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The effect of inflation on unemployment from the perspective of the Phillips curve A standard

study of a sample of developing countries during the period 1990-2018
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Abstract: This research paper aims to try to highlight and study the impact of unemployment on
inflation from the perspective of the Phillips curve for a sample of developing countries, and to test
the extent to which the traditional Phillips relationship matches the Algerian economic reality and
the rest of the developing economies during the period 1991-2018 and based on economic theories,
and economic measurement tools for Panel models Dynamics, time series stability tests to avoid
false alarm, co-integration test, and Panel ARDL model, and in order to achieve the study
objective, the Phillips curve equation was estimated using the inverted transformation formula.
This study, based on the data of the study variables, concluded that there is a long-term equilibrium
integrative relationship between inflation and unemployment during the period 1991-2018, which
is a direct relationship, as the increase in unemployment by one unit leads to an increase in
inflation by 2.303562, which is a relationship that is incompatible with economic theory, and
therefore the impossibility of Applying the Phillips curve to the economies of developing countries
during the study period, and this indicates that developing countries suffer from stagflation
throughout the study period.
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JPedroni's cointegration tests:
Mo. of Panel units: 20

Mo. of okhs.: 557

Data has bheen time-demeaned.

Regressors: 1
bwg ohs. per unit: 285

Te=st Stat=s. Panel SGroup
W 3.394 .

rho —4.469 —2.915

t -5.291 -6.172

adf —-4.648 —-4.811

L1l test statistics are distributed N(O0,1), under a nuall of no cointegration,
and diverge to negative infinity [(sawve for panel 1) .
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Short run Long run
Confections Variables Confections Variables
259.9637 d.unpl -2.303562 Unpl
(0.355) (0.031)
6.14726 Constant 537 Observation
(0.070)
— 5027885 Error Correction -.1546.02 Log Likelihood
(0.000)
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In-Pesaran-3hin unit-root test for inf
Im-Pesaran-Shin unit-root test for D.inf
Ho: All panels contain unit roots Nunber of panels = 20
- 26 ;g Ha: Some panels are stationary hvy., nuwber of periods = 27.85
. Panel-specific As tics: T,M -> Infinity AR parameter: Panel-specific hsymptotics: T,H -» Infinity
Included sequentially Panel means: Included sequentially
Not included Time trend:  Hot included
$: No lags included ADF regressions: Ho lags included
Fixed-N exact critical values
Statistic p-value 1% 5% 10%
-8.6394 (Mot available)
-3.8701 .
-13.9304 0.0000 t-har -5.5466 {Hot availahle}
t-tilde-har -2.8149
I-t-tilde-har -7.8730 0.0000
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In-Pesaran-Shin unit-root test for wnpl

Ho: ALl panels contain unit roots
Ha: 3ome panels are stationary

iR parameter: Panel-specific
Included
Not included

Panel meand:
Time trend:

WF regressions: No lags included

Mumber of panels = 20
Nuder of periods = 28

Asvwptotics: T.0 -» Infinity
sequentially

[n-Pesaran-Shin unit-root test for Dounpl

fo: ALL panels contain unit roots
[a: Some pauels are stationacy

LiR paraneter: Panel-specific
Included
Hot included

Fanel means:
Tine trend:

JiDF regressions: Ho lags included

Muwber of panels = 2
Muwber of periods = 7

Laymptotics: T -» Infinity
sequentially

Fixed-l exact critical values Fixed-N exact critical values

Statistie p-value 1% 5% 10 Statistic p-value 15 B 105
t-bar -1.4851 -1.990 -1.B50 -1.7680 t-bar -3.8573 -1.990 -1.850 -1.780
t-tilde-hac -1.3763 t-tilde-har -3.0082
I-t-tilde-har 0.31%4 0.6253 -t-tilde-har -9.0066 0.0000
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PMG gl i godt by &y b 385 Panel-ARDL 3¢ s ot (6) o3y 3ol Biadt JolS jlest il (5) o3y goull

il 1 i )
T edroni's contegrabion tests:
(Estimate results saved as pmg) 0 of Panel weits: 00 Repressors:
Panel Variable (i): cross Nurber of obs = saz |p0. of oba.: &1 ey obs, et unit: 28
Time Variable (t): date Nurber of groups = 20 Data lis hegn tine-Qenested,
Obs per group: min = 26
avyg = 26.9
max = 27
Log Likelihood = -1546.02 Test Stats, Pael  Growp
D.inf Coef. Std. Err. z Pz [95% Conf. Interval]
v 3 .
ec
unpl | -2.303562  1.06562 -2.16 0.031  -4.392139 -,2149848 tho | 4469 D915
- AL L R
ez | -.5027885 .0583676 -8.61 0.000  -.6171869 -.3883901 alf | -4.648 4,811
unpl
D1. 259.9637  280.8891 0.93  0.355 -290.5688 810.4961 11| | test statistics are disteibuted N(ﬂ,l], under & null of no cointeqratinn,
_cons 6.14726 3.389755  1.81 0.070  -.4965368  12.79106 Jjild diVer(e to negative infinity (save for panel v,
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* Lu Yang, Shigeyuki, Hamori, The Phillips Curve in the United States and Canada: A GARCHDCC Analysis,
Journal of Reviews on Global Economics,, 3, Japan, 2014.
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32 Leonardo Salazar,The Phillips curve and the role of monetary policy in Chile, Journal of Applied Economics,
VOL. 22, NO. 1, 1-22, 2019, University of Bio-Bio, Chile.
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