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The effect of minimum wage on unemployment in Algeria during the
period (1991-2021)

e sk sl ity gy 8.k
¢ MIFMA ) Gl 3 adll clewslt g 50adl 2« MIFMA ) o) 3 W) bl 5 55200
L ol il S sl dmels S ol Wil S sl dmsl
mennadali@yahoo.fr rahmani.rania@univ-tlemcen.dz
2023/09/02 : 2 st 2023/08/10 =il 6 2023/07/13 QL) gt

Bols sl e (oolin gl (] B Uy absdl 2l 4 55 ¢ )Les b @ A sLasY) arly Gl obiol)
G Al eloadl op e pim ot Jadll Bged ime sl cllasl 3 Lye2 1gs sl SN Caalyconnlly Lt daslll
Al ods BuE (Bld) e &y s 5wl Sty Al olanal 3 Ll s g fridl Bl dab 1S
S slaaeVL a3 5 (2021-1991) sl I3 141 3 Dl wVame 5 5o o1 ad) o @91 Las U
W alsh 1S g Ggme e sgry L) Al caals 5 g0 (ARDL) dejll sla¥l olpa) 301 sl 2344
Lo ey Lo ga g Wl oV 2L U1 oo @Y1 21 plis)) Of ele oS oW1l g Alladl Juws (o
Aehl 2 Sl gy eV el 28l e sy SIS

Ajell eI ) U ALY 2358 ¢ s G ¢ oo L) ¢ Al U 33) a2 el ST

Abstract :

In light of the challenges facing the Algerian economy, with the rapid growth of the
active population and the need to create new job opportunities, especially permanent and
productive ones, the institutional framework plays a crucial role in shaping the labor
market. It is considered one of the critical factors in determining the nature and
effectiveness of employment policies in effectively and sustainably addressing
unemployment. In this context, this study aims to test the relationship between the
minimum wage and unemployment rates in Algeria during the period (1991-2021),
using the Autoregressive Distributed Lag (ARDL) model. The study has concluded the
existence of a significant and long-term inverse relationship between the unemployment
rate and the minimum wage this means that higher minimum wages lead to lower
unemployment rates. , which supports our hypothesis. Additionally, it finds a short-term
dynamic relationship between the variables under study.

Key Words: Minimum wage ; Unemployment ; Institutional framework ; Labor market ;
Autoregressive Distributed Lag Model.
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Unemp = a + ByUnemp;_1 + B,MW,_4 + B3INF,_{ + B,PRO;_, + Z y1 AUnempy_p
i=1

P 14 14
+ Z Y2 AMW,_, + Z V3AINF,_, + Z Y4 APRO,_, + &
i=1 i=1 i=1

(el b wud 3.3
Ll Lad o= Bviews12 by & Sk JSe(ARDL) Eosed JAl sV i e
J=) oo (AIC) Jlas o sbaaeWU g0 8l il 5 ol pined) il 23Ul ol o1 (4)
sl et dsbsl ISEl (3 Bmosll il a5 ARDL(M,mM,P) 2368 el las)
ARDL(4,4,4,1)

sla¥) CId 2l #35001:02 JSd1

Akaike Information Criteria (top 20 models)
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F-Bounds Test MNull Hypothesis: Mo levels relationship
Test Statistic Value Signif. LEEe)] 11y
Asymptotic: n=1000
F-statistic 5. 924081 10% 2.37 3.2
K 3 5% 2.79 3687
2.5% 3.15 4.08
1% 365 4. 86
Actual Sample Size 2T Finite Sample: n=35

.Eviews12 by e sl VU Ul slael a2yl
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Levels Equation
Case 2: Resfricted Constant and Mo Trend

Variable Coefficient Std. Error t-Statistic Praob.
MW -32.30876 1.917949  -15.84548 0.0000
INF -0.426546 0.062222  -6.855207 0.0000
PFRO 153.0685 2017915 7.585481 0.0000

C -562.3462 94 80860 -5931384 0.0001

EC = UNEM - (-32.20828MW -0.4265%INF + 153.0685"PRO - 562.3462)

Eviews12 ziby e sbxeWU oWl slied o 1ol
AV L O Aladl g V) 2V e B0 AnSe g Bygnn I Y1 Alb B0 il s s
L @815 B & g el gl e %32.3 © el w¥are 2Ll I 35 sy sdmg 35V
(Rabiul ISLAM and al 2017) , (Tifani Husna Siregar 2019) o [S aulys 3 sl
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ARDL Error Cormrection Regression
Dependent Variable: DJ(UNEMN}
Selected Model: ARDL{4, 4, 4, 1)
Case 2: Resiricted Constant and No Trend
Date: 08/04/23 Time: 11:50
Sample: 1991 2021
Included observations: 27
ECM Regression
Case 2 Restricted Constant and Mo Trend
WVariable Croefficient Std. Error t-Statistic Frolk.
D{UMEMN{-13) 0185523 0085025 2.193740 00530
D{UMEM{-203) 0. 400145 0089164 4 4BTT 332 00012
D{UMNMEM{-22) 0. 297643 0.093853 3IATI3ITE 0.0 100
(LT T 11.44217 4 592553 2.491298 00219
D P (-1 44 14942 2731035 5.055608 0.000s
D MW (-2 34 05947 5. 950633 4 901635 Lo alelels]
D MW (-3 1512808 4. 937824 3266232 00025
DIMNFD -0.233292 0.051126 -4 563061 00010
DIMNEC-1)) 00135654 0032817 0.3494 32 0. 7340
DIMNFE{-20) -0. 110521 0038507 -2. 797404 00189
CINFE{-30) -0.036755 0047745 -1.81700%2 0,093
D{PRC) 114 5566 1118190 1025408 Lo aleleln}
CointEg{-1)~ -0.958857 0. 142900 -65.439609 0,001
R-sguared 0. 954400 Mean dependent var -0 592333
Adjusted R-squared 0915332 S.D. dependent var 2. 114556
S. E. of regression 0615290 Akaike info criterion 2AT27T39
Sum squared resid 5.300152 Schwarz criterion 2 T7T95650
Log likelinood -1&5.33197 Hannamn-Ciuinn criter. 2. 3582653
Dwurbin-Watson stat 2050288
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1.6
100
12 7.5
5.0
08 25
0.0

04
2.5
0.0 -5.0
7.5
0.4 -10.0

12 13 14 15 16 17 18 19 20 21 12 13 14 15 16 17 18 19 20 2
CUSUM of Squares 5% Signficance CUSUM 5% Signdicance

Eviews12 Tl (e 2LV iU slas) e 1 jal)

Lie B sedl 21> sk CUSUMSQ 5 CUSUM b1 sl bl ISC2)l 0 Lo
3 kb U gt pdsnd) Z3sadl (3 5aal Sl OF olis s g0 Y05 Hsas (Sgtne
) V15 gl Y1 il m3sed) plomadl g sl ) ks ek,
ipisedl pasis Ol 4
STl o ol 5 Al 5 oWV V1 BV (3 pasend) 23l B g B e aSTl
o) 5 ¢ Bnasid) OhLs Y e Asgent Pl pilie Z3ged) il 3 el I (35 ) Al
"3
rolla Y1 gy G bloy¥t USCiw e S et 1.4
W) d> mead Labaie ol Linj Slodl o) sllasVl sgd (o Bl jeay Lotie dSal) ol ud
SOV e el gy A s e a2SU 9 (P) a1 141 e gle Lo lud
Breuch-Godfrey Serial correlation Lz 1,5 o Durbin h test« Durbin Watson :le2)
G LY alSie e ogls plans ARDL 358 839 058 (Il ada 3 ol L) 52 4 LM
Serial 41> Caslae jlas) plisaal aass Comgiey & 4iiS s DW jLas) on 5 )
JW) Jgud) (3 iose axsls 4. (Breuch-Godfrey correlation LM)

slasY1 oy G313 by JSaw 299yl it 105!

Breusch-Godfrey Serial Correlation LM Test:
Mull hypothesis: Mo senial correlation at up to 2 lags

F-statistic 0.861018 Prob. F(2.8) 0.4585
Obs*R-squared 4782430  Prob. Chi-Square(2) 0.0915
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2 5 0.09 soley 25t Obs*R-Squared Jlaz=) O Wl 5 &gustt F ajpins pis ) %5 e
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el Bl Al e
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Heteroskedasticity Test: ARCH
F-statistic 1.036336 Prob. F(1,24) 0.3138
Cbs*R-squared 1.076225 Prob. Chi-Square(1) 0.29495

Eviews12 by Jo staxeVU Ul slasl e 2yl
Jloa= 0 LS™ 905 e 5871 98 5 0.31 Jla=1.03 il st B 01 e gl I35 e
a2l 2h) ade ) Bmmll oda Lasw QWL g0 %05 e 181 0.29 o ,udll Obs*R-Squared
(B9 dhadd  andalt aygdl Jlast 3.4
Jarque-Berra jlasb wlaa¥l (Yool Lanb 508 cOlST D G e Bl i dab LY
oz EVIEWS12 sl Glaza¥l 9 (Skewness bldl 5 Kurtosis qlalidl leles s oz )
oW Sl 3 moge o LS BN JlaY) 5 Jarque-Berra alas) a3 e 85k fuasd)

Lty
(S9! hadid el ay gl Jlast il 04 42y
12 R ——
Series: Resliduals
10 Sample 1995 2021
Ohservations 27
8 :
Mean 3.37e-14
= Median -0.042931
Maximum 0.946697
2 Minimurm -0.855188
Std, Dev, 0.451500
Skewness 0.111656
2 - - Kurtosis 2.492792
o i J— larque-Bara  0.345518
1.0 -0.5 0.0 0.5 1.0 Raftnps
Probability 0.841340
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: Ramsey Reset jle! .5
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Ramsey Reset sl gl 107 943

Ramsey RESET Test

Equation: UNTITLED

Omitted Varables: Squares of fitted values

Specification: UNEMP UNMEMP{-1} UMEMFP{-2)} UNEMP{-3) UNEMP{-4)
WV (=17 BWWW-20 IWDWAW-30 WA -4) TNIF TNF(-1) INF (-2} INF{-3) INF{-4}

FPRO(-1) C
Value df Probalbility
t-statistic 1.214525 9 0.2555
F-statistic 1.475070 {1, 9) 0.2555
Likelihood ratio 4 097887 1 0.04259
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