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Abstract

In the macroeconomic framework there is a well-known relationship
called Okun’s Law, which states that the negative relationship between
movements of unemployment rate and real GDP can be determined .This
paper provides an important and useful framework for developing
various models to investigate the output-unemployment relationship. The
objective of this paper is to examine whether an Okun type relationship
between output and unemployment is present in the Algerian economy.
We are keen to find the level of GDP growth rate needed to achieve full
employment. Hence, from this analysis we will be able to determine the
causal relationship between output and unemployment. First, we will
discuss unemployment trends in Algeria (1980-2011), followed by a
review of literature and the theoretical framework related to Okun’s law.
In the last section, identify and diagnose the most important types of
unemployment suffered by the Algerian economy. Finally we will
discuss our results and its implications for the Algerian labour market.
Approach: Using annual data covering the period 1980-2011, time series
techniques are used to test the relation between unemployment and
economic growth and to obtain estimates for Okun’s coefficient. Namely,
we used in the study cointegration test using the bound testing approach.

Keywords: Okun’s Law, HP filter, GDP Growth, Unemployment
Rate, bound testing approach of co integration.
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(1) Mdu Biyase and Lumengo Bonga-Bonga,(2007), “South Africa's Growth
Paradox,” DEGIT Conference Papers c012 043, DEGIT, Dynamics, Economic
Growth, and International Trade, 9 13.
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(3) Imad A. Moosa, economic growth and unemployment in Arab countries: Is Okun’s
law valid? International conference on “the unemployment crisis in the arab
countries”, 17-18 march 2008, cairo- Egypt, pp 9.
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(1) Hamad a. Al-Ghannam, the relation between economic growth and employment in
Saudi private firms, Saudi Economic Association, economic studies, volume 5, 9.
King Saud University, 2003
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(2) Fuad M. Kreishan (2011), Economic Growth and Unemployment: An Empirical
Analysis, Journal of Social Sciences 7 (2): 228-231, TURKEY.

YOOr (1) YV alaal) (dSludd) aglall) Glad Zladll dadla Alxa



1¥.4 s (silan

_C'_I\.u\).ﬂ\ oA 65

‘Biyase and Bonga-Bonga'") caua (1< 38l o€ 5 o i 4 jall Al ()
Y =Y = —BU, -U" +e, b lSiomil zasid¥ il -

AY, = B+ B AU, + e, Gl gisa sb Sl Rl Ll -

Osle) iaall Jaa¥) Jadl) il clily of aad @l A Gl jaie Gady Led
World Development Indicators and ) sl ¢lid) 3xcl e 33ale (Ll
LﬁALAE\J\ oalaall iy (e ESFL L Bl st JA Al Y 3ea Lal (EconStats
: (ONS) ibas I b5l o) 502l 1355 (CNES) sl (2 elain¥

OV il aall gl e Al o 085 (Ka Jainall ey Jsall i) Ll
O Laliai) gl 4y geaal | ki g Jaiaall i) (edd dlude (le g ) (KA
o) ing A Slaan¥) el o dlaie V) ) ladi oz lY) s sl lasiud D
(HP) 58 s &aga mdige e slaie ¥ A el Al Jlall olai¥) e
a5 gad 5 Jalaall gilil) (b dsaga

ool a3t bl ga s ) Akl bl jall s alaBY) GlaY) alies
¢(HP) Filter < sSu 05 &l 50 98 i ya callul) 038 0 (e g geilill 5 s 5 Jainnall il
Sl (A syl asie zigai ld Linear Trend (hall elai¥)
cllad a0l )AL=V (Cobb_Dauglas) gy alls cisbl 5 «(SVAR)
(Exponential ~ ~Y¥) oi¥ls (Linear Trend) (=i esll) hall olaiV
Trend)

Fll 3ead pail Aade ) ST Loy Al Glud of e a2 ) e
Sle Adiad g Ll Y) «(Willman 2002, Haroutunian 2003, Billmeier 2004)
Al elaiV) il i o) Y (HP) Filter < sSas s & o g8 midi ya i Alany) casluY)
JS aa Bl Al @l g Agipdaill il 3 8 Lalle alaainl) L s Juadl 13
HP an diad o G all 5 28 MK SLaBY) (8 ddidad @Sy 5 el )8

(1) Mdu Biyase and Lumengo Bonga-Bonga,(2007), op cité p 15-16.
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(1) Heba Shahin, Estimating potential and output gap for Egypt using several
Approaches, Central Bank of Egypt, economic Reviews, 2009/2010.
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(1) Dmodr N. Gujarti, (2003), Basic Econometrics, Mc Grw-Hell/Irwin, 4 th Edition,
New Yroks, P191-194.
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