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The relationship between the phenomenon of unemployment and inflation rates under the
Phillips curve in Algeria (Standard study for the period 1990-2018)
La relation entre le phénoméne du chémage et les taux d'inflation sous la courbe de Phillips
en Algérie (Etude type pour la période 1990-2018)
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Abstract

This study examine the relationship between inflation and unemployment in the long run in Algeria,
using yearly data from 1990 to 2018,And using a cointegration approach .

The study find weak evidence that a positive relationship exists in the long run, where
unemployment explain the fluctuations in inflation by about 17 % according to Adjusted R-squared
during the study period, we also concluded that there is no causality relationship between inflation
and unemployment in the short run. this was due that inflation in Algeria is affected by the
expansion of the monetary supply, the policy of public spending, in addition to the devaluation of
the dinar.

Keywords: Unemployment; Inflation; Phillips Curve: Monetary Policy; Financial Policy.
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Dependent Variable: INF
Method: Least Squares
Date: 01/19/21 Time: 08:38
Sample: 1990 2018

Included observations: 29

Variable Coefficient ~ Std. Error  t-Statistic Prob.

C -0.685191 4.299184  -0.159377 0.8746

UNIM 0.500121 0.210425  2.376720  0.0248

R-squared 0.173017 Meandependent var 8.786069

Adjusted R-squared 0.142388 S.D. dependent var 9.381274

S.E. of regression 8.687748 Akaike info criterion 7.228177

Sumsquaredresid 2037.878 Schwarz criterion 7.322473

Log likelihood -102.8086 Hannan-Quinn criter. 7.257709

F-statistic 5.648798 Durbin-Watson stat 0.430568
Prob(F-statistic) 0.024817

(Syeal) i INE seznl] Bl alid) 38 g

Null Hypothesis: INF has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=6)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -1.600330 0.4692
Test critical values: 1% level -3.689194

5% level -2.971853

10% level -2.625121

PP (RUPYEUINEES 1) PERCHIUE RO SN 5 S Y PRES

Null Hypothesis: D(INF) has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=6)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -5.766778 0.0001
Test critical values: 1% level -3.699871

5% level -2.976263

10% level -2.627420

*MacKinnon (1996) one-sided p-values.
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Null Hypothesis: UNIM has a unit root

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

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -0.554074 0.8656
Test critical values: 1% level -3.689194

5% level -2.971853

10% level -2.625121

*MacKinnon (1996) one-sided p-values.
1 d9V) B dl) e UNIM. seanl) Aol Akl )l Jodr
Null Hypothesis: D(UNIM) has a unit root

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

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -4.253026 0.0026
Test critical values: 1% level -3.699871

5% level -2.976263

10% level -2.627420

*MacKinnon (1996) one-sided p-values.
P ) sl Y1 ol i JLast Jeds
VAR Lag Order Selection Criteria
Endogenous variables: UNIM INF
Exogenous variables: C
Date: 01/19/21 Time: 09:34
Sample: 1990 2018

Included observations: 27

Lag LogL LR FPE AIC SC HQ

0 -188.8233 NA 4719.083  14.13506 14.23104 14.16360
1 -132.0919 100.8558* 95.11779* 10.22903* 10.51699* 10.31465*
2 -129.1518 4.791277 103.5889 10.30754 10.78748  10.45025

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final predictionerror

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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Date: 01/19/21 Time: 09:44

Sample (adjusted): 1992 2018

Included observations: 27 afteradjustments
Trend assumption: Linear deterministic trend
Series: UNIM INF

Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s)  Eigenvalue Statistic Critical Value  Prob.**
None 0.228772 8.357594 15.49471 0.4280
Atmost 1 0.048551 1.343765 3.841466 0.2464

Trace test indicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
No. of CE(s)  Eigenvalue Statistic Critical Value  Prob.**
None 0.228772 7.013829 14.26460 0.4875
Atmost 1 0.048551 1.343765 3.841466 0.2464

Max-eigenvalue test indicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Pairwise Granger Causality Tests
Date: 01/19/21 Time: 09:54
Sample: 1990 2018

][ SO | R eSS PR

Lags: 1

NullHypothesis: Obs F-Statistic ~ Prob.
INF does not Granger Cause UNIM 28 2.88220 0.1020
UNIM does not Granger Cause INF 0.00347 0.9535
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