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Abstract : The central focus of this paper was to check whether the Okun’s law in Tunisia is valid or not. For this purpose, we
have used quarterly time series data during the period 1990Q1-2014Q1. Firstly, we applied the error correction model instead
of the difference version of Okun's Law, the Engle-Granger and Johansen test are employed to find out long run association
between unemployment, production, and how error correction mechanism (ECM) is used for short run dynamic. Secondly, we
used the gap version of Okun’s law where the estimation is done from three band pass filters which are mathematical tools
used  in  macro-economic  and  especially  in  business  cycles  theory.  The  finding  of  the  study  indicates  that  the  inverse
relationship between unemployment and output is verified in the short and long term, and the Okun's law holds for the
Tunisian economy,  but  with an Okun’s  coefficient  lower than required.  Therefore,  our empirical  results  have important
implications  for  structural  and  cyclical  policymakers  in  Tunisia  to  promote  economic  growth  in  a  context  of  lower
unemployment growth.
Keywords : Okun’s law, validity, unit root, cointegration, error correction model, bandpass filters
Conference Title : ICFE 2016 : International Conference on Finance and Economics
Conference Location : Paris, France
Conference Dates : February 22-23, 2016

World Academy of Science, Engineering and Technology
International Journal of Economics and Management Engineering

Vol:10, No:02, 2016

O
pe

n 
Sc

ie
nc

e 
In

de
x,

 E
co

no
m

ic
s 

an
d 

M
an

ag
em

en
t E

ng
in

ee
rin

g 
Vo

l:1
0,

 N
o:

02
, 2

01
6 

pu
bl

ic
at

io
ns

.w
as

et
.o

rg
/a

bs
tr

ac
ts

/4
27

65
.p

df

ISNI:0000000091950263International Scholarly and Scientific Research & Innovation 10(02) 2016 1

https://publications.waset.org/abstracts/42765.pdf

