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The impact of participation in global value chains on unemployment
Standard study for the period 1990-2020 using the VECM model
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Abstract:

The aim of this study is to examine the effect of participation in global value chains on unemployment in
Algeria, through forward links based on the export of local intermediate inputs into the products of other
countries, and back, links based on importing intermediate inputs of local production for export, during the period
1990-2020;

The study concluded that Algeria’s background participation in global value chains during the short terms
increases employment rates, in contrast to forward participation, which increases its unemployment rates. however
as integration into global value chains deepens, and the local [abor workforce acquires the necessary skills, local
products replace foreign ones, and the demand for local labor through forward linkages becomes greater, this
happens over a period of time not exceeding two years.

Key Words : global value chains, unemployment in algeria, domestic value added, foreign value added,
VECM model.
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LUMP LFVA LDVA
LUMP 1 -0.89501102 -0.92583797
LFVA -0.89501102 1 0.99262631
LDVA -0.92583797 0.99262631 1
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Level 5% giud! wic Js¥ §,all wie
t-Statistic 5% Prob.* t-Statistic 5% Prob.* aasML|
t-Statistic -0.584862 0.8596 -4.064224 0.0039
intercept
t-Critical -2.963972 2967767
trend t-Statistic -1.75447 0.7012 -3.943839 0.0228 Jis 8 yAius
LUMP
andintercept | ¢_Critical -3.568379 -3.574244 Jo¥! Gyall
t-Statistic -0.867049 0.3321 -4.068442 0.0002
none
t-Critical 1.952473 -1.95291
t-Statistic 1.099464 0.7028 -5.269089 0.0002
intercept
t-Critical -2.963972 2967767
trend t-Statistic 41.210521 0.8901 -5.337015 00009 | wic §pdiue
LFVA
andintercept | (Critical -3.568379 -3.574244 Jo¥! Gyall
t-Statistic 1332636 0.9505 4109738 0.0002
none
t-Critical 1.952473 -1.95291
t-Statistic -0.665996 0.8405 -5.837236 0.0000
intercept
t-Critical -2.963972 2967767
trend t-Statistic 1665335 0.7416 -5.763675 00003 | wic §pdiue
LDVA
andintercept | ¢ Cyitical -3.568379 -3.574244 Js¥l G4l
t-Statistic 2.220473 0.9921 -4.796947 0.0000
none
t-Critical -1.952473 -1.95291
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Sample (adjusted): 1992 2020

Included observations: 29 after adjustments
Trend assumption: Linear deterministic trend
Series: LUMP LDVA LFVA

Lags interval (in first differences): 1 to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
Eigenvalue Prob.**
No. of CE(s) Statistic Critical Value
None * 0.46716 30.05097 29.79707 0.0467
At most 1 0.29729 11.79447 15.49471 0.1671
At most 2 0.052468 1.562937 3.841466 0.2112

Trace test indicates 1 cointegrating eqn(s) at the 0.05 level
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VAR Lag Order Selection Criteria

Endogenous variables: LUMP LFVA LDVA
Exogenous variables: C

Sample: 1990 2020

Lag 0 1 2 3 4
AIC -1.8693 -5.417334* -5.199857 -5.365571 -5.144175
SCH -1.725318 -4.841406* -4.191984 -3.925752 -3.272411

Eviews9 zaliy Silayien e sleze¥l o>l slue) (e il

sda slaie!l piw p=T e Grige Lagd oldsl SC g (AIC Guleall o Lasdl 4dgasdl s (1
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Pairwise Granger Causality Tests
Sample: 1990 2020
Lags: 1

Null Hypothesis: Obs F-Statistic Prob.
LFVA does not Granger Cause LUMP 11.2924 0.0023
LUMP does not Granger Cause LFVA . 0.34994 0.5591
LDVA does not Granger Cause LUMP 121715 0.0017
LUMP does not Granger Cause LDVA . 0.34515 0.5618
LDVA does not Granger Cause LFVA 0.62449 0.4363
LFVA does not Granger Cause LDVA * 5.55728 0.0259
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Vector Error Correction Estimates

Cointegrating Eq: CointEq1
DLUMP(-1) 1.000000
DLFVA(-1) 1166266
DLDVA(-1) 1959767
C -0.021667
Error Correction: D(DLUMP) D(DLFVA) D(DLDVA)
CointEq1 -0.516221 -0.527276 -1.38659
-0.29907 -0.4405 -0.41496
[-1.72610] [-1.19700] [-3.34152]
D(DLUMP(-1)) -0.140372 0.78606 1.314119
D(DLFVA(-1)) -0.100576 -0.789258 -0.988119
D(DLDVA(-1)) 0.358927 0.351484 1.049211
C 0.000736 0.01285 0.013195
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VAR Residual Serial Correlation LM Tests

Null Hypothesis: no serial correlation at lag order h

Sample: 1990 2020

Included observations: 29

Lags LM-Stat Prob
1 6.287769 0.7108
2 9.155155 0.4231
3 6.646299 0.6739
4 2.650397 0.9766
5 14.56257 0.1037

Eviews9 galiy cilayses e slexe¥l o> ldl slae] (0 1 yiall

aie 0,05 (40 ST Lgwumll Chi-sq daiat lall Jleas o) 8Jgazdl by il pue Lo =
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Heteroskedasticity wilz=d! aue jlas | :8Jsuzl!

VAR Residual Heteroskedasticity Tests: No Cross Terms (only levels and squares)
Sample : 1990 2020

Included observations : 28

Joint test:

Chi-sq df Prob.
72.68705 72 0.4552
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Response of DLUMP to Cholesky Response of DLUMP to Cholesky
One S.D. DLDVA Innovation One S.D. DLFVA Innovation
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