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The impact of reducing unemployment on inflation in light of Phillips curve in Algeria (An
analytic econometric study during the period 2001-2018)
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Abstract:

This paper aims to assess the applicability of Phillips curve on the Algerian case through
investigating the effects of decreasing unemployment levels on inflation rates. The period 2001-2018 was
selected which corresponds to the adoption of the economic recovery
programs that has aimed, inter alia, to reduce unemployment levels.

Findings indicate that in spite of the negative relationship between unemployment as an independent
variable and inflation as a dependent variable, the limited response rate makes
the Phillips curve invalid in the Algerian case. Unemployment explains about 11.92% of changes in
inflation during the studied period according to the determination coefficient R?, in
addition to that, unemployment has no moral consequence on the inflation rates in the case of Algeria and
there are other factors that control the inflation in the national economy. The
weakness of the response is due to the relative stagnation in the rate of change of the monetary wage
towards increasing, since the last comprehensive review of the wage network
by the Algerian government was in 2008.
Keywords: unemployment; inflation; Algeria; economic recovery programs; Monetary wage.
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Estimation Command:

Estimation Equation:

Y =C(1) + C2)*X

Y =5.77219222668 - 0.108587313161*X

Dependent Variable: Y
Method: Least Squares
Date: 03/08/21 Time: 18:36

Sample: 2001 2018

Included observations: 18

Variable

Coefficien

t

Std. Error t-Statistic  Prob.

C
X

5.772192 1.117230 5.166521 0.0001
-0.108587 0.073782 -1.471726 0.1605

R-squared

Adjusted R-squared
S.E. of regression
Sum squared resid
Log likelihood
F-statistic

Prob(F-statistic)

0.119233
0.064185
1.728144
47.78372
34.32;71
2.165978

0.160490

Mean dependent var 4.241111
S.D. dependent var  1.786426
Akaike info criterion 4.036413
Schwarz criterion 4.135343
Hannan-Quinn criter. 4.050054

Durbin-Watson stat 1.975171
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