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Measuring the impact of monetary policy on unemployment rates in Algeria: an econometric
study using the autoregressive distributed lags (ARDL) model for the period 1995-2022
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Abstract :.

This study aims to determine the impact of monetary policy on unemployment rates in Algeria for
the period 1995-2022. This relationship was estimated between unemployment rates as a dependent
variable on the one hand and monetary policy variables (interest rate, inflation, money supply) on
the other hand as independent variables. The Eviews 10 software was used, and to achieve the
objectives of the study, a set of approaches and economic measurement tools were used, including
the unit root test and the cointegration test based on the autoregressive distributed lags (ARDL)
model.

The study found that there is an equilibrium relationship in the long run between monetary policy
variables and unemployment rates in Algeria. It also became clear that there is an inverse
relationship in the long run between the money supply and unemployment rates, and this is
consistent with the logic of economic theory. The results of the study also demonstrated in the short
term that there is a direct relationship between the interest rate and unemployment in Algeria.
Keywords: Monetary policy ; Unemployment ; Interest rate ; Inflation rate ; Money supply.
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Variable Coetticient Std. Error t-Statistic Prob
CH(-1) 1.204990 0.158842 7.586100 0.0000
CH(-2) -0.895837 0.275287 -3.254196 0.0040
CH(-3) 0.738296 0.316844 2.330155 0.0304
CH(-4) 0.036960 0.356132 0.103783 0.9184
CH(-5) -0.231725 0.230074 -1.007177 0.3259
[ -0.100407 0.038685 -2.595516 0.0173
I(-1) 0.125125 0.058820 2.127229 0.0460
[(-2) -0.119303 0.071150 -1.676773 0.1091
[(-3) 0.122775 0.069307 1.771460 0.0917
I(-4) -0.110726 0.058362 -1.897222 0.0723
[(-5) 0.119979 0.042534 2.820773 0.0106
INFE -0.090011 0.130198 -0.691339 0.4973
INF(-1) 0.123651 0.186015 0.664735 0.5138
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INF(-2) -0.281666 0.205634 -1.369739 0.1860
INF(-3) 0.319661 0.189918 1.683156 0.1079
INF(-4) -0.303734 0.179165 -1.695277 0.1055
INF(-5) 0.325629 0.170635 1.908333 0.0708
INF(-6) -0.202311 0.159807 -1.265967 0.2201
INF(-7) 0.157315 0.103801 1.515549 0.1453
M2 0.143389 0.073506 1.950715 0.0652
M2(-1) -0.168983 0.102906 -1.642110 0.1162
M2(-2) 0.133720 0.122852 1.088467 0.2893
M2(-3) -0.135621 0.123241 -1.100458 0.2842
M2(-4) 0.104620 0.108333 0.965729 0.3457
M2(-5) -0.120366 0.100938 -1.192469 0.2470
M2(-6) -0.117629 0.092251 -1.275097 0.2169
M2(-7) 0.133628 0.064533 2.070693 0.0515
C 2.694204 1.600185 1.683682 0.1078
R -squared 0.997738 Mean dependent var 14.93152
Adjusted R-squared 0.994684 S.D. dependent var 6.720803
S.E. of regression 0.490021 Akaike info criterion 1.702462
Sum squared resid 4.802419 Schwarz criterion 2.793996
Log likelihood -12.85910 Hannan-Quinn criter. 2.114955
F-statistic 326.7104 Durbin-Watson stat 1.932586
Prob(F-statistic) 0.000000
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Test Statistic Value K
F-statistic 5.782998 3
Critical Value Bounds
Significance [(0) Bound I(1) Bound
%10 2.37 3.2
5% 2.79 3.67
2.5% 3.15 4.08
1% 3.65 4.66
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Variable Coef Std.Error t-Statistic Prob R?
CointEq(-1)* -0.147316 0.025009 -5.890500 | 0.0000 | 0.875958
Joslall Y1 Sladre lyde

I 0.254160 0.282576 0.899440 0.3791

INF 0.329464 0.693448 0.475110 0.6399

M2 -0.184922 0.098667 -1.874204 0.0756

C 18.28865 8.145518 2.245240 0.0362
EC = CH - (0.2542*I + 0.3295*INF -0.1849*M2 + 18.2886)
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