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the relationship between the relationship between inflation, unemployment and
economic growth in Algeria
using the Co-integration and ECM model
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Abstract :

This research examines the relationship between unemployment, inflation and economic growth rates in
Algeria during the period of 1991-2013, using the methodology of the Co-integration, causality test and
ECM model. . The research found that the time series of inflation rate and unemployment rate and GDP are
non-stationary, and to make them stationary the first differences are applied. Therefore, the time series are
integrated of the first orders and using Johanson test, we found a co-integration between inflation and
economic growth rates in Algeria, in addition to a causal relationship in one direction between them. After
error correction model estimation, we found that the actual deviation from equilibrium between the two
variables, is corrected by 32.41 each year.
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Mull Hypothesis: CHO has a unit root

Exogenous: Rone
Lag Length: 0 {Automatic - based on S1C, maxlag=4)

t-Statistic Frob.*

Augrmented Dickey-Fuller test statistic -0.955664 0.2923
Test critical values: 1% lewvel -2.674290
5% level -1.957204
10% level -1.608175

(Eviews 7.01) otz e slazeVl el slae) oo 0yl

9V Byl (ADF) gugadt Jlgp (o5 jlet 12) oy g

Full Hypothesis: D(CHOY has a unit root
Exogenous: Mone
Lag Length: O (Automatic - based an SIS, maxlag=4)

t-Statistic Prab.*

Augmented Dickey-Fuller test statistic -3.409470 ooo17
Test critical values: 1% level -2.B79735
9% level -1.958088
10% level -1.607830
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t-Statistic Prob*

Augmented Dickey-Fuller test statistic -1.803844 0.0558
Testcritical values: 1% level -2 674290

A% lewel -1.957204

10% level -1.608174
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Full Hypothesis: DARFY has a unit root
Exogenous: Maone
Lag Length: O {Autormatic - hased an 12, maxiag=4)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -4.891839 [Eu]ujujs]
Test critical values: 1% level -2 679735
5% level -1.958088
10% lewvel -1.607830
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t-Statistic Prok.*

Augmented Dickey-Fuller test statistic -0. 767006 0.3718
Test critical values: 1% level -2.B79735
5% level -1.958088
10% lewel -1.607830
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t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -7.443915 0.0000
Test critical values: 1% level -2 BTYT3A5

5% level -1.958088

10% level -1.607830
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Hypothesized Trace 0.05
Mo, of CEfs) Eigenvalue Statistic Critical Walue Praob.**
Mone * 0.440820 16.10504 1548471 0.0404
Atmost1* 01659414 3.898103 3.8414ER n.04a3
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Hull Hypothesis: Ohs  F-Statistic Frob.
IMF does not Granger Cause PIB 21 079915 0.4669
PIB does not Granoer Cause INF 586621 0.014R
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Dependent “ariable: DM

mMethod: Least Squares

Date: 02701115 Time: 17:49

Sample (adjustedi: 1992 2013

Included observations: 22 after adjustments

“Yariable Zoefficient Std. Error t-Statistic Frohb.
Lo -1.051234 o.221157 -1 1932696 0.2473

[T | = )] 0661054 0.283661 1. 722016 o.1011
LI-17 -0.2Z24100 0103956 -2117672 o.0o0s7
R-sgquared 0472735 Mean dependeant var -1. 027273
Adiusted R-sguared 04172324 S.0. dependent var 5.38951 2
S.E. ofregression 4114207 Akaike into criterion S.792942
Sum sguared resid 221.6229 Schwwarz criterion S.941 720
Log likelihood -B0O.T2226 Hannan-2uginn criter. S.8274989
F-=statistic 2.517512 Durbin-vYatson stat 1.857909

Frob{F-statistic) o.oozz2a7
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ANNEE IFL CHO PIB
1991 25.9 20.6 -1.2
1992 31.7 23 1.8
1993 20.5 23.2 2.1
1994 29 24.4 -0.9
1995 29.8 27.9 3.8
1996 18.7 28.7 4.1
1997 5.7 254 11
1998 S 254 5.1
1999 2.6 254 3.2
2000 0.3 29.8 2.2
2001 4.2 27.3 4.6
2002 14 25.9 5.6
2003 4.3 23.7 7.2
2004 4 20.1 4.3
2005 14 15.3 5.9
2006 2.3 12.3 17
2007 3.7 13.8 3.4
2008 4.9 11.3 2.0
2009 5.7 10.2 1.6
2010 3.9 10 3.6
2011 4.5 10 2.8
2012 8.9 11 3.3
2013 3.3 9.8 2.8
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