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Abstract : 
  

In the macroeconomic framework there is a well-known relationship called Okun’s Law, which states that the 
negative relationship between movements of unemployment rate and real GDP can be determined. 
This paper provides a new and useful framework for developing various models to investigate the output-
unemployment relationship. the objective of this paper is to examine whether an Okun type relationship between output 
and unemployment is present in the Algerian economy. We are keen to find the level of GDP growth rate needed to 
achieve full employment. 

Hence, from this analysis we will be able to determine the causal relationship between output and unemployment. 
First, we will discuss unemployment trends in Algeria (1970/2010) , followed by a review of literature and the 
theoretical framework related to Okun’s law. In the last section, identify and diagnose the most important types of 
unemployment suffered by the Algerian economy. Finally we will discuss our results and its implications for the 
Algerian labour marke. 

Approach: Using annual data covering the period 1970-2009, time series techniques are used to test the relation 
between unemployment and economic growth and to obtain estimates for Okun’s coefficient. Namely, we used in the 
study cointegration test, vector error correction model and Granger causality test to determine the direction of the 
relationship between the two variables in the short and long term. 
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Itsmeasurement and significance, American Statistical Association, ( .

                                                
1 D.Ahmed Silem, D.Jean-Marie Albertini, lexique d’économie, 6° édition, dalloz, 1999, p 377.  

  : Samuelson, P.A., Nordhaus, W.D. (1995), Economics, 15th ed., McGraw-Hill, New York.  
2 André MAKUTUBU Balibwanabo, verification empirique de la loi d’Oku : le cas de la RD Congo entre 1960-2000. 

www.congoforum.be/upldocs/article%20vrai%20amackbal.doc  
3 André MAKUTUBU Balibwanabo, op cité. 
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  .  
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*   :  

- Knoester, Anthonie, ''Okun's Law Revisited,'' Weltwirtschaftliches Archiv. 122 (1986), 657–665. 
- Gary Smith, Okun’s law revisited, Cowles Foundaion for Rechearch in Economics at Yale University, Paper N 380 , 

October 22, 1974 
    http://cowles.econ.yale.edu/P/cd/d03b/d0380.pdf 
-  Prachowny, Martin F. J. (1993). "Okun's Law: Theoretical Foundations and Revised Estimates," The Review of 

Economics and Statistics, 75(2), pp. 331-336. 
- Kaufman, R.T. (1988) An International Comparison of Okun's Laws. Journal  of Comparative Economics, 12 (June) 
pp182-203. 
- Blackley, P. R. (1991) The Measurement and Determination of Okun's Law: Evidence from the State Economies. 

Journal of Macroeconomics 13 (Fall) pp 641-656.  
1  Mdu Biyase and Lumengo Bonga-Bonga,(2007), “South Africa's Growth Paradox,” DEGIT Conference Papers 

c012_043, DEGIT, Dynamics, Economic Growth, and International Trade, 9 13. 



 

- 107 - 

      The 
Structural Vector Autoregressive Model. 

 1% 0.2%  .   
 

. 
    .    

2014   Asgisa  
)  .(  

(OCDE)  .
1 ) 

 .(  .  

) (
 .  

 .2: 

   .
) (

 .
 .

 
 .

 . 
 

 .
  .

                                                
1  "Economic growth and unemploymen in arab countries : Is Okun’s law valid ?" 

) (' "17 -18 2008 .  
2   Imad A. Moosa, economic growth and unemployment in Arab countries : Is Okun’s law valid? International conference on “the unemployment 

crisis in the arab countries”, 17-18 march 2008, cairo- Egypt , pp 9. 



 

- 108 - 

.  
 

) .(
)(  .

 .
. 

. 

 
. 

 
  

 .
 . 

 .

 .
 .

1   .  

2 
1968-2005 Okun’s law 

-0.50% 
4.5 %)  (

 .   

                                                
1  Hamad a. Al-Ghannam, the relation between economic growth and employment in Saudi private firms, Saudi Economic Association, economic 

studies, volume 5, 9. King Saud University, 2003  
2    .  



 

- 109 - 

 1  
)TURKEY(  

1970 – 2008.  
 (CRDW)  

.  

    
  . 

4- :  
  1970-2010

.  

) ((Okun’s law model)   
 .

Smith )1975(
Gordon )1984(C.E.Weber )1995(Moosa )1997(H. Adachi )2007(.  

: Mdu Biyase and Lumengo Bonga-Bonga 
)2007((2011) Makutuba Kodila )2011( 

.  

)8( 
 .

.  
Mdu Biyase and Lumengo Bonga-

2Bonga:  
o    :t

n
tt

p
tt eUUYY )( 

o :         ttot eUY 1 

                                                
1  Fuad M. Kreishan (2011), Economic Growth and Unemployment: An Empirical Analysis, Journal of Social Sciences 7 (2): 228-231, TURKEY. 
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Unrestricted Cointegration Rank Test (Trace)  
Hypothesized  Trace 0.05  
No. of CE(s) Eigenvalue Statistic Critical Value Prob.** 
None  0.154232  7.940219  15.49471  0.4718 
At most 1  0.040596  1.574816  3.841466  0.2095 
 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  0.154232  6.365402  14.26460  0.5668 
At most 1  0.040596  1.574816  3.841466  0.2095 
 Max-eigenvalue test indicates no cointegration at the 0.05 level 
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