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Abstract

This research aims to measure and analyze the impact of financial inclusion on
unemployment in Algeria during the period 2004-2020. Firstly, the study uses principal
components analysis to determine the financial inclusion index based on two
dimensions: access to and usage of financial services. Secondly, the study relies on the
autoregressive distributed lag model (ARDL) to analyze the relationship between the
independent variable, financial inclusion, and the dependent variable, unemployment
rate, with control variables including per capita GDP, education, inflation, and
investment.

The research findings conclude a negative long-term relationship between financial
inclusion and unemployment, with a probability of less than 5%. This means that a one-
point change in the financial inclusion index reduces the unemployment rate by -4.37
points. Regarding the causal relationship between the two variables, the Granger
causality test indicates a unidirectional causal relationship in the short term from
unemployment to financial inclusion.
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variables level First Difference
Trend intercept None Trend and | intercept None
and intercept
intercept

Prob Prob Prob Prob Prob Prob
UNEMP 0.7012 0.0734 0.3124 0.0000 0.0000 0.0000
Fll 0.3884 0.4012 0.1558 0.0000 0.0000 0.0000
GDP 0.9613 0.9478 0.3326 0.0000 0.0000 0.0000
EDUC 0.5250 0.2325 0.7965 0.0000 0.0000 0.0000
INF 0.4700 0.1863 0.3094 0.0000 0.0000 0.0000
INVEST 0.9867 0.2676 0.7103 0.0000 0.0000 0.0000
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