INTERNATIONAL JOURNAL OF RESEARCH IN BUSINESS AND SOCIAL SCIENCE 13(3) (2024) 294-302

Research in Business & Social Science
IJRBS VOL 13 NO 3 (2024) ISSN: 2147-4478

Business & Social Science Available online at www.ssbfnet.com
IJ RBS Journal homepage: https://www.sshfnet.com/ojs/index.php/ijrbs

Exploring the relationship between inflation and unemployment in
South Africa: A historical, theoretical, and empirical review

Chigozie Azunna @” 2 Lucius Botes ® = Crossref

@PhD, Development Studies Department, University of South Africa, South Africa
®Professor and Director: Research Development, Faculty of Economic and Management Sciences, North-West University, South Africa

ARTICLEINFO

Article history:

Received 20 December 2023
Received in rev. form 24 Feb. 2024
Accepted 12 April 2024

Keywords:

Inflation and Unemployment in South
Africa, Philips Curve, Monetarists,
Neo Keynesian, New-Classical

JEL Classification:
G14; F43

ABSTRACT

The paper investigates the relationship between inflation and unemployment in the South African
setting, encompassing a comprehensive analysis of historical, theoretical, and empirical evidence.
Existing literature surveys demonstrate that several studies have been conducted in multiple countries
to ascertain the correlation between inflation and unemployment. The review incorporated the
postulations of many economic schools of thought as they are applied to South Africa. The Phillips
Curve was examined in accordance with the research purpose. The process involves gathering
secondary data from reputable sources such as Statistics South Africa, the South African Reserve Bank,
and other reliable secondary sources to analyse this relationship. The findings are presented using
linear regression, tables, and figures. The study utilised annual inflation and unemployment data in
South Africa spanning from 2000 to 2022 to elucidate the correlation between inflation and
unemployment. The study discovered that the link was nonlinear and did not exhibit any meaningful
association or correlation.
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Introduction

A plethora of literature, including articles, research papers, reviews, proposals, and books, has been dedicated to exploring the global
correlation between inflation and unemployment. Economists, statisticians, and occasionally politicians engage in meticulous
investigation, experimentation, and investment of resources to determine the existence of a correlation between the two variables,
inflation and unemployment. The federal governments of multiple countries support extensive research initiatives aimed at
investigating the correlation between inflation and unemployment in different nations. To attain Sustainable Development Goal 8, it
is crucial to foster continuous, inclusive, and sustainable economic growth, as well as ensure full and productive employment and
decent work opportunities for everyone. This goal also addresses socio-economic concerns such as inflation and unemployment.
According to economic research, it has been found that increasing volatility in inflation can have a negative impact on economic
growth, even when the rate of inflation is constant (IMF 2022).

This paper investigates the correlation between inflation and unemployment in the specific setting of South Africa, drawing on
historical, theoretical, and empirical analyses. The paper presents a range of scholarly historical arguments and theoretical viewpoints,
along with empirical evidence, to enhance the knowledge of the variables of inflation and unemployment and their relationship in
South Africa.

In 1926, Irving Fisher conducted the initial statistical analysis examining the correlation between unemployment and inflation (Fisher,
1973). The relationship between inflation and unemployment, known as the Phillips curve, was established by A.W. Phillips in 1958.
Phillips conducted a statistical analysis that examined the correlation between unemployment (U) and the rate of change in money
wages (W) in the United Kingdom from 1861 to 1957. The analysis concluded that there is a non-linear and inverse link between
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unemployment (U) and the rate of change in money earnings (W). This paper examines the correlation between inflation and
unemployment in the South African setting, drawing on historical, theoretical, and empirical analyses. The paper presents a range of
scholarly historical arguments and theoretical viewpoints, along with empirical evidence, to enhance the knowledge of the variables
of inflation and unemployment and their relationship in South Africa.

Phillips's (1958) original paper conducted an empirical study on the correlation between money wage, inflation, and unemployment.
Phillips's groundbreaking research examines two components that were incorporated into the literature review approach, specifically
connecting this research to the context of South Africa. Firstly, we have the empirical aspect. This paper contends that economists
have shown interest in determining the existence of a consistent relationship between inflation and unemployment in real terms and
in different market economies (Sanomero and Seater, 1978). Furthermore, we have the theoretical aspect. Several scientists and
economists have proposed and developed beneficial policies in response to this matter, as outlined by Vermeulen (2017).

Based on the information presented, the literature assessment concluded that Lipsey (1960) established the initial strong theoretical
basis for the Phillips curve.

Based on empirical evidence, there is no consensus regarding the correlation between unemployment and inflation. In Sub-Saharan
and South Africa, researchers such as Al-zeaud and Al-hosban (2015), Hodge (2002), and Okafor, Ezeaku, and Ugwuegbe (2016),
contend that there is a detrimental correlation between unemployment and inflation. Meanwhile, Bhattarai (2016) and Vermeulen
(2017) discovered a direct correlation between unemployment and inflation, indicating that as jobless rates increase, so does inflation.
There are other scholars who exhibit indifference for the link, such as Asif (2013) and Rocheteau, Guillaume, Peter, and Randall
(2007).

The study conducted by Umaru, Aminu, Manu, and Salihu (2013) examined the correlation between unemployment and inflation
from 1986 to 2010. The findings revealed that inflation had a detrimental impact on unemployment. In their 2016 study, Okafor et
al examined the relationship between unemployment and inflation in Nigeria from 1989 to 2014. They discovered that while there is
a consistent connection between unemployment and inflation over the long term, there is a deviation during the equilibrium phase.
This deviation is fixed at a 65% annual rate of adjustment, as determined by the Error Correction Model (ECM).

Bhattarai (2016) examined the trade-offs between inflation and unemployment in OECD countries from the first quarter of the 1990s
to the fourth quarter of 2014 and discovered a positive correlation. Hodge (2002) conducted a study on the relationship between
unemployment and inflation in South Africa from 1970 to 2000. The study indicated that a 1% increase in the unemployment rate
led to a 3.61% decrease in inflation when Ordinary Least Squares (OLS) regression was used.

The South African government recognises and acknowledges unemployment as a significant macroeconomic burden, alongside other
issues such as inequality and poverty (NDP, 2013; Chigozie et al., 2023). From 2008 to 2022, South Africa has experienced an
unemployment rate of 26.53% and an inflation rate of 5.59% (StatsSA, 2022).

The main objective of the study is to determine the presence of the relationship between inflation and unemployment in South Africa.
After this section, the paper proceeds with a literature review, research and methodology, findings and implications, and conclusions.

Literature Review

Theoretical and Conceptual Background
Concept of inflation and unemployment

Inflation is defined as an increase in prices that is sustained over a period within the growth of the economy leading to a drop in
currency purchasing power (Kelebogile and Ravinder, 2021; Mashele, 2012). Idalu (2015), states that when a central bank introduces
and implements a specific rate of inflation as a monetary policy, the process is called inflation targeting. South Africa adopted
inflation targeting monetary policy framework in 2000 to ensure the stimulation of economic growth and to ensure that the inflation
target is at a low rate to create a conducive environment (Kelebogile and Ravinder, 2021). Mashele (2012), characterizes inflation
targeting as a method whereby there is an uprising of prices with the increase of the price index percentage. Issing (2004), defines
the subject matter as a monetary policy framework that influences the uprising of the price stability maintenance, which can be seen
as the decrease and steady rate of consumer price inflation.

According to Chris (2020), empirical evidence shows that poor South Africans experience higher inflation than other households.
Three key components of inflation are highlighted, that is, the direct impacts of inflation (referring to inflation tax); the distributive
impacts; and finally, the indirect impacts (the Phillips curve).

In South Africa, there is the concerns of effects of higher inflation on the distribution of income through the relationship between
inflation and economic growth or employment (the Phillips curve relationship). Hence, Stephanie (2015), argues that most pressing
challenge South African policymakers face is the extremely high rate of unemployment, with more than a quarter of the adult
population unable to provide for themselves and their families through work (Chigozie et al, 2023).

According to Tomas, Veronika, and Dominik (2022), unemployment requires that a person not only wants to work but also looks for
it actively. According to Chigozie (2018), unemployed person is the one who is without work and is currently available for work and

295



Azunna & Botes, International Journal of Research in Business & Social Science 13(3) (2024), 294-302

is seeking or wanting to work while unemployment rate is defined as the number of unemployed persons taken as a percentage of
the economically active population, which includes both the employed and the unemployed (IMF, 2022; ILO, 2022; Tomas,
Veronika, and Dominik, 2022).

The unemployment rate has risen over the last twenty years in South Africa, Stephanie (2015). Population disparities in
unemployment are also concerning element of unemployment problem in the country, with black South Africans more than four
times as likely to be unemployed as compared to the white South Africans (StatsSA, 2022). Women’s unemployment, higher than
men’s in South Africa, has additional negative macroeconomic effects.

The Keynesian inflation theory involves the aggregate supply and demand curves that indicate the connection between inflation and
growth (Kelebogile and Ravinder, 2021). Within the Monetarist theory perspective, Mokgola (2015), enumerates that monetarists
consider a positive relationship to exist between inflation and output growth in the short-run, while there is no effect aside from the
general price increase in the long run. Mashele (2018), describes the quantity theory of money, emphasizing the long-run approaches
of neutrality of money.

Adam Smith formulated the classical growth theory in 1789. It is determined by factors that include capital, labour, output and
technology. The main variables influencing the classical growth model are productivity, land and population growth (Kelebogile and
Ravinder, 2021). The model is linked to increases in investment that influence the economic growth rate based on the increase of
capital labour. The marginal products are assumed to decrease, making the economy drawback to a long-term growth path (Mokgola,
2015). The real GDP increases at the same time as the growth of labour.

Philips curve is the theoretical framework employed in analysing inflation dynamics over the short term (Buthelezi, 2023). The
relationship spells that the inflation rate will be stable if the actual GDP equates to the potential GDP (Mashele, 2018). Phillips
(1958), the British economist, related the wages growth to the unemployment rate and submitted that when labour is underutilized,
there are fewer wage increases (Montoriol, 2015).

According to ILO (2022), the pandemic has cost sub-Saharan Africa 13.5 million jobs in working hour losses, leading to a two
percentage points decline of the employment-to-population ratio (EPR). Ibrahima, Rasmane and Amadou (2023), argues that
improving job opportunities in the region, especially for the youth, becomes crucial as the region is the world's youngest, with more
than 60 percent of its population under the age of 25 years.

The Keynesian Approach to Phillips Curve

Reflecting on the Keynesian school of thought on unemployment, they argue that unemployment is cyclical traditionally. In their
explanation, Keynesian explanation of unemployment explains the essence of insufficient expenditure because of demand deficiency
(Nela, Muja and Metin, 2019). Applying this approach in the case of South Africa, literature suggests that this, causes the
macroeconomic equilibrium to be below the full employment level (Harris and Irrshad, 2018).

Classical Approach

According to Suna and Muzhgan (2020), the classical economics approach ensures that every individual who wishes to work at the
prevailing wage level can find jobs, as such unemployment is voluntary. This is totally different from the Keynes and monetarist
approach which they define unemployment as the inability of individuals to find jobs at the prevailing wage level despite their wishes.

The Monetarist Approach

The Monetarist unemployment approach is concerned with short-run or cyclical unemployment (ILO, 2022). The Monetarist
postulates that involuntary unemployment is not a long-run problem - the economy is inherently stable and self-stabilizing and would
spontaneously return to a full employment equilibrium following any disturbances (IMF, 2022).

Research and Methodology

The theoretical framework that is adopted in this paper is that of the Phillips curve. The data for this research is secondary data. That
means that the data is not directly collected from the population under-sample, rather, existing data were accessed from the South
African Reserve Bank (SARB), Statistics South Africa (STATSSA), and other reliable secondary sources such as Inflation EU, the
World Bank, etcetera. This paper uses quantitative analysis to explore the relationship between inflation and unemployment in the
South African underscoring the importance of historical, theoretical, and empirical reviews. Various economic schools of thought
such as the monetarists, neo-keynesian and new-classical economist thoughts are articulated in regression models. The theoretical
framework of the Phillips curve is applied in this paper as well as the Markov-Switching Dynamic Regression Model (MSDRM)
because it provides substantial characterization of a set of finite states (Hansen, 2000). Application of MSDRM is critical to the study
because it ensures that the study explores a thorough analogy of unemployment and examine the impact of inflation in different
states. Scholars such as Nasr, Adnen, Mehmet, Ahdi, Goodness, Rangan and Reneé (2015), and Nobrega, Cassio, & Felipe (2020),
have applied this model in their studies and found it relevant in the study of unemployment and inflation. The subject of inflation
and unemployment has continued to attract various argument in the social sciences as a discipline. Example, in the economics
profession, the statisticians, there has always been this relationship arguments. It is also worth noting that there are plethora of
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research in an attempt to provide clarity as to whether there is a relationship between inflation and unemployment or not. Each
argument is informed by the specific economic schools of thought. For example, each school of thought have their view of the subject
matter, the Neo-classical, Keynesian and or the Monetarists schools of thought analysis and interpretate the subject matter from their
own perspectives. In the literature review, while some of the arguments found the relationship between inflation and unemployment
to be negative others say it is positive. By negative, it implies that there is no relationship between the two variables, suggesting that
changes in inflation does not influence changes in unemployment and vice versa and by positive, it means that any potential variation
in either variable would cause significant influence or reaction on the other. Each of these arguments have theories and explanations
to support them.

For this review of the relationship, the study argues and incorporate various schools of thought to enable a broad and comprehensive
review of the relationship in South Africa.

Monetarists, Neo-Keynesian and New-Classical Economist Thoughts

This paragraph discusses the theoretical framework upon which this study aims and objectives are addressed. There has been a wide
range of disagreement among economists regarding the determination of inflation and unemployment. For example, inflation; the
Neo-Keynesians, Modigliani and Papedemos (1976), believed that acceleration and deceleration of inflation are primarily related to
the degree of resource utilization. Monetarists on the other hand, example Friedman (1976) and Stein (1978), argue that changes in
inflation are the direct effect of similar movement in money growth as such it does not have anything to do with the state of the
economy.

However, for unemployment example the Monetarists take issue with the relatively more recent school of thought, that is, the New
Classical Economics. To them, the monetarists, like Stein (1974) and Carlson (1978), they assert that money growth has just a very
short-run effect on unemployment. That notwithstanding, the New Classical Economists like Sargent (1976) and McCallum (1980),
questions this proposition. They claim that irrespective of the short-run effect of monetary policy, if fully analysed and implemented,
it will be neutral on unemployment even though in the short-run, on the hand, Peter and Douglas (1997) reported that most empirical
work on the USA Phillips Curve has had a strong tendency to impose global linearity in medium and long runs.

The Neo-Keynesian economists’ path of inflation depends primarily on the state of the economy as measured by the prevailing rate
of unemployment. To the school of thought, in as much as unemployment exceeds some critical level referred to as Non-Accelerating
Inflationary Rate of Unemployment (NAIRU), then inflation can be expected to decline, Modigliani and Papademos (1976). This
follows that the acceleration of inflation is made the function of lagged unemployment. This is defined as:

INFt - INFt.1 = k® — k* Unempt

Where INF: represents the inflation rate; INFt1 represents the expected inflation rate; k? represents the actual unemployment rate; k*
is the constant; Unemp: represents the unemployment rate and « represents the error term.

According to Dornbusch and Fisher (1990), Lipsey, Courant, Purrvis and Steiner (1993) the equation states that inflation INFt will
decline to the expected rate INFt.1, if the actual unemployment rate k exceeds the non-accelerated inflation rate of unemployment,
Unairu. In other words, price level falls at INF < 0 while unemployment grows to exceed the non-accelerated inflation of k? > Unairu.
Therefore, if INF > 0 it follows that, unemployment rate is less than accelerated inflation rate of unemployment k? < Unairu Which is
stable at INF = 0, as such unemployment rate will be equal to non-accelerating inflation rate of unemployment at k? = Unairu.

Modifying equ: 1 into expectation augmented and change-in-unemployment, the model is extended as such:
INFACCL: = ¢ — k* Unempt — Z(Unempt — Unempt.1)

where A is the parameter that measures the extent to which changes in unemployment affect the level of inflation. Suggesting that
when unemployment gap is negative and increasing in absolute terms, if the actual unemployment is decreasing, as such, Ut- Ut - 1
< 0. Another application is where, the unemployment gap (Ut — Unairu) is negative showing a decrease in absolute terms, if
unemployment is increasing, as such Ut - Ut -1 >0.

Comparing the Monetarists, Neo-Keynesian and New-Classical Methods

From equations (1) and (2) above, the study compares these arguments of the Monetarist, Neo-Keynesian and New-Classical
economists on the method of estimation in economics, as such: the Neo-Keynesian argue that the effect of unemployment on inflation
could be analyse as follows;

INFt— INFt.1 = a0 + a1 Unempr1 + et
Where,

INFt: represents the inflation rate

INF.1: represents expected inflation rate

t: represents time

Unempt.1: represents the state of unemployment
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et represents the error term, and;
a1< 0 is the statistical significance.

While Monetarists like Stein (1974) rejected the equation above. He argues that the equation az in equation (3) above is insignificantly
different from zero. In the argument, Stein asserts that the equation should explain the accelerated inflation with regards to money
growth over the on-going inflation rate as the primary dependent variable. To Stein the equation should be;

INFt — INFt1 = bo + b1 (MCt1 — INFt.1) + et
Where, MCt.1 is the percentage change in money stock, b1 > 0 is statistically significant.

To the Neo-Classical economists, the Monetarists lagged growth of real balances (MCr1 — INF.1) is the major determinant of the rate
of unemployment as shown in equation (4) above. They argue that the equation should rather be;

Unempt = Co + €1 (MCt1 — INFt.1) + et
Where c1 < 0 is statistically significant

The Neo-Classical economists rejected this equation, they argue that unemployment is best described as a function of its own lagged
values and the independence of any past changes in the monetary variable.

Therefore, Neo-Classical economists argue that, in the addition to the Monetarist variable, a further analysis into an autoregressive
unemployment equation will prove statistically insignificant. Hence:

Unempt = do+d1 Unempt1+d2 Unempr1+ds Unempis+ds (MCtr — INFt1) + et

Where dq is significantly different from zero, the other d’s are statistically significant.

Implications
Review of inflation and unemployment data 2000 — 2022

Following from the various arguments from the schools of thought, this paper examines the data reflecting the relationship between
inflation and unemployment between 2000 — 2022. The paper then applies the trends as observed to the arguments postulated by the
schools of thought. Firstly, the data on the variables are populated in tabular form and then graphically expressed. This is done to
show a virtually trend and also to relate to the reality of the relationship of the variables understudy.

Table 1: Inflation rates vs unemployment data in South Africa 2000 — 2022

Year Inflation % Annual % Change Unemployment % Annual % Change
2022 7.04% 2.43% 29.806 1.04%
2021 4.61 1.40% 33.56 4.34%
2020 3.21 -0.91% 29.22 0.75%
2019 4.12 -0.40% 28.47 1.56%
2018 4.52 -0.67% 26.91 -0.13%
2017 5.18 -1.39% 27.04 0.50%
2016 6.57 2.03% 26.54 1.39%
2015 4.54 -1.59% 25.15 0.26%
2014 6.13 0.35% 24.89 0.33%
2013 5.78 0.06% 24.56 -0.17%
2012 5.72 0.73% 24.73 0.09%
2011 5 0.91% 24.64 -0.04%
2010 4.09 -3.13% 24.68 1.16%
2009 7.22 -2.86% 23.52 1.11%
2008 10.07 3.90% 2241 -4.13%
2007 6.18 2.93% 26.54 -1.80%
2006 3.24 1.18% 28.34 -0.78%
2005 2.06 2.75% 29.12 -0.33%
2004 -0.69 -6.37% 29.45 -2.86%
2003 5.68 -3.82% 32.31 -0.98%
2002 9.49 3.79% 33.29 2.60%
2001 5.70 0.36% 30.69 0.81%
2000 5.34 0.16% 29.88 -0.03%

Sources: Data basis: International Monetary Fund, World Bank and OECD Inflation CPI indicator (2022); Inflation.eu (2023) and Macrotrends
(2023)
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In Table 1 above, the data set of inflation and unemployment was presented. The Table further examined the percentage changes of
each variable. The data-set was from 2000 — 2022. It shows that the peak of inflation in South Africa was in 2008 when inflation rose
to 10.07%. In the same year, unemployment was 22.41%. The lowest inflation rate year was in 2004, the year witnessed a drastic
decline in inflation rate at -0.69%. Compare to unemployment, the 2004 rate was 29.45%. In these two examples, as shown in Table
1, an increase in inflation rate did not show any complementary or correlational reflection on unemployment. This also manifested
similar tendency of inflation and unemployment in 2000 and 2022 with the rates at 5.34(29.88) and 7.04(29.806) respectively.

Again, at the peak of unemployment in 2021, which was 33.59%, inflation was 4.61%. At the lowest unemployment rate of 22.41%
of 2008, inflation rate was 10.07%. In the investigation of the trends, the study did not find any direct relationship between the two
variables.

Therefore, the application of the Philips curve in South Africa is not positive. In the years under study, the available data does not
show that there is a positive relationship between inflation and unemployment in South Africa. It is possible that, in the previous
years, there could have been a time when inflation rises, directly increases unemployment and vice versa.

From the data-set, the study further examined the relationship graphically as presented below.

Inflation and Unemployment
2000-2022

1995 2000 2005 2010 2015 2020 2025

Inflation % Unemployment %

Figure 1: Graphical presentation of the relationship between inflation and unemployment 2000 — 2022

Graphically presented, when inflation was dropping, unemployment was rising to a point of reflexion where inflation was 4.54% as
compared to unemployment rate of 25.15 in the same year of 2015. Similarly, when inflation rose to 9.49%, unemployment
subsequently increased to 33.29% in 2019. Since then, there seem to be a corresponding movement in inflation and unemployment
as shown in the graph between 2019 — 2022 as shown in the figure 2, below. Researchers might argue that this corresponding
movement between the two variables justifies the Philips curve.

Discussion of results

Hypothetically, as shown in the figure (1) above, between 2019 - 2022, the authors argue that assumed that when unemployment is
less than the percent of the work force in South Africa, by natural implication, the country would face the dangers of inflation. It is
argued that the Phillips’ formulation captured the attention of the economics profession however, the applicability of the Philip’s
Curve in various economies might show variations in results as seen in the case of South Africa. Therefore, one must ask why is this?
Can such argument of the dangers of inflation be explained by the novelty of Phillips curve or its empirical derivation? In the study
interpretations, Phillips curve postulation was simply referring to the law of supply and the unemployment combination with the use
of policy and demand according to which the price of any instruments is attained.

As shown in Figure 1, the line relating unemployment to inflation is strictly hypothetical, but it suggests that the tighter the
employment situation the greater the hazard of inflation especially between 2000 — 2002 and 2020 - 2022. In other words, assuming
that there is a fairly defined functional relationship existing between inflation and the level of employment, then it is possible to
determine the “safe” degree of full employment in South Africa.

Recent debate as a result of the past decades of inflation brings the argument that, there is a steadily growing number of economists
who are convinced that the long-run Phillips curve is vertical. However, their number has not yet reached agreement, as such, sharp
differences do remain over the theoretical foundations of the observed relationship between inflation and unemployment. For
example, some economists (Eckstein and Girola, 1978; Tobin, 1972) view the long-run Phillips curve as possibly having a negative
slope. Others, such as (Meltzer, 1977; Stein, 1978) doubt that a Phillips-type relation exists at all and argue instead that monetary
models best describe the past inflation. Even those who accept the validity of the vertical Phillips curve disagree on whether policy
can be used to lower unemployment temporarily with a higher inflation rate (Santomero and Seater, 1978).
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It is understandable that policy makers in the early 1960s adopted the Samuelson—Solow (1960) views. Samuelson argued that very
low unemployment was attainable in the long—run goal and concluded that there was a permanent trade-off between inflation and
unemployment. In the case of South Africa, Vermeulen (2017) disagrees sharply to this conclusion and its applicability.

Lipsey (1960) concluded that if the Phillips curve is non-linear, then the position of the observed Phillips curve will vary with the
dispersion of unemployment. His argument is summarized as follows. Suppose that there is more than one labour market, each market
having its own identical convex Phillips curve. If unemployment is not the same in each market, then the fitted aggregate curve will
lie above the individual market curves. An increase in the dispersion of unemployment will raise the aggregate curve and a decrease
will lower it. In the case of South Africa, we observe the trend of big informal sector where people are formally unemployed but
have employment in the less formal economy. There seem to be more people working informally than in the entire mining sector.
This then suggests possible reasons why there is no linear relationships between inflation and unemployment in South Africa.

Tobin (1972) concludes that Phillips curve doctrine is a very important sense of the post-war analogue of the Keynesian wage and
employment theory, while natural rate doctrine is the contemporary version of the classical position Keynes was opposing. Phillips
curve doctrine implies that lower unemployment can be purchased at the cost of faster inflation.

Friedman (1976) concluded that the long-run relationship between inflation and unemployment was still under debate. During the
1960s, most economists believed that a lower average unemployment rate could be sustained if one were just willing to accept a
permanently higher (but stable) rate of inflation.

Conclusions

Given the aforementioned research in relation to various economies and circumstances, it is evident that the South African economy
diverges significantly from the aforementioned. Hence, after analysing the data and conclusions, and considering additional factors
like exchange rate and money stock, the study concluded that the correlation between inflation and unemployment in South Africa
is both non-linear and inconsequential. The current state of the economy is characterised by a significant increase in both
unemployment and inflation rates, as depicted in the graph, particularly from 2019 to the present. Furthermore, the discovery is still
a subject of disagreement among economists in South Africa. Various ideological factions in South Africa hold divergent beliefs and
methodologies regarding the correlation between inflation and unemployment. One example is the study conducted by Jeke and
Wanjuu (2021), which suggests that addressing unemployment in South Africa can be achieved by increasing the supply of and
improving the quality of physical capital, which in turn enhances labour productivity. Additionally, investing in human capital and
increasing real GDP can lead to more employment opportunities.

Despite discovering that the correlation between inflation and unemployment in South Africa is negligible, under the condition that
all other factors remain constant, it remains a topic of discussion. In contrast to the belief that there is a significant dispute among
economists about the factors that determine inflation and unemployment, the monetarist perspective suggests that changes in inflation
rates in South Africa are closely linked to excessive growth in the money supply. This contradicts the Neo-Keynesian position, which
asserts that variations in inflation are not influenced by the level of resource utilisation. However, the idea that there is a major
immediate effect of past increases in the money supply on unemployment in South Africa is not supported. Therefore, additional
study is required in this subject to provide more clarity on the correlation between inflation and unemployment in South Africa.
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