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Abstract

This study aims to investigate the existence of a non-linear relationship
between economic growth and inflation in a group of North African
countries (Egypt, Tunisia, Algeria and Morocco), in addition to estimating
the inflation threshold in these economies, which are very similar in their
productive structures, and sufficient and related data are available for them.
The study used panel data for the period 1970-2021, obtained from the
World Bank database published on the Internet. Methodologically, a
discrete threshold estimation method was used, which estimates this
threshold using the fixed-effects method. The results showed that a non-
linear relationship could be captured between economic growth and
inflation in these countries combined, and it was found that there is only one
threshold for inflation. The inflation-growth threshold was estimated at
14.153%. As the relationship between inflation and growth will be positive
if inflation is below the threshold and inverse if inflation is above the
threshold. The study recommends that economic policy makers in these
countries follow monetary and fiscal policies that lead to the inflation rates
not moving away from the estimated threshold.
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HO H1 F-stat decision
value

No threshold (K=0) K=1 42.260 0.017 Reject HO

At most one threshold (K=1) K=2 10.090 0.527  Accept HO

At most tow thresholds (K=2) K=3 5810 0.950 Accept HO

hgypc @dll st e dagll

HO H1 F-stat decision
value

No threshold (K=0) K=1 42.260 0.010 Reject HO

At most one threshold (K=1) K=2 10.090 0.503  Accept HO

At most tow thresholds (K=2) K=3 5810 0.930 Accept HO
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Panel A

dependent variable hgype hgy

(lig‘zsl'lfg's}: estimates 4 539 14.1530

95 % confidence interval

Lower 13.8853 13.8853

Upper 14.1913 14.1913

Panel B

Impact of Inflation

before threshold 0.1300%** 0.1300%**
(0.0416) (0.0416)

After threshold -0.0703%* -0.0703%*
(0.0300) (0.0300)

Panel C

Variables hgyvpc hgy

hfdi 0.6668%%* 0.6668%**
(0.1546) (0.1546)

hexprt -0.0735%*%* -0.0735%**
(0.0270) (0.0270)

hgov 0.0671% 0.0671%
(0.0359) (0.0359)

hgpop -0.1316 0.8684%*
(0.3554) (0.3554)

hgcf -0.0053 -0.0053
(0.0254) (0.0254)

_cons 1.9934% 1.9934%
(1.1620) (1.1620)

Number of obs. 196 196

Number of groups 4 4

Obs. per group: min 49 49

F test that all u_i=0:

HO: The fixed effects are zero
sk Anglall ool

F(3, 187)=2.76

Prob = F = 0.0434

cpdlsall bl 1 jaaall
sAailald)

Aol B (golaiBY) gailly pdomill (s Bladll e AR sl dsie g0 Adlall dubyall gl
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By A BV zigal aslul e slaeYL Hansen (1999) sk o Al dasll) dse z3sa
05 Aag ) ol oda b pdcaill e f die A OIS 13 Led Jlsed) e AlaY) Auhll cdgla
Joaln) JSLa cildg Jaall Aagie colabatil Lgi o€ clalai@y) sl dawda L) cpas 3390 cdiall s2a
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