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ABSTRACT

This study aims to analyze the relationship between the economic
growth rate and the inflation rate by using the VAR model and the Granger
causality test using time series data from 1996-2023. The results of the study
show that the economic growth rate of the previous year has the strongest effect
on the economic growth rate of the current year and has a positive effect with a
statistically significant period and a significance level of 0.01. The inflation rate
has a different effect. The inflation rate has a different effect. The inflation rate
in the previous year has a positive effect, while the inflation rate at lag 2 has a
negative effect with a statistical significance level of 0.01 and 0.05 respectively.
It is also found that the economic growth rate at lag 1 has the largest effect and
has a negative effect on the inflation rate in the current year with a significance
level of 0.01. While the inflation rate has a statistically significant impact on the
inflation rate in the current year at a different level, lag 2 is statistically
significant. The causality test has shown that the relationship between economic
growth and the inflation rate is bidirectional, i.e. the inflation rate has an impact
on economic growth and, conversely, economic growth also has an impact on the
inflation rate, with statistical significance levels of 0.05 and 0.01 respectively.
Based on the results, we suggest that the relevant parties must make serious and
urgent efforts to solve the problem of inflation in Lao PDR at an appropriate level
in order to create a good environment for the sustainable development of Lao
PDR.
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0 6 -159.67704 11.0769* 15.41
1 9 -154.73348 0.31633 1.1897 3.76
2 10 -154.13861 0.04473

oUIL0: * NMucasnaztugy (selected rank)

wgInU: nndmiztioslusunsy STATA



Aouzusnsvygy
Growth;_4
Growth,_,
Growth;_3

Inf, 4
Inf, ,
Inf, 3
Cons.

RZ
Prob

(0113 3. Mudingsu VAR

((UUIR9)

Growth;
0.7469236***
(4.06)
-0.0450695
(-0.22)
0.3267284
(1.80)
0.0240312***
(2.92)
-0.0230103**
(-2.09)
0.0113335
(2.27)
-0.4503339
(-0.41)

0.6811
0.0000

Inf,
0.8477942

(1.37)
-3.87765%**
(-5.61)
0.1933748
(0.32)
0.6472723%**
(23.31)
-0.3305584 %+
(-8.92)
0.1172204%**
(3.88)
23.52672%**
(6.28)

0.9720
0.0000

N = 25; Log likelihood = 93.1003; Det(Sigma,,;) = 5.884194
AIC = 8.568024; HQIC = 8.75734; SBIC =9.250594

DUILICN: *** ** *Qufunougidiunigge i 0.01, 0.05 waz 0.1, w1ty
1018 WS Ru ()" 66 z-statistics, «yITIUL: PNNMVSaIzioulusansy STATA

0101£R13 4 Bunudingsu Granger Causality

Equation Excluded chi2 df Prob > chi2
growth inf 8.5307 3 0.036
growth All 8.5307 3 0.036
inf growth 58.776 3 0.000
inf All 58.776 3 0.000
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