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Abstract

This study examines the relationship between openness, financial development, and economic growth in Algeria
using the autoregressive distributed lag (ARDL) cointegration framework. The results based on the bounds testing
procedure confirm that a long-run relationship between openness, financial development, and economic growth
exist. Data were obtained from the World Bank Development Indicators for the period of 1980 to 2010. Importantly,
our results reveal that, openness has a significantly positive effect on economic growth. Broad money which is a
proxy for financial development in this study is positive but insignificantly related to economic growth. Also, both
labor force and gross capital formation are insignificant. These findings suggest a dire need for financial reforms in

Algeria inorder to improve efficiency in the financial sector so as to stimulate saving/investment and thus, long-term
economic growth.
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