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Abstract:

This research paper aims to measure the impact of inflation on economic growth in Algeria
during the period (1980-2019), as this period chosen for the study witnessed the period of major
reforms in the Algerian economy, as it was marked by a very important stage represented in the
transition from a directed economy to a market economy, and for the sake of To do so, modern
econometric methods have been used by co-integration using the ARDL autoregressive model that
allows realistic and efficient estimates.

The study found that there is a long-term equilibrium relationship between inflation and economic
growth, on the basis of the optimal model reached by ARDL (1.3.0.0.0.0). A negative relationship
between inflation and economic growth in the long run. In the short term, the negative effect of
inflation has been observed in the current period, while we find the positive effect in the previous
two periods, which indicates the authorities ’attempt to influence inflation to increase the rate of
economic growth.

Key words: inflation, economic growth, Algeria, modeling, ARDL.
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Dependent Variable: LPIBH
Method: Least Squares
Date: 04/10/21 Time: 20:15
Sample: 1980 2019
Included observations: 40

Variable Coefficient Std. Error t-Statistic Prob.
LINF -0.015400 0.005845 -2.634633 0.0126
LG 0.003735 0.006439 0.580027 0.5657
LmMm2 0.041233 0.027740 1.486406 0.1464
LGDI 0.284630 0.022748 1251287 0.0000
LOPEN 0.163540 0.064962 2517484 0.0167
C 3.656192 0.837078 4. 367803 0.0001
R-squared 0.954177 Mean dependentvar 12.82657
Adjusted R-squared 0.947439 S.D. dependentvar 0.131071
S.E. of regression 0.030050 Akaike info criterion -4.034448
Sum squared resid 0.030701 Schwarz criterion -3.781116
Log likelihood 86.68896 Hannan-Quinn criter. -3.942851
F-statistic 141.5984 Durbin-Watson stat 0.751931

Prob(F-statistic) 0.000000

Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation at up to 2 lags

F-statistic 10.63125 Prob. F(2,32) 0.0003
Obs*R-squared 15.96808 Prob. Chi-Square(2) 0.0003
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Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
LINF -0.053875 0.015303 -3.520532 0.0015
LG -0.005447 0.010475 -0.520018 0.6073
LM2 -0.101223 0.060604 -1.670243 0.1064
LGDI 0.372968 0.049741 7.498215 0.0000
LOPEN 0.470949 0.158035 2.980024 0.0060
C 0.851940 1.811458 0.470306 0.6419

EC = LPIBH - (-0.0539*LINF -0.0054*LG -0.1012*LM2 + 0.3730*LGDI + 0.4709
*LOPEN + 0.8519)
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ARDL Error Correction Regression
Dependent Variable: D(LPIBH)

Selected Model: ARDL(1, 3, 0, 0, 0, 0)
Case 2: Restricted Constant and No Trend
Date: 04/10/21 Time: 20:46

Sample: 1980 2019

Included observations: 37

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(LINF) -0.004012 0.002927 -1.370647 o.1818
D(LINF-1)) 0.010619 0.003481 3.050930 0.0051
D(LINF(-2)) 0.007447 0.003212 2.318456 0.0282
CointeEq(-1)* -0.332842 0.033090 -10.05884 0.0000
R-squared 0.746379 Mean dependentvar 0.006090
Adjusted R-squared 0.723322 S.D. dependentvar 0.023920
S.E. of regression 0.012582 Akaike info criterion -5.811264
Sum squared resid 0.005224 Schwarz criterion -5.637110
Log likelihood 111.5084 Hannan-Quinn criter. -5.749867
Durbin-Watson stat 1.801673

= p-value incompatible with t-Bounds distribution.
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CUSUM of Squares 5% Significance
CcusumM 5% Significance
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