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Measuring the impact of the inflation rate on the unemployment rate in
Algeria for the period (1990-2021)
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i Abstract:
i Through this study, we wanted to know how the rate of inflation affected unemployment in Algeria '
during the period(1990-2021), using one of the most important standard models currently used, and the :
ARDL model, because inflation according to economists affects the unemployment rate inversely. If the
i country’s economy corresponds to the relationship of Philips, and it also directly affects it if the economy '
suffers from the phenomenon of stagflation.
Where the study reached to prove the appropriateness of the ARDL model for this relationship, to
pass all the tests indicating its acceptance, and this study also approved the extrinsic relationship between
i the two phenomena, and this is for the positive sign of the parameter estimated for the inflation rate '
i (0.9734), i.e. an increase in inflation by 1% leads to a rise The unemployment rate is 0.9734%, and '
accordingly Algeria suffers from stagflation, and its economy contradicts Phillips' relationship.
i Keywords: Unemployment, Inflation; Stagflation; ARDL Methodology.
i Jel Classification Codes : C30 *E24 fE31
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Null Hypothesis: CHOM has a unit root
Exogenous: Constant, Linear Trend
Bandwidth: 3 (Newey-West automatic) using Bartlett kernel

Adj. t-Stat Prob.*

Phillips-Perron test statistic -2.168820 0.4893
Test critical values: 1% level -4.284580
5% level -3.562882
10% level -3.215267
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Null Hypothesis: INF has a unit root
Exogenous: Constant, Linear Trend
Bandwidth: 2 (Newey-West automatic) using Bartlett kernel

Adj. t-Stat Prob.*

Phillips-Perron test statistic -1.814696 0.6732
Test critical values: 1% level -4.284580
5% level -3.562882
10% level -3.215267
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Null Hypothesis: D(CHOM) has a unit root
Exogenous: Constant, Linear Trend
Bandwidth: 1 (Newey-West automatic) using Bartlett kernel

Adj. t-Stat Prob.*

Phillips-Perron test statistic -3.757362 0.0336
Test critical values: 1% level -4.296729
5% level -3.568379
10% level -3.218382
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Null Hypothesis: D(INF) has a unit root
Exogenous: Constant, Linear Trend
Bandwidth: 4 (Newey-West automatic) using Bartlett kernel

Adj. t-Stat Prob.*

Phillips-Perron test statistic -5.904094 0.0002
Test critical values: 1% level -4.296729
5% level -3.568379
10% level -3.218382
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Method: ARDL

Fixed regressors: C

Dependent Variable: CHOM

Date: 08/19/22 Time: 13:01
Sample (adjusted): 1994 2021
Included observations: 28 after adjustments
Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automatic): INF

Number of models evalulated: 20
Selected Model: ARDL(3, 4)

Variable Coefficient  Std. Error t-Statistic Prob.*
CHOM(-1) 0.648583 0.199825 3.245763 0.0043
CHOM(-2) 0.487098 0.269280 1.808893 0.0863
CHOM(-3) -0.334115  0.154293 -2.165457 0.0433

INF 0.263046 0.086038 3.057338 0.0065
INF(-1) -0.237629  0.095334 -2.492582 0.0221
INF(-2) -0.141448 0.081922 -1.726626 0.1005
INF(-3) 0.073827 0.092979 0.794013 0.4370
INF(-4) 0.235363 0.082045 2.868693 0.0098

C 1.355950 0.742034 1.827343 0.0834
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 2.856011 Prob. F(2,17) 0.0852
Obs*R-squared 7.041936 Prob. Chi-Square(2) 0.0296
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Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 0.507055 Prob. F(8,19) 0.8362
Obs*R-squared 4.926190 Prob. Chi-Square(8) 0.7654
Scaled explained SS 2.180390 Prob. Chi-Square(8) 0.9750
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Variable Coefficient  Std. Error t-Statistic Prob.
INF 0.973414 0.269588 3.610745 0.0019
C 6.833245 2.738005 2.495702 0.0219

EC = CHOM - (0.9734*INF + 6.8332 )

F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. 1(0) 1(1)
Asymptotic:
n=1000
F-statistic 7.214551 10% 3.02 3.51
K 1 5% 3.62 4.16
2.5% 4.18 4.79
1% 4.94 5.58
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IARDL Error Correction Regression
Dependent Variable: D(CHOM)

Selected Model: ARDL(3, 4)

Case 2: Restricted Constant and No Trend
Date: 08/19/22 Time: 16:25

Sample: 1990 2021

Included observations: 28

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient  Std. Error t-Statistic Prob.
D(CHOM(-1)) -0.152983  0.159743 -0.957682 0.3503
D(CHOM(-2)) 0.334115 0.138197 2.417670 0.0258
D(INF) 0.263046 0.070249 3.744468 0.0014
D(INF(-1)) -0.167741  0.064661 -2.594164 0.0178
D(INF(-2)) -0.309189  0.060390 -5.119851 0.0001
D(INF(-3)) -0.235363 0.075256 -3.127488 0.0055
CointEq(-1)* -0.198434  0.040571 -4.891005 0.0001
R-squared 0.688332 Mean dependent var -0.483071
)Adjusted R-squared 0.599285 S.D. dependent var 2.128288
S.E. of regression 1.347251 Akaike info criterion 3.646327
Sum squared resid 38.11679 Schwarz criterion 3.979378
Log likelihood -44.04858 Hannan-Quinn criter. 3.748144
Durbin-Watson stat 2.296034

Case 2: Restricted Constant and No Trend

\Variable Coefficient  Std. Error t-Statistic Prob.
INF 0.973414 0.269588 3.610745 0.0019
C 6.833245 2.738005 2.495702 0.0219

EC = CHOM - (0.9734*INF + 6.8332 )
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