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Abstract:

The study aimed to examine the relationship the relationship between oil prices and
economic growth rate in Algeria during the period (1970-2016). To determine whether the time
series of the variables are stable or not, the use of unit root tests is required, and the rank of each
variable is determined separately. It was found that the variables were first-class integrators, and in
light of this, the Co-Integration test was used to verify a long-term relationship between them.
Statistical analysis shows that there is a balanced relationship between oil prices and economic
growth in Algeria, so they are not far from each other in the long term, in addition to a very strong
correlation between them, reaching about 94%. Therefore, any sharp shock in oil prices will be
reflected significantly and automatically on the economic growth rate in Algeria. The strength of
the relationship between the two variables is due to the nature of the national economy, which relies
heavily on the hydrocarbons sector as a major source of national income and foreign exchange, and
the non-diversification of economic activity and the structure of exports. Therefore, the study
recommended that the state should undertake large-scale structural reforms to diversify the
economy and strengthen the role of the private sector. Improve the business environment, and work
on a long-term strategy to reshape the country's growth model, as it is the right way out of the crisis
that is ravaging the national economy.

Keywords: Oil prices, economic growth rate, Algerian economy, co-integration.
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