypothesis
T
Item Mean Sig
calculated

1 The Bank is working to satisfy all the relevant parties. 472 29124 0.000

The bank will take adequate measures to protect the rights of
2 4.72 29.124  0.000

depositors.
3 The Bank works to protect the rights of workers. 452 12.796 0.000

T tabulated at = 0.05 and 57 degrees of freedom equal to 2.000.
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Regular meetings are held regularly between the staff of the
bank and senior management to find out their opinion

4 3.59 4278  0.000
regarding the ways of the implementation of the banks daily

activities as well as their proposals on improving performance.

The bank is committed to ensuring the right of information
> 4.38 11.737  0.000
access in full transparency by stakeholder.

The bank is committed to taking urgent measures (including
compensation) to fix any violation of the rights of 4.38 11.737 0.000

stakeholders.

All items 4.39 15.047 0.000

The use of one sample t test. To test the hypothesis above and notes the results of analysis shown in
table 08 that the value of t calculated when average default (3) is equal to (15.047) and in terms of statistics
(0.000) is higher than the value of t tabulated (2.000), which is the value statistically significant at the level
of statistical significance (0(t<0.05) Accordingly, we reject the Null hypothesis (HO) and accept alternative
hypothesis, which provides Algerian Islamic banks committed to maintaining stakeholders’ rights.

® The fifth sub-hypothesis: Algerian Islamic banks committed to the principle of disclosure and
transparency for all data.

Table 12: Test results of the fifth sub-hypothesis

Item Mean Sig

calculated

There is a demand about the transparency of the ownership
1 417 8.986  0.000
structure of the bank.

Responsibility for disclosure is the duty of the administration of
2 4.45 17616  0.000
the bank.

The disclosure of the annual and periodic reports should be
3 4.38 11.737  0.000
revealed on time.

The disclosure of the structure of incentives and payment
4 3.52 4794  0.000
policies of managers and employees.

Ll il — ) el S 5al 184



2019 pedg — BV a3 — el Sl LBy Ol 451 il

The bank is committed to the presentation of the financial
5 4.66 26291  0.000
statements to an external qualified auditor.

The board of directors will maintain the interests of
smallholders through dissemination of information regarding
6 3.86 12.843  0.000

the structure of capital and the ones regarding sales of any part

of the shares of the members of the Governing Council.

7 There is a high transparency in the management of the bank. 438 10.100 0.000

All items 4.20 14.626 0.000

T tabulated at @=0.05 and 57 degrees of freedom equal to 2.000.

The use of one sample t test. To test the hypothesis above and notes the results of analysis shown in
table 08 that the value of t calculated when average default (3) is equal to (14.626) and in terms of statistics
(0.000) is higher than the value of t tabulated (2.000), which is the value statistically significant at the level
of statistical significance (0(t<0.05) Accordingly, we reject the Null hypothesis (HO) and accept alternative
hypothesis, which provides Algerian Islamic banks committed to the principle of disclosure and

transparency for all data.

® The sixth sub-hypothesis: Algerian Islamic banks committed to internal and external audit

procedures.

Table 13: Test results of the sixth sub-hypothesis

Item Mean U eftafbrd Sig

The bank has a clear list of ethical behavior and good practices
1 4.31 9.109 0.000
of the profession in the Audit Office.

Auditors are to be switched periodically and to be substituted
2 424 10.032 0.000
in certain cases.

Audit Office employs members of qualified scientific
3 4.31 8.200 0.000
professional experience.

There should be a Committee of review in the bank to assess
4 3.45 4162 0.000
External Auditors, to determine their remuneration, to

T tabulated at @=0.05 and 57 degrees of freedom equal to 2.000.
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examine the problems encountered, and to increase the

quality of financial audit.

There are limits to the advisory services provided by the

5 424 10.933 0.000
External Auditor.

Internal audit systems and procedures are based on the
perception of risks that face the bank and these systems and 3.79 9.027 0.000

procedures should be evaluated and renewed periodically.

Review is exercised in the bank with objectivity,
7 4.59 16.632 0.000
independence, impartiality and confidentiality.

The bank is committed to meet the requirements of regulatory

8 452 12.796 0.000
authorities.

All items 418 12.276 0.000

The use of one sample t test. To test the hypothesis above and notes the results of analysis shown
in table 08 that the value of t calculated when average default (3) is equal to (12.276) and in terms of
statistics (0.000) is higher than the value of t tabulated (2.000), which is the value statistically significant at
the level of statistical significance (0(<0.05) Accordingly, we reject the Null hypothesis (HO) and accept
alternative hypothesis, which provides Algerian Islamic banks committed to internal and external audit

procedures.

® The seventh sub-hypothesis: Algerian Islamic banks committed to adopting an ethical and
behavioral standard.

Table 14: Test results of the seventh sub-hypothesis

Item Mean Tcalculated Sig

There is a written catalogue of ethics and behavior of the
1 3.79 6.013 0.000
profession in the bank.

This catalogue to be distributed among the staff of the bank
2 3.66 5.169 0.000
and to make them aware of its clauses.

The board of directors ensures the application of the
3 3.66 6.184 0.000
catalogue’s clauses.

T tabulated at 0(=0.05 and 57 degrees of freedom equal to 2.000.
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The bank’s Annual Report explains the procedures to ensure

3.796 7.877 0.000

the application of the catalogue.
5 The bank defines what is expected from the staff's behaviors. 366 6.184 0.000
6 The Bank is working to achieve justice. 359 4.027 0.000

The bank participates effectively in providing free services to
7 4.04 6.918 0.000
the community.

All items 3.74 7.783 0.000

The use of one sample t test. To test the hypothesis above and notes the results of analysis shown in
table 08 that the value of t calculated when average default (3) is equal to (07.783) and in terms of statistics
(0.000) is higher than the value of t tabulated (2.000), which is the value statistically significant at the level
of statistical significance (0t<0.05) Accordingly, we reject the Null hypothesis (HO) and accept alternative
hypothesis, which provides Algerian Islamic banks committed to adopting an ethical and behavioral

standards.

5.2. The Second Main Hypotheses: There are significant differences between the views of the study
sample (job title) about the extent to which it is committed to the Algerian Islamic banks apply the

principles of corporate governance at the 0.05 level.

To test this hypothesis; F statistic was used to measure the difference between the views of the study
sample. The results are shown in the following table:
Table 15: Means and standard deviations about the difference between views of the study sample

(Among the Job Title)

Categories of study sample

Assistant Subdivision Division Staff of Other
Director Manager Manager the Audit Function
Mean S.D Mean S.D Mean S.D Mean S.D Mean S.D

3.83 0.72 4.00 0.73 4.24 0.27 4.31 0.15 4.00 0.48
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From the table above it is clear that averages were close together, where they were recording the highest
average among the staff category of the Department of Audit. To learn denote different sample study on
Algerian Islamic banks' commitment to implement the principles and rules of corporate governance

categories was conducted test one way anova, and the results are shown in the following table:

Table 16: One Way ANOVA-Comparison of variables among the Job Title

Sum of Mean
df I:cal Ftab S'g
Squares Square
Between Groups 1.47 0.37
Within Groups 14.55 53 0.28 1.34 2.53 0.267
Total 16.02 57 -

From table 16 it is clear that the absolute value of F calculated (1.34) is less than F tabulated (2.53) at
level ((<0.05). This indicates that the second main hypothesis is invalid. Therefore, the null hypotheses were
accepted, therefore the result is: There aren’t significant differences between the views of the study
sample (job title) about the extent to which it is committed to the Algerian Islamic banks apply the

principles of corporate governance at the 0.05 level.

5. Conclusion

After this study, we obtain the following results:

— the The study population see that the Algerian Islamic banks committed to the principles of the corporate
governance related to the requirements that should be provided in the members of the administration with
the relative weight of 77.2%, through the presence of the committees to help the Governing Council in its
tasks, the existence of special committees of risk management in the bank, the council also convened
periodically consult independently of the executive management of the Bank, where inspecting
Performance monitors and carries the responsibilities of all parties including senior management
(executive), and the structure of the Department is quite clear to the members of the administration and the

staff, where the Director General led his team effectively, and follow-up to the strategic plan of the bank.
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— the study population see that the Algerian Islamic bank adheres to the existence of a clear definition of
the role of shareholders and ensure their relative weight 78.8%, by allowing the shareholders to participate
in decisions regarding changes to the fundamental governance of the World Bank, and allowing them too
to put the items on the list of the meeting of the General Assembly debate, as well as the existence of items

on how to manage the conflict of interests between the shareholders.

Then some recommendations like,

— The study population see that the Algerian Islamic banks committed to preserving the rights of
stakeholders relative weight 87.8%, Through the commitment of the World Bank introduced the financial
statements on the outdoor checker who has efficiency of professional reputation respected, where there is
the demand of the disclosure of the ownership structure in the bank, the bank considered that the

responsibility for disclosure is located mainly on the Governing Council and its executive management.

— The study population see that Algerian Islamic banks adhere to the procedures for internal and external
audit relative weight 83.6%, through the presence of clear list of ethics and the behavior of the Profession
in the office of the audit, the audit exercise regularly and in certain cases the independence of

confidentiality.

— The Study population see that the Algerian Islamic banks committed to adopting a moral standards and
behavioral change the relative weight of 74.8 %, through the establishment of written evidence on the
ethics and behaviour of the Profession in the Bank, to ensure the provision of measures and ensure the
commitment of staff and publish this manual among the staff of the World Bank and inform them of

committing, the bank is also participate effectively in providing free services to the local community.

— There are no distinctions of statistical indication between the views of the members of the study (Job

Title) on the extent of the Algerian Islamic banks with principles of corporate governance.
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symptoms, this makes us wonder about the future of
the state in such conditions and that is why our study
aims to diagnose the existence of such a phenomenon
in Algeria and to investigate their symptoms as well as
to verify its theoretical link with the DZD exchange

during the 1990-2016 period within which the oll ¢
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price fluctuated and the dollar appreciated against the
other currencies. This study based on the descriptive
and analytical methodology using primary references
published by multiple government agencies,
particularly data and information published by the Kool i 35y ot @ity aLars¥l
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Introduction:

The Dutch disease is mainly associated with massive capital flows to countries, whether due to the discovery
of significant resources or to the rapid escalation of their prices (the natural resources boom) in parallel with
the decline in the manufacturing or agricultural sector as in the case of Algeria's economy, i.e. the increase
in the State's revenues from natural resources will make the country's currency stronger than that of other
countries, leading to higher export costs for other countries, while imports become cheaper, Manufacturing
or agriculture at less competitive capacity. However, it is difficult to assert the nature of the relationship
between these flows and the real value of the local currency (DZD), owing to the existence of other factors
that may interfere with the currency's value improvement. Through this study, we will try to analyse the
evolution of the real effective exchange rate because it is considered good for looking at the overall
performance of a currency in order to highlight the impact of various symptoms of the Dutch disease during
the period 1990-20116 after addressing the analysis of the Algerian economy reality from different angles in
order to reply to the following main statement problem: Does Algeria's economy really suffer from the

Dutch Disease. In attempting to attain our goal, two hypotheses have been formulated as follows:

H1: The fluctuation of the DZD real exchange rate due to oil price fluctuations and the decline of industrial

and agricultural sectors might result in Dutch Disease;

H2: The fluctuation of the real exchange rate of the dinar and the decline of the industrial and agricultural

sectors may occur by intervening other factors unrelated to the Dutch disease.

In order to verify the two hypotheses, a descriptive and analytical methodology was used, and the study
has been divided into many axes, including the theoretical side of this phenomenon and its reality in Algeria

through several determinants.

I.The theoretical approach:

1. Dutch Disease concept: Traditionally, this phenomenon has been associated with the discovery of
natural resources, indeed the term is originally subject to the discovery of natural gas deposits in the North
Sea, which has caused an unprecedented increase in the country's export earnings, an appreciation of the
Florin (“Gulder’ the national currency at the time) and a decline in competitiveness of exports. The
economists use the term “Dutch Disease”to describe the reduction in the performance of a country's
exports as a result of exchange rate appreciation after the discovery of a natural resource such as oil; the
large foreign exchange profits from the export of gas leads to a change in price and exchange rate so that
the competitive exporters previously lost their shares, and the production of these exports fell.' The first
attempt to explain such a paradoxical effect after Gregory (1976)was made by W. M. Corden & P. Neary

(7982), who have tried to provide theoretical instruments for a better understanding of the phenomenon.
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Indeed, they wrote a pioneering article about the appreciation of wealth; in their model, there are three
main sectors: Booming sector 'B' (such as oil, gas or other important resources); Lagging sector 'L’ (typically

tradables, i.e. manufacturing) and Non-tradable sector 'N' (services, finance, insurance and real estate).

The initial visible effect of a boom in the first sector is the appreciation of overall incomes of factors
initially employed in the booming sector, then the authors showed the presence of two other important
effects, the spending effect and that of resource movement, the first causes an increase in prices of NT
relative to those of T, so that the real exchange rate appreciation occurs by drawing out the resources out
of the booming and lagging sectors in the NT sector as well to transfer the demand law of the latter to the
booming and lagging sectors provided that the income elasticity of demand for NT's is positive, such an
effect occurs because some parts of extra income in the booming sector are spent on goods produced by
the NT sector (either directly through the factors orindirectly through the payment of taxes recently spent
by the government, in turn, supply in the NT sector is fairly rigid due to various factors such as the limited
land availability in the real estate sector. On top of that, the marginal product of labour (in current prices)
is increasing in the booming sector as a result of a new discovery or an increase in resource prices, so at a
constant wage in terms of T, therefore at a constant salary in terms of T, the demand for labour in this
sectoris increasing, inducinga shift of labour out of lagging sector and that of NT. This resource movement
effect tends to cause direct deindustrialization, which does not require the NT market, so that the real
appreciation is not necessary; Such a sub-effect is visible in the fall in the lagging sector output because of
labour movement in the booming sector that occurs even out of the NT sector at a constant real exchange
rate, by shifting the supply curve inward and creating an excess demand for NT assets that in conjunction
with that created by the spending effect, causes an additional real appreciation of exchange rate
movement of labour away from lagging sector behind that of the NT. The result of such a combined effect
could be labelled as indirect deindustrialization: it reinforces the previous direct deindustrialization,

generated by labour movement from the lagging sector to the booming sector.”

Thereafter, DD has been the subject of many works of literature that have been increasing in recent
years due to the renewed interest in the natural resource exploitation, mainly oil, in many countries
around the world because it provides the country concerned with substantial wealth; as we hear “the
Dutch disease is a loss of competitiveness induced by an appreciation of the real exchange rate following
the discovery of natural resources”; what should be an opportunity, a windfall for a harmonious and
sustainable development for the producing and exporting countries of the black gold, ends up being a
double-edged sword, because the revenues generated from exploitation affect negatively the economy's

structure through certain production sectors and income distribution.

2. Reasons for the Dutch Disease: The economists have diagnosed the rise of the resource sector as a

source of Dutch disease for many reasons, which are:
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2.1. The loss of market share in the non-resource sector (manufacturing). It is hard to find this action
because of a loss of competitiveness which horns because of DD. The difficulty in regaining market

share could be due to lack of technology, inefficient management and lack of certain skills;
2.2. Nations' economies suffering from DD are more likely to have a less diversified export basket;

2.3. Qilis like most other Ming industries because it does not use a large labour force. In other words,
itis captal-intensive, required by the governments of these countries to create a production base that

uses unemployed labour force;

2.4. National welfare of the economy is not only determined by the allocation of resources, but also

by the distribution of income. The resource boom can also introduce inequalities to the economy;
2.5. Expansionin the primary resource sector;

2.6. Foreign Aid and Remittances: The impact of exchange rate flows on the economy depends
mainly on whether these inflows are spent on the consumption of local or foreign goods and how this
could affect the relative price of NT. Aid is usually a currency transfer, allowing the recipient country to
be activated to import goods and services without having to produce and sell the export to pay for
them. So, in this case, aid is 'absorbed" allowing saving to invest and consume more, by financing an
increase in imports or a decrease in exports. The recipient country may choose to manage this type of
‘gift’ in foreign currency in different ways, e.g. by allowing a shift in production of exports, since these
can be reduced while imports remain constant, which frees up productive resources to increase the
production of additional NTs which are, then, consumed locally. It may also shift the production of

import substitutes, i.e. goods and services can be imported instead of being produced locally; v

2.7. Foreign direct investment: Dutch disease can also come from a massive exogenous inflow of
foreign direct investment into an economy which can lead either to an appreciation of the national

currency, i.e. a loss of competitiveness, or to its appreciation; and

2.8. Technological progress.

3. Dutch Disease Effects: This syndrome represents the real appreciation of national currency through
the appreciation of relative prices of NT local goods, and this occurs when the state uses this appropriate
appreciation to buy more local goods, which leads to expanding local goods' sector to the detriment of
commercial sector, especially the industrial sector producing a harmful disease. These changes usually

reflect two impacts, the spending effect and the resource movement effect

3.1. The spending effect: shows the effect of the increase in national income on the country's
economic structure which leads to high levels of demand for tradable (T) and local goods, and while

the progressive demand for goods could cope through increased import demand, the progressive
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demand for local goods will lead to the appreciation of prices, and then the relative appreciation of

prices of local goods against the prices of T will, in turn, lead to an appreciation of RER;

3.2. The resource movement effect: On the other hand, if the local and T sectors use the same
elements of production, the appreciation of local goods price and their profitability will encourage the
transfer of these elements from the less attractive sector (T sector) to the more attractive sector (local
goods sector). It is noteworthy that the international trade rate evolution has an effective impact on
the ERER of any country in the long-run, that is, the increase in exports (imports) prices compared to
import prices (exports) will cause an appreciation (depreciation) in the real equilibrium value of the
long-term currency as well as an increase in the prices of exports relative to imports because of the
significant increase in the demand for goods from this country, then the improvement of current
account necessitates the increase of the real value of currency in the long-run in order to make the
current account at its previous level and similarly, the rise in prices of import goods over exports is
training due to a disruption in the supply of major and essential import goods such as oil; this
deterioration in the international exchange rate leads to a deterioration in the current account balance,
which produces pressure to depreciate the real value of the national currency. In fact, there are three

main channels through which international exchange rate shocks influence the ERER:Y

3.2.1 The evolution of the trade rates of goods that occurs through the evolution of international
relative prices of imports or the use of policies that influence on local prices such as tariffs, leads to

the substitution between commodities, this is called the temporal substitution effect;

3.2.2 If the relative prices of imports increase during the period (0), the real interest rate will also
appreciate because of the current and temporary deterioration of international interest rates (the
appreciation of the relative prices of imports in the period (0) will lead to the appreciation of the price
index in the same period, while the price index in period (1) is fixed because the relative prices of
imports in the period (1) are assumed fixed and since the proportion of the price index in the period
(0) to that in the period (1), the cost of current consumption compared to consumption in the future
will increase, which pushes to the substitution of global expenditure from the period (0) to period(1),
these increase in future consumption and decrease in current consumption are due to relative
changes between periods assuming that other factors remain as they are, and that's what's called the
timeless substitution effect; The increase in relative prices of imports during the period (0) leads to a

depreciation of well-being that their effect depends on the volume of exports.

Such a movement of the labour force in the booming sector occurs even from the NTs at a
constant RER, shifting the supply curve inward and creating an excess demand for NTs that conjuncts

those created by the spending effect, causes a further real appreciation of the exchange rate and a
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possible change of some works away from the lagged sector in the NT sector. The result of such a
combined effect could be labelled as indirect de-industrialization: it reinforces the previous direct de-

vii

industrialization, resulting from the movement of lagging sector workers to the booming sector.

Il The history of the Dinar exchange rate: Policies that establish the exchange rate regulation of the

national currency have experienced four main phases:

1. The Dinar exchange rate determination (1962-71): During this period, Algeria was newly
independent and associated with the Franc zone where the currency is freely convertible. Unfortunately,
in front of risks generated by massive capitals volatility and disequilibrium in the balance of payments; the
monetary authority instituted in 1963 the exchange control over all transactions with the rest of the world
through the promulgation of Law n°63-111 and isolated Algeria from the Franc zone, thereby having its
own exchange and monetary policy. This change was accompanied by diverse actions to control foreign

trade and followed in April 1964 by the creation of national monetary unit "Algerian Dinar" " whose; its

value was set at 0.18 gram of gold in accordance with French Franc (DZD1= 1 Francs till 1969).

2. Pegging the Dinar to a basket of foreign currencies, 1971-86: The exchange rate policy in Algeria
occupied a minor position in the monetary policy and it was only a means to serve the strategy of growth.
As a result of dysfunction in the international monetary system after the collapse of the Bretton Woods'
system and circulation of the floating currency system, Algeria has resorted to pegging the Dinar with a
weighted basket of 14 currencies including the US $. Thereafter, Algeria applied a new management
system for public enterprises, which aims to stimulate productive investment and facilitate foreign trade
operations. This period is marked by the total monopoly of the state over the economy, but from 1974,
the restrictions of access to the foreign exchange market accompanied by a policy of the quota of the

imports gave birth to the market of parallel exchange;

3. Theadjustment of the Algerian Dinar, 1986-87: The DZD exchange rate was adjusted as a precursor

to a dynamic management policy for the exchange rate responsive to new economic data;

4. The dynamic management of the Dinar exchange rate (1987-92): Some economic and legal
reforms due to the sudden deterioration of oil prices in 1986, such as the law on companies' autonomy
(1988), the law on money and credit (1990) and the law on prices, gave a new breath to the Algerian
economy in order to break with state monopoly on foreign trade, to rehabilitate private companies, to
gradually offer a management autonomy for public companies, enabling them to make a good transition
to the market economy and finally to ensure the autonomy of Central Bank in relation to public treasury.”™
In fact, during the 1990s, Algeria gradually tended to free its exchange rate system in two stages which are
the progressive sliding stage (1987-91) and the explicit devaluation stage (1991-94). The next Figure

shows us the evolution of the nominal exchange rate in Algeria from 1970 to 1994.
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Figure n°01: The Nominal exchange rate of Algerian Dinar during the 1970-94 period
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Source: Made by the authors based on the World Bank database.

Through Figure, we note that the exchange rate remained almost steady between 1970 and 1986
recording about DZD4.93. After 1986, the Dinar exchange rate proceeded to decline gradually from
DZD4.70 to DZ5.91 in 1988 then to DZD8.95 in 1990 with 25.7% and 51.43% rate of increase
respectively. In fact, this decrease in Dinar value was deliberated by the authorities (devaluation) as a tool
to address the repercussions of oil prices collapse after the adverse oil shock in 1986 ($13.53 per barrel).
From 1988 to 1994 the DZD continued to decrease recording DZD5.91 in 1988, DZD21.83 in 1992 and
finally DZD35.06 per $ in 1994 with approximately 51.43%, 143% and 60.6% rate of increase in the
exchange rate; this depreciation was officially following the IMF request in exchange for the provided
financial aid to Algeria in order to correct the rise in the real exchange rate (overvaluation) and reduce the

difference between official and parallel exchange rates.

5. The Managed floating system, from 1994 to 2016: The DZD has known a real transformation and

a gradual change in terms of the determination. This phase can be divided into two periods:

5.1. The fixing: It is a meeting of the representatives of commercial banks under the Central Bank
supervision, which displays when opening the session, a fixed amount determined in US$ based on
the exchange policy objective. The banks will then perform the process of showing the amount to be
obtained at the price that suits them and the dinar exchange rate will be adjusted gradually through
foreign currencies supply by Algeria's Central Bank and the demand for them from the commercial
banks until the dinar exchange rate is determined at the lowest price offered by the participating
banks* The access to the official foreign exchange market became possible by IMF in 10-04-1994, to
all economic operators following Algeria's signature of the first agreement concerning the rescheduling
of part of its debt. The Algerian state focused on maintaining the ERER fixed during the 1964-78 period,
which led to its gradual separation from the economic reality and causes the emergence of national
currency's parallel market where it is determined by supply and demand; but due to the deterioration
of oil prices in 1986 in parallel with the procedures aimed at an economy based on market forces, this

leads us to think of the revaluation of the dinar in a way that reduces the difference between official
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exchange rate and parallel one, and in agreement with IMF, the DZD was devalued in 1994 by a rate
of 40.17% (DZD36 per $), leading the Dinar to enter the managed float system. ¥At the end of
Sep.1994, the DZD exchange rate was subsequently devalued;

5.2. The interbank market: In 1996, under the structural adjustment program, the Central Bank of
Algeria issued on the date of 23/12/1995 the regulation n°08-95 that included the establishment of
an interbank market which allows commercial banks and financial institutions to act freely in foreign
currencies obtained by their customers. Its activity was officially launched on 02/01/1996 where the
DZD exchange rate is determined by supply and demand, but it was devalued reaching DZD54.76 per
$. Algeria also adopted the 8th Article of the IMF's systems, considering it as a real first step towards the
application of amanaged floating exchange rate system. The DZD exchange rate continued to increase
at stable rates compared to the previous period (by 10%), then, from 1998 to 2001 it was depreciated
by 12%. In 2003, the Algerian legislator promulgated the order 3-11 on credit and money, which

replaces the law 90-10 to redefine the bank framework.

Among the economic programs that Algeria applied during this period, 7he economic revitalization
program (2007-04) which express the state’s will for perusing an expansionist policy, the
supplementary Program for sustaining economic growth (2005-09) which based launching an
investment program of $55 billion dedicated ro strengthen the infrastructure and revitalize the
economic sectors, and on controlling current spending to maintain the stability of the wage mass. This
program is considered unprecedented in Algeria’s history, because of the sums allocated to it, which

Xii

led to the growth of public investment volume in high proportions (2% on average)*' As a result of the
financial improvement in 2006 due to the soaring oil prices, Algeria has made a quasi-total payment
of their debts from DZD33 billion in 2006 to less than DZDA4.5 billion in 2007 but with the decline of
US$ against €, the DZD value has been improved reaching DZD64.58 per $ in 2008, which was
influenced by the financial crisis that the world economy experienced in the same year, while
improvement in the exchange rate of the $ against the € has led to a decline in the currencies’ values
of countries that follow managed floating systems against the $, like Algeria, where the value of the
DZD against the $ is depreciated by 5.12%, 4.2% in 2009, 2010 reaching DZD72.64 and DZD74.31
per $ respectively. As a part of the Algerian authorities” attempts to revive their economy, a new
program has been launched between 2010 and 2014 for fostering growth, aimed mainly to developing
the province and basic infrastructure, support the human development and make it in the service of
economic development and enhance the national economic competitiveness. In 2015, the Algerian
authorities allowed a new devaluation to the Dinar by 25% in order to reduce demand for imports,
pressure on international reserves and rising oil revenues in $. In fact, the aim of the Algerian exchange

rate policy, according to the monetary authorities, has been always trying to maintain the stability of
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the real effective exchange rate of the dinar at its equilibrium value and also to increase the
competitiveness of local products in front of the partners' products."“’ To analyze the evolution of the

DZD exchange rate after 1994, we display the next Figure:

Figure n° 02: The exchange rate evolution of the Algerian Dinar from 1994 to 2016
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The previous Figure delineates the movements of the real effective exchange rate Reer; the nominal
effective exchange rate Neerand the official exchange rate Nerin Algeria from 1994 to 2016. It shows
that both Reerand Neerare declining over the sample period and negatively related to the Ner: In fact,
the Neer values after (before) 2010, have been below (above) 100 meaning that the DZD
(undervalued) was worthless (more) than an imported currency, while we can see that for the period
2005-07 and for the years 2009, 2011 and 2016, the Reervalues have been below 100 indicating that
domestic prices were low by international state goals, therefore, domestic producers were competitive
and, conversely, for the rest of the period, the Reervalues have been above 100 which means that the
DZD was overvalued and its exchange rate was far from equilibrium as it was expected to depreciate
the domestic prices too high. In fact, in the early 1990s, the depreciation of the Reerwas mainly due to
liberalizing the DZD and applying adjustment on the Nerof DZD, thereafter, in 1991 and 1993 the
DZD real value has been improved from 129.4 to 159.2 respectively, as a result of pursuing
expansionist monetary and financial policies, the currency devaluation and pursuing an anti-
inflationary policy; while in 1994 the Reerdecreased to 137.48 because of the new adjustment for the
DZD nominal exchange rate as a goal of the structural adjustment, but simultaneously with the new
Mediterranean policy for enhancing the commercial relationships with the European Union and
achieve a sustained economic and social development and the establishment of an inter-exchange
market during 1995-98, the Reerbegan to increase from 115.25 to 133.4 due to the improvement in
the oil prices as in the exchange reserves and the falling inflation rates, then over 1999-2000 the
change in oil prices led to pursuing a severe fiscal policy and depreciating the real value of currency
from 123.35 to 117.58 which thereafter, appreciated slightly in 2001 reaching 121.32 but it shows
again a real depreciation reaching 96.39 in 2007, thereafter, the Reerwas relatively stable with very

close values reaching 99.35 in 2016.
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Unlike the Reerand Neer, the Nerfollows an upward trend which means that the Algerian Dinar is
deteriorating over time. We can clearly observe that it was deteriorating from 1994 to 2003, because
its nominal exchange rate has been increased from DZD35.05 to DZD79,68 per $ (127% as a rate of
increase), due to the intervening of Algerian authorities by devaluing the currency. The exchange rate
was then, decreased in 2002-03 when its value has reached DZD79.68 and DZD77.39 per $
respectively, with 2.8% as rates of decrease, while there was a slight decrease in 2004 (DZD72.06 per
$) due to the increase in oil revenues resulting from higher oil prices that recorded $28.1 in 2003 and
$36.05 per barrel in 2004 leading to the appreciation of the Dinar value against the $. From 2004 to
2006, the Dinar exchange rate remained stable at DZD72 per $, then it began to fall down gradually,
from DZD69.29 in 2007 to DZD64.58 per $ in 2008 with a rate of decrease of almost 6.7%, therefore,
the appreciation of the dinar against the dollar due to oil exports resulting from the increase of oil prices
($69.08 in 2007 and $94.45 per barrel in 2008). After that date, the value of the currency continued to
decline gradually due to the global financial crisis, the sharp decline in oil prices from $94.45 in 2008
to $77.45 per barrel in 2010 and the appreciation of $ against €, causing a decline in the currencies’
values of countries that follow a managed float system such as Algeria then due to the Eurozone, the
imports' growth and the recession of the fuel sector between 2010 and 2014. After 2014, the Dinar
scored a bigger drop against the Dollar from DZ80.57 in 2014 to DZ89.6 in 2015, then to DZ99.35 per
$ in 2016 with a rate of increase of 11.2% and 10.88% respectively in the exchange rate, due to the
significant drop in oil prices from $96.26 in 2014 to $49.49 in 2015 and then to $40.76 per barrel in
2016 resulting from the shale-gas revolution and the intervention by monetary authorities to reduce

the difference between the official and parallel exchange rates.

lll.The state of Algeria's trade balance: Algeria is a member of the Organization of Petroleum Exporting
Countries, OPEC; it is the third-largest oil producer in Africa after Nigeria and Angola and the 11t largest oil
exporter in the world and occupies the 15" world place in terms of oil