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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.

Key words:

Inflation; Threshold Effects; Economic Growth; North African
Economies; Fixed Effects Models.
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HO HI F-stat p- decision
value

No threshold (K=0) K=1 42260 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 5.810 0.950  Accept HO

hgypc @ull st e dagll

HO Hli F-stat p- 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 5.810 0.930 Accept HO
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plail) ddie padi gl i(Y) Jeaad)
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

oalgall lilia 1 jdaal)

sdailal)

Aol b (galaiBY) gailly adomill (o ladll e A L adicail] dsie p0 dlall duball ks

Alasialy @llyg Y ovVY AV gl DA cprally Shally Guigis yan ooy Ll Jled clabiad)
By Al BV ziset gl e alaeYl Hansen (1999) sk ) &bl daglll diie z3sa
g Ay oL a3 skl e ol ddie A IS 1Y) Lad ) e DlaY) Al clla
Loaly) JSLa cldg Jaall Aagie colabat) LgisS clalai@y) sl daula L) cpas 3390 cdoall s2a

TANMIYAT AL-RAFIDAIN (P-ISSN: 1609-591X; E-ISSN: 2664-276X) (v 91,J| duowi

Yl

pp. (294-278) .uo Sep Y+YY Jgbi (No. (1YQ) g Vol (E£Y) 2w



L 81 Jlowis J9> 5\ S3LoidV goill b paidl dic il

S,9> Wl guanll

paidial admill Slla b adadl) a0 A 8 duhal) ciag el e sdle L € as ) dgline
) @ s Jane o Gl (o degendll o2 b (Laal (o ) ity pailly (Agadl (e )
(srall Jlaa¥) Aol il e 3l Gapeal sal Janas ksl Jlea)

iz phaials g duy Joal) i) iy 5aclE e ldle Jpemn) 5 lily e slae¥ Uy
Wang sl S 2uhall z3sa Laldll STATA galin sl Ao alae¥ly agup—cliyig
Ao /Y £ 0Y L Agall sda g laaa) (o Ladh sanlg A s o cain ey  ((2015)
iy dniiie ¥ aee ofy (salaBY) pailly adaill G AR duhad ¥ Laa i lgale Llias 1 ikl
Sy atmill (e Andipe i ama Of G B 70T 038 A3gpe Jaleay (3LaBY) galll e Asiel (e
g0 A ) gag Sea Y lany Y Aigye Jelaay ly seill Ve e Jaral)l ) o0 ddall e
OSar (s Al 03a e U (ginnn (A pdmil) g e Jailas dosbail Gl 35 8y pa e
b iy (slaBY) saill G agdaall sl Gaiss Llgal)

Adiad) dlaghidl) sda ity Gla Las lladll 3 it aag Y 4 Gllgall lay sptlaal) qylias

References
Ajidi, Kazeem & others. (2012). Inflation Thresholds & Economic Growth: Evidence

from Nigeria. Asian Economic and Financial Review, 2(7), 876-901 .
Al-Jwejatee, Aws FA. (2011). Inflation Uncertainty and the Monetary Policy.
TANMIAT AL-RAFIDAIN, 33(103), 115-129 .

Aydin, Cielil and others. (2016). Inflation & Economic Growth: A Dynamic Panel
Threshold Analysis for Turkish Republics in Transition Process. Social &

Behavioral sciences (219), 196-206 .

Ayyoub, Muhammad and Julia Woerz. (2016). Long Run Inflation-Growth Nexus in
Developing Economies: Old Wine in a New Bottle. Journal of Business

And Economics, 8(2), 114-127 .
Bawa, Sani, & Abdullahi, Ismaila S. (2012). Threshold effect of inflation on economic
growth in Nigeria. CBN Journal of Applied Statistics, 3(1), 43-63 .

Bhusal, Tara Prasad and Sajana Silpaker. (2011). Growth and Inflation: Estimation of
Threshold Point for Nepal. Economic Journal of Development, 13(1).
Billi, Roberto, & Kahn, George. (2008). What is the optimal inflation rate? Economic

Review, 93(Q II), 5-28 .

Burdenkin, Richard C.K and others. (2000). When Does Inflation Hurt Economic
Growth?Different Nonlinearities for Different Economies (N0.2000-22).

Retrieved from Claremont :

TANMIYAT AL-RAFIDAIN (P-ISSN: 1609-591X; E-ISSN: 2664-276X) (v 91,J| duowi

var pp. (294-278) .uo Sep Y+YY Jgbi (No. (1YQ) g Vol (E£Y) 2w



L 81 Jlowis J9> 5\ S3LoidV goill b paidl dic il

S,9> Wl guanll

Dammak, Thouraya Boujelbene and Kamel Helali. (2017). Threshold Effects on the
Relationship Between Inflation Rate and Economic Growth in Tunisia.

International Economic Journal, 31(2), 310-325 .

Drukker, D., and others. (2005). Threshold Effects in the RElationship Between
inflation And Growth: A New Panel-Data Approach. Paper presented at
the 11th International Conference on Panel Data

Eggoh, Jude., & Khan, Muhammad. (2014). On the nonlinear relationship between

inflation and economic growth. Research in Economics, 68(2), 133-143 .

Ehigiamusoe, Kizito Uyi and others. (2019). Moderating Effect of Inflation on the
Finance Growth Nexus: Insights from West African Countries. Empire

Economics(57), 399-422 .
Fischer, Stanley. (1983). Inflation and growth. In: National Bureau of Economic
Research Cambridge, Mass., USA.

Friedman, Milton. (2005). The optimum quantity of money: Transaction Publishers.

Hansen, Bruce E. (1996). Inference when a nuisance parameter is not identified under
the null hypothesis. Econometrica: Journal of the Econometric Society,

413-430 .
Hansen, Bruce E. (1999). Threshold effects in non-dynamic panels: Estimation,
testing, and inference. Journal of econometrics, 93(2), 345-368 .

Hansen, Bruce. (1999). Threshold effects in non-dynamic panels: Estimation, testing,
and inference. Journal of econometrics, 93(2), 345-368.
doi:https://doi.org/10.1016/S0304-4076(99)00025-1

Ibarra, Raul and Danilo R. Trupkin. (2016). Reexamining the Relationship Between
Inflation and Growth: Do Institutions Matter in Developing Countries.

Economic Modelling(52), 332-351 .

Khan, Mohsin, & Ssnhadji, Abdelhak. (2001). Threshold Effects in the Relationship
between Inflation and Growth. IMF Staff papers, 48(1), 1-21.
doi:10.2307/4621658

Kheir ElDin, Hanaa and Hala Abou Ali. (2008). Inflation and Growth in Egypt: Is

There a Threshold Effect. Cairo: Egyption Center for Economic Studies.

Kiley, Michael T. (2000). Endogenous price stickiness and business cycle persistence.
Journal of Money, Credit and Banking, 28-53 .

Leshoro, Temitope L.A. (2012). Estimating the Inflation Threshold for South Africa:
Economic Research Southern Africa.

Lucas, Robert E. (1973). Some international evidence on output-inflation tradeoffs.
The American Economic Review, 63(3), 326-334 .

Makuria, A.G. (2013). The Relationship Between Inflation and Economic Growth in
Ethiopia. Pretoria: Univesity of South Africa.

TANMIYAT AL-RAFIDAIN (P-ISSN: 1609-591X; E-ISSN: 2664-276X) (v 91,J| duowi

vay pp. (294-278) .uo Sep Y+YY Jgbi (No. (1YQ) g Vol (E£Y) 2w



Ly 81 Jlouis Jgs o5\ S3LaidVI goill s\ peaill @i juil
S,9>Wlg guanll

Marbuha, A.G. (2010). The Inflation Growth Nexus: Testing for Optimal Inflation for
Ghana. Journal of Monetary and Economic Integration, 11(2).
Mosikari, Teboho Jeremiah and Joel Hinaunye Eita. (2018). Estimating Threshold

Level of Inflation in Swazialnd: Inflation and Growth. MPRA.

Mubarik, Yasir Ali. (2005). Inflation and Growth: An Estimated of the Threshold
Level of Inflation in Pakistan. Research Bulletin, 1(1).
Mundell, Robert A. (1965). Growth, stability, and inflationary finance. Journal of

political Economy, 73(2), 97-109 .

Ndoricimpa, Arcade. (2017). Threshold Effects of Inflation on Economic Growth in
Africa: Evidence from a Dynamic Panel Threshold Regression. AFDB

WP 249.

Paul, Satya, Kearney, Colm, & Chowdhury, Kabir. (1997). Inflation and economic
growth: a multi-country empirical analysis. Applied Economics, 29(10),

1387-1401 .
Romer, David. (2001). Advanced Macroeconomics (2nd edition ed.). New York:
McGraw-Hill Higher Education.

Rutayisire, Musoni J. (2015). Threshold effects in the relationship between inflation
and economic growth: Evidence from Rwanda: African Economic

Research consortium.

Seleteng, Monaheng, Bittencourt, Manoel, & Van Eyden, Renee. (2013). Non-
linearities in inflation—growth nexus in the SADC region: A panel smooth

transition regression approach. Economic Modelling, 30, 149-156 .
Sidrauski, Miguel. (1967). Inflation and economic growth. Journal of political
Economy, 75(6), 796-810 .

Stockman, Alan C. (1981). Effects of inflation on the pattern of international trade
(0898-2937). Retrieved from
Tobin, James. (1965). Money and economic growth. Econometrica: Journal of the

Econometric Society, 671-684 .

Tobin, James. (1972). Inflation and Unemployment. American Economic Review,
62(1), 1-18 .

Wang, Qunyong. (2015). Fixed-effect panel threshold model using Stata. The Stata
Journal, 15(1), 121-134 .

Yabu, Nicas and Nicholaus J. Kesy. (2015). Approperiate Threshold Level of Inflation
for Economic Growth: Evidence from the Three Founding EAC

Countries. Applied Economics and Finance, 2(3) .
Younus, Sayera. (2012). Estimating Growth Inflation Tradeoff Threhold in
Bangladesh: Bangladish Bank.

TANMIYAT AL-RAFIDAIN (P-ISSN: 1609-591X; E-ISSN: 2664-276X) (v 91,J| duowi

vas pp. (294-278) .uo Sep Y+YY Jgbi (No. (1YQ) g Vol (E£Y) 2w



