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Abstract:

The aim of this paper is to Describe the phenomenon of inflation in Algeria and determine
its properties and structure over time, through a review of some economic theories on inflation,
and knowledge of the most important macroeconomic variables that cause inflation, and
translate it into quantitative model reflects the interactions between the components, and can be
used in the process of future Prospective and evaluation of alternatives available to decision-
makers.

In this regard, the analysis was based in the applied side on quarterly time series of the
Algerian economy (1980-2010), using Cointegration Approach and Error Correction Model. .
The results presented in this paper indicate that national income, output gap, interest rate,
exchange rate and prices of imported foreign goods, public debt, wages, and unemployment are
the main determinants of inflation in Algeria in the long run. In contrast, It is evident that The
level of prices in the previous period, budget deficit, and money supply have no statistically
significant effect on inflation. In the short term, we find that inflation is affected by both: the
growth of national income, the growth of the money supply, exchange rate fluctuations,
fluctuations in interest rates, wage growth, price index of the previous period.

Keywords: inflation, Algeria, Cointegration test, Error Correction Model.
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11.042910 | -2.431540 | -1.942910 | 1.174031| Pt
11942677 | -2.350799 | -1.942677 | 1.428179| Y
1942677 | 5 091185 | -1.942677 | -0.338104 | M
1.942614 | -2.055785 | | ooc,n | 0272917 | GAP
11942634 | -2.436604 | -1.942634 | 0.229660 | ©
-1.943796 | -2.430085 | -1.943796 | 0.966545 | |
11942624 | -6.213001 | -1.942624 | -1.480481 | PEF
11.042924 | -2.753369 | -1.942924 | -0.454608 |
11942564 | -3.709716 | -1.942564 | -0.730555 | PECT
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Hypothesize

d Trace 0.05

No. of CE(s) Eigenvalue Statistic Critical ValueProb.**
None * 0.957144  1750.086  334.9837  1.0000
Atmost1l* 0.914152  1397.295 285.1425  0.0000
Atmost2* 0.865931  1122.315 239.2354  0.0001
Atmost3* 0.829571  897.2621  197.3709  0.0001
Atmost4* 0.779615 699.0853  159.5297  0.0000
Atmost5* 0.725642  529.6988  125.6154  0.0001
Atmost6* 0.586927  384.8470 95.75366  0.0001
Atmost7* 0.571239  285.8245 69.81889  0.0001
Atmost8* 0.512547  190.9767 47.85613  0.0000
Atmost9* 0.407078  110.4979  29.79707  0.0000
Atmost 10 * 0.371051  51.95626  15.49471  0.0000
Atmost11 0.000190 0.021229  3.841466  0.8841

Trace test indicates 11 cointegrating eqn(s) at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
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Coefficien
Variable t Std. Error t-Statistic Prob.
C 2.727922 0.946270 2.882814 *0.0048
P 0.008280 0.007914 1.046250 0.2978
Y 0.816179 0.133982 6.091727 *0.0000
M 0.047180 0.060862 0.775192 0.4400
GAP 0.179255 0.052505 3.414077 *0.0009
E 0.135648 0.021600 6.279851 *0.0000
per 0.262985 0.031828 8.262587 *0.0000
DEF 0.000809 0.000684 1.182441 0.2397
i 0.090903 0.026247 3.463304 *0.0008
DEBT 0.076403 0.011021 6.932504 *0.0000
W 0.477391 0.020761 22.99458 *0.0000
U -0.4183220.048575 -8.611897 *0.0000
Mean  dependent3.63886
R-squared 0.999151 var 8
Adjusted R- 0.95849
squared 0.999062  S.D. dependent var 7
S.E. of 4.12132
regression 0.029362  Akaike info criterion 7
Sum squared 3.83802
resid 0.090522  Schwarz criterion 8
Hannan-Quinn 4.00631
Log likelihood 253.0977 criter. 1
0.29776
F-statistic 11228.22  Durbin-Watson stat 8

Prob(F-statistic) 0.000000

significant at 1%, ** significant at 5%, significant at 10%
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t-Statistic  Prob.*

Augmented Dickey-Fuller test statistic  -4.058750 0.0001

Test critical

values: 1% level -2.586350
5% level -1.943796
10% level -1.614784

*MacKinnon (1996) one-sided p-values.
Tslas Yl @&Aﬂ C:}C BRYy 3-5
ool e S BMe L a5 ) B 1 bl B BV s LS codlel el IS e
I Bl 3 gl s drli odin Ll (3 Lollan V1 pemead) 5 oy Lt IS

AP =a+fe +) 5 M+ $AX; +y AP+ (6)

e el glar oldl (ol ol N ag b sl Al oda i 5 il ol X e &
AU gk sy L

(W i g2 DPy) b ooenss 3 68 s it (5) J g

Coefficien
Variable t Std. Error t-Statistic Prob.
C 0.001105 0.002419 0.456975 0.6488
ECT -0. 64816 0.018680 -3.469823 *0.0008
DPi1 0.001086 0.001315 0.825587 0.4112
DY 0.377685 0.175691 2.149711 **0.0342
DM 0.138789 0.057332 2.420788 **0.0175
DGAP 0.099504 0.624603 0.159307 0.8738
DE 0.058318 0.020930 2.786298 *0.0065
Dpex 0.020654 0.032620 0.633172 0.5282
DDEF 0.000150 0.000209 0.715073 0.4764
Di 0.058746 0.017623 3.333515 *0.0012
DDEBT 0.017386 0.012104 1.436362 0.1543
***(0.054
DW 0.056930 0.029209 1.949091 4
DU 0.027399 0.040290 0.680038 0.4982
DPw 1 0.937811 0.027919 33.59015 *0.0000
DY 1 0.227903 0.176602 1.290489 0.2002
DM 1 0.133557 0.057719 2.313926 **0.0229
DGAP_1 0.108936 0.620797 0.175477 0.8611
DE 1 0.026280 0.023133 1.136054 0.2589

Dpex_1 0.030022 0.029471 1.018715 0.3110
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DDEF_1 8.03E-05 8.27E-05 0.971951 0.3337
Di_1 -0.0506690.018168 -2.788878 *0.0064
DDEBT_1 0.015056 0.012662 1.189077 0.2375
DW_1 0.059409 0.027062 2.195310 **0.0307
DU 1 -0.0115400.037825 -0.305094 0.7610
Mean  dependent0.02361

R-squared 0.987366 var 6
Adjusted R- 0.02008

squared 0.984173 S.D. dependent var 9
8.93997

S.E. of regression 0.002527  Akaike info criterion 8

8.36712
Sum squared resid0.000581  Schwarz criterion 2

Hannan-Quinn 8.70745

Log likelihood 538.0487 criter. 8
1.47488
F-statistic 309.2076 Durbin-Watson stat 0

Prob(F-statistic) 0.000000

*significant at 1%, ** significant at 5%, *** significant at 10%

G5 83 Jo Jh bosay (0098 il 5 sl Lol 203 0L man ool Skl DY
ORI FSNUCH PPE Uy CH PPEY I ROV PR STV RUNEIE A JCH S o S v o
A o~ ¥ DUrbin-Watson zsta| of L™ jlew (s s2e @ U 0 %098.73 5 52 L U
ol o Lo 13 BLI | 3 g
Gginn sl ECT ladl st do edas O el (ECM slan V1 emenad 73 56) sl sl (3 U
G iy B el (6 st gl OF e Jus (-0, 64816) wln 5,Lsf s 5 %01 VA (6 s e
gAY P N U B T 5 e W e W s e L PN W RUPNERNE
Gl & Sl Y1 (S s 0515 Wt e 648 o s e s 58 ST 3 o Wl JsE8 o
S 6 gn 58 Jdan Bades OF (Ll Bzl 0din (g LS L el il S 003 ey Lo s 5 ¢ o sl
o Sl (st O (o W g 35LaL s DL VA (st e gt SIS BTy o sl
PR SR PRV S CY POV POV PR PR S e [ WS A U S 1 QP AP L SRV
Sl pige el g B OV DU (B pall e DL S 2 i (sb ) Wl g
ALt 8 dl)



- 497 - 2016 -1980 A\l & @Suoill Shoxsdh damhd dwb

iidad) ikl b2 4-5
iU o Bl 2l oild) die iy die 8 6 &l U4 6 5 slasY) anb (3 LG Lo 13|

G b Gy ol @ At SbL s e 108 SO JSUE m s OF ST cadladl 5 153

Aol a5l S 2l (1) sl i ) By W) olelel) sl goadl ol > G sl

S ekl P ey cadey iesnadl SLEYI 3 o) S W o & aakl G bl e Sl

cm Uy ) sl e A (3 Rt bsrall 35S0 Ol ol ails LiSls cidded) il

Lo 05 A=l slall L

U olaledl ) Lelal s @l (Lardgd 3 5580 o e o) Baad) gl 3 206 5y -
S oY) G o ol B eall B A 3 e Lt (S BLSYL Ret cn
Jesodll Ble] iy gyl 8l OB b e Jaall g s pand) Ol sl U sl U 5 1¢ws oy
Ui sy abldl e el Sl L sE (3 0By 2 olble clenzal Ul | g Sl s
Y (G Y T () RV (R e AR R P P PN N e
2000-1988 5 2l o 31 alsS” oo a5 (JU Jomn Jab SBeY) 5 oS gl o pibpisnd
Bparead) bl e o8 MU 4l e may s L[242 5 ((2006) wn lgza] (90517 a
3,55 334) Aladh oVawe (2 3 glY) YW O &T Y] aslas¥) olold) sda e ey ol
(L e ISl o 2o 8l AL

BlzaY 3 il B I o (Lt 3 bl ) 58) S G Sl S el -
@ a1 58 cdle e 3 el BLI6 Lokl SWY) 5 el ol e s
O LS a5zl e Al sls ) QWb 5 odbelal) o e Ll Sl el S e sLasYl
R RPN IR PR RO RN PN RO SN IR RS W R PRCHRIEN [ RN RS PIS|
adliall Jo Juy L aaldl ozl 3 oSzl ol s bl ) L;&J\ By b S g ) s
deadd 8 oda s Wlals sl oull e W L adl) () (3 sl 5O dpid) ollaled) ad
rel) W e U] ezt Sladal)

Q) sl e Y s gl b ot (L3 s @ 2 BY) 8 md) aled) e ) o el (3 55 -
1.5 o c2id) I Y ol g arls] Cans L) S5 o oy LAl 8 g a )l SbLadl 3

ke 100 L ¥ g5 ke B.87 st e 5l jlus ke 54188 ) s 2lis) 55 sboze (5150 (3 0515 Ol y el s gad) in S faiara ©

2013 oSl AW 0556 ¢ gt e o BBV sl (oS e gy ) 31500 3 )l S 4185 o e 3 Sl

e N il 12750 s il 100 tse Y55 5 7 oo 5T 5l s Ll BAL8 w36 2y oy 8 Il s sl ] 0 S bt el 35 2
eSS 056 ¢ 50 > V33 e 561 dober Lo o sogmd) 25150 o s SUke AALL8 5 5 pmn 5315 o ) o) AT a5 ) gl B e
.2013

G W e adl 10 Jolw b 5252012 1) 1999 5 248 3 ¥ 9 e 156 Jol L 25 )Ll 11300 ik 5141 (3 elor V) oM ol 2038 8

sS AL r BUL 26 oS el et WS gl bl 2310wy or Ty )



- 498 - 2016 -1980 A\l & @Suoill Shoxsdh damhd dwb

e ol JlanzaV) ods 2 5Y) Cins 3 5155 .99-95 5 2 I 4= L 1) 69-67 5 i Iy
.91-88 s 2l I3 Y0O7 sums | ot 55 ) ULl

G IS 83k (3 AL oliall oal G e e VN RISS ¢ W) e 3 A By IS B 85l -
Se by L %090 5 %41 cn L g Gl ZY GISS @ e aksT 2Rl Js
(ot Jlas ;W1 5l of Jlaal) 2] 3 50 31) Wolasdl 3 e oSG 4550 3 B0l 0L adasdle
@ S G bl s ) ol L sl cadll plasl (o a Rl milgl oSS U
(2006) tor clgza] hendl 2 [2iE 5 Bl bl LD oo 53 szl 2531 511 LSS
AU Ol BT e b A (3 i e S0 N Y s 2T A 0 L[240 -
DA Sl e W) Sy

Solall gl IS 28 o Lt S U] 35 4 bl o) jslae 587 e 50 sy

Lot 0SS ) de U

o 3 e sl henl) LSl amy (b a6 3 83 sed) a1 aldl jlenl) 5, ) el -
pde 5 Al ¢ LY 1) ool ) il g L NI OF 3] LealasVl - sl B s g A R )
Y L das b 3 asls (bl slaidl ) seadl (&) dage 38 O (2 4S5
bt oda il 2 IS g0 55 pde e AL (SO

W ol 1988 sle die amgull dosl) aad 2id Skl x) O) ldes)) dad 2dd 5 Ooall e -
15l Bl 5 ) e Jals CdEl G By ) bl jland e 2,8 5 558 SluSa)
Yy IS e by g Gl s el

-

ST
e e sy adllax WSy JEL eadl S Al Lo 5 Gl B, ods JY e Wl

et ) IS Zslas) ol il (.JJ Bme g el Al BaladV) ol bl jae del s O
Sl ddes 3 anlsanl (Say WU S p Dl WS oS 38 UL Ly ¢ el
ol e ool U a ol dizal oodall Vs 3y L g el 2l B By e
(Cointegration sl s LS mgse Jlaxiol ¢ 3} ((2010-1980) (s 14 sbasd ilas UL,
%, 1ia . (Error Correction Model (ECM) cloxW mmad #3456 a5 5, Approach)
By ane a5 5 el o bl Ol e Ob sl ol ) 3Lk b e skl o aud
b ool 5080 Sldal) 4 gme L) LT 2K 80 ooiad) o e La5 5 o) W) climaly (s b
pdl Sl 5 Gl e G Jias (Y1 5 smb b Il el el L S o elas B g J 53

e L) 5l el e IS Bigee 2b) ¢ o Al Y Gl i) sy ) 2




- 499 - 2016 -1980 A\l & @Suoill Shoxsdh damhd dwb

) 2o b I ) 58 e S Sl oad) 0L ot el el 3 WELSE 2 ey 51
AL 8l el L5 5e e V) 6 G OV U (O3l ae LSS

Sl ol wad F U e ly bl s (3 L] ol @ ) Bl Rl e e ) ey
ool Alad) apolaBV) b o) CLET OF 4] 5,LaY) n Y A (3 el (5 preen (3550 ApaliassY)
3L 5 dom 25 g Al Balaily Ao G sl Lguly 5 gty edize Slsliadl o Lghodas & Ly poead)
) 5 ped) (3 W]y Ol 3 om0l 5 Fwlndl Ol il ot Sdes il o 05 680 2L
o) U S (3 gty ) Gl 30 28l i) J gl (3 eoead) olaas dul s e

ezl Jiae (3 WSl ) Jpl 2k 3 JUH sa ST U a5 )l bl e el
Aa S O by L e3laVl pedl e AF Yy BsLas¥l ol JU s Y ol A a5 gadl e 0 e
e ol g3 e e Rasezd) bogriall ALl 0N e doll dpuadl g AU colalldl B aUas
Al 5 88Ty i oY) (3 WSl b frdi g S Bl e W) planl -
B g pal) o) (5 nedl S polis (3 Solly A1 Sl s 26 Jonis
.MUJ»JJ\}JMCM&JUY\.C.Z\Jﬁm!\jc"jmhgp -
Dl O o an el 3 ol -
Wy e Gy 8l el =
Al bl @ U1 Sl Bl e r bl 2l e 3 b ) Y S e b ) -

33 gl ol e i

ol ) jhaaST J g ad e SIS slexs Yl pae y 2l 3las m g5 =
Sdkeaall axr! )
i Ay /1
5 BalasV) o dall ST i le Al ¢ €= Bnld Al s = A 3 (60 S ol Dl 0L -
Olnels relor 3 )l 2 glall g )
AL s 5 3 suad) ) aa W)y L) e s "1(2012) sk skl de g des 0L e -
199-185 5 5 .02 ot — 3 5 i) ol sl lsf 8l el
DAl sl g Ol st J s 3 el wlsaz "(2010) g st e o O, o e =
B7-9 o o Louadt 3 st i oY) el o gl A sl s ") 22l LS gl
Uz "2009-1999 541 3 evadl obsas y paadl e d'(2013) ) dems 5 o) e -
198-179 o o . LV suall 15 S dnals = JlosW 3151 5 2l U olslazy)

ot phsnly Bl S il 3 153 ped) 4l 3L 3 o) pslas "1(2011) 14 B A oy des -
153-133 - o .0Lsaall 27 — alsbi— 5 5l 5 5LasVl o slall sdias sl dlst "5 sudl o) Lot



- 500 - 2016 -1980 A\l & @Suoill Shoxsdh damhd dwb

sLas¥l (3 eozd) e Ooall ey 5wl pe £U"1(2010) sl Olias, 525 des sses -
193-158 - - . 60 saadl (16 i 3 5Y1 5 23las¥l o slall sy Gasls 2t

2007 dlesc asllall 5 il O a5 s auidl &) 5 O jlall 55 5l 1 il ()5 dast Wb -
Baad y 2adl ol T ol & el LS JE LS mgne plasnat"i(2011) 55 55u2 Dis -
189 -179 o o .7 sasll 4 w3 sy 5 aslasV o all Y Baals ale ") 3

G sakl 1S el Al M (3 eead) 5 el Bl s Bpslas! dul s "1(2006) dae lge -
Al g dmelr @l p el

Y Oy /2

- Abdoulaye Zonon (2003) : « Les déterminants de I’inflation au Burkina Faso ».
Document de travail N° 02/2003. Centre d’Analyse des Politiques Economiques
et Sociales (CAPES). Université de ouaga. Burkina Faso.

- Creel J., Sterdyniak H., 2001, « La théorie budgétaire du niveau des prix, un
bilan critique », Revue d'Economie Politique, vol. 111, n° 6, Novembre-
Décembre, 909-9309.

- Engle, R.F., and Granger, C.W.J., (1987): " Cointegration and Error Correction:
Representation, Estimation and Testing", Econometrica, VVol.55, pp251-276.

- Florence Jaumotte and Hanan Morsy (2012) : « Determinants of Inflation in the
Euro Area: The Role of Labor and Product Market Institutions ». IMF Working
Paper N° 12/37.

- Granger, CW.J., and Newbold, P., (1974): "Spurious Regression in
Econometrics”, Journal of Econometrics, Vol.26, pp1045-1066.

- Granger, C.W.J (1981):" Some Properties in Time Series Data and Their Use in
Econometric Model Specification”, Journal of Econometrics, Vol.16, ppl21-
130.

- Johansen, S., (1988):" Statistical Analysis of Cointegration Vectors", Journal
of Economic Dynamics and Control, VVol.12, pp 231-254.

- Kandil, M. and Morsy, H. (2009). « Determinants of inflation in GCC”, IMF
Working Paper N° 09/82.

- Malin A, K. Masuch and M. Schiffbauer (2009) : « determinants of inflation
and Price level differentials across the euro area countries ». working paper
series no 1129. European Central Bank. Frankfurt.

- Mohamed A. Ramady (2009) : « External And Internal Determinants Of
Inflation: A Case Study Of Saudi Arabia ». Middle East Journal of Economics
and Finance. Vol. 2, No. 1-2, pp 25-38.

- Odusanya and Atanda Akinwaande (2010) : « Analysis Of Inflation And Its
Diterminants In Nigeria ». Pakistan Journal Of Social Sciences. Vol 7. N 2. pp
97-100.



