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The purposes of this study were to: 1) analyze the long run equilibrium relationship and the
short run adjustment inflation rate and unemployment of Lao PDR period 1999 to 2022; and 2) test
the relationship between inflation rate and unemployment rate of Lao PDR period 1999 to 2022.

The study focused on 2 variables such as inflation rate and the unemployment, which were
secondary data over 24 years during 1999 to 2022. The econometric technique with Cointegration
and Error Correction Method was employed to investigate the long run equilibrium relationship
and short run adjustment, relationship test between the inflation rate and the unemployment. Also,
Granger Causality Method was applied to explore the causality between the inflation rate and
unemployment.

The study results are following: 1) For the unit root test of the inflation rate and
unemployment values by Augments Dickey Fuller Method, the stationary of these 2 sets of value
were at the first difference (I(1)). Concerning the long run relationship test, the result showed that
the inflation rate and the unemployment had in long run relationship. Regarding the short run
movement in case that the unemployment was independent variable and the inflation rate was
dependent variable, the short run adjustment took 94% within a year to get into equilibrium. 2)
Causality test showed one directional relation which mean the inflation rate was the cause of the
unemployment at statistical significance level of 0.05 . This finding only partially supports Phillips
curve theory.
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