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The estimation of potential output and output gap and the rate of
unemployment (NAIRU) in Algeria
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Abstract : The objective of the study lies in that it tried to estimate the potential output
and the production gap in Algeria, as well as, the output gap and the unemployment rate
that does not affect inflation (NAIRU). Estimates of potential output may vary
depending on the estimation method used. During the period (1970-2016)and after
applying the Hodrick-Prescott (HP) filter, we have obtained the estimate results that the
Algerian economy has been exposed to many structural changes and external shocks that
led to a considerable relatively variation in output levels. Depending on the Cobb-
Douglas production function methodology, the results demonstrate the negative
contribution of total productivity of the production factors; In addition, to the failure of
public policy to exploit the available capital to improve and support economic growth.
Key Words: Stability, cointegration, the Cobb-Douglas production function, the
Hodrick-Prescott filter (HP), error correction model (ECM).
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