o
[
(=]
(o]
iy
(94
o
—_—
(2]
~
o
=]
(7]
3
—_—
(=)
=
G
>

Faculty of Economics, Sirte University (Vol (9), No (2)
Economic Studies Journal (ESJ), daslaid¥] silulysl dao

{ I\.
i yau dola — sbacid¥l dal& Faculty of Economics, Sirte University m

‘Sirte University

L
5.
ill

Lconomics
Studies Journal

https://journal.su.edu.ly/index.php/esj/ar
https://doi.org/10.37375/esj.v9i2.4381

202023-1991 s S0 S5 098 jlast :led 3 (S3LaBY) g0l Wlad) (y B

ey sl die i A IRV SR
t.m\j cz\,.\.EJV gw‘ &Jj 4y dxal> alazsY) KQKGLQ.:;‘W (,.«.\5 (sl JJL; L:"':-S c:ﬁ)J @y Amal 3lasy) wmwy' ?ME L.’_\)Lﬁa b\;.»f
s.elgiabni@uod.edu.ly

Atadl) ol &;gu.\

OB oabad) sad) (Bt dine Gy el 0 (LB el SVues 3 Bl SUE (3 e Tz RISCE] e o) LBl ley
b (NARDL #34 (55f - ) coe
Ll ods 66 ade 5 (ol slasYl axlg g ISl sy ol dsf el aw e Wlad) oY dne

Gt 5 (02023-1991 a5 I L 3 ol sadl g Il o ) LS 5 8 ] O
Wlad o¥aas 3 o3 5 (ooladVl ol JraaS Lod 3 Add) Q) ) Wl dn) ) contsizal bl s
oS il Al sl gl LBV 3 il s o L sk L)y ST 06 () Tl
SV e Sadl (NARDL) L jé sladl n)l Sl (o3 G101 WY1 2358 b o (L))
5o skl g el Al @ Bladl eV e il AL (Sledall) SBY 5 Sl 2l (Slesall)
DAl e s ste Q) anlll cdog

@ il s o U sl (3 SE 0B Blbaily Bladly eslaBYl sadl Gy 2nSe B
i W) Jane OB1%0 a QoY) J&1 Sl 3 (3L) Rlg] Aede i 13 o skl
Vladl Jane 08190 2ty JlaY) J&1 0ld) (3 (LR Bl edo i 13 Loze <0.0378 % 2o
Aleed) 455 01 gy Lt oo Sleogs 348 Bulyll) cond bl oda Jo sluy - 0.0347% desy wiseen
Ll wﬁ;\ bl oo A ST (ol pladl e g¢ dleall disS olellad)l 52 ol Lotz Y1 &y slazY)
dadll faall Bou larlmb gidly Wl el ol 2 Ly g 2ol YL

The Relationship Between Unemployment and Economic Growth in Libya: Testing Okun's
Law During the Period 1991-2023

Dr. Sager Hamad El-Jiabani Ms. Ibtihaj AbdulWanis Roufah
Department of Economics, Faculty of Economics, Department of Economics, Faculty of Economics,
University of Derna, Derna, Libya University of Derna — Al-Gubba Branch, Al-Gubba, Libya

s.elgiabni@uod . edu.ly

Abstract Keywords
The Libyan economy suffers from a dual predicament characterized by sharp Unemployment Rate,
fluctuations in economic growth rates coupled with chronically elevated unemployment Economic Growth,
levels, with unemployment standing as one of the most prominent and pressing Okun's Law, NARDL
challenges confronting the Libyan economy. Accordingly, this study seeks to measure Model, Liby
and analyze the relationship between unemployment and economic growth in Libya over
the period 1991-2023. To achieve this objective, the study employs real gross domestic
product in Libya as a proxy for economic growth and examines its effect on
unemployment rates in light of Okun's Law, testing the extent to which this law holds
between the two variables within the Libyan economy. The study adopts a quantitative
(econometric) approach through the Nonlinear Autoregressive Distributed Lag
(NARDL) model in order to identify the positive shocks (effects) and negative shocks
(effects) of output on unemployment rates in both the short and long run.
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The study arrives at several findings, the most significant of which is an inverse
relationship between economic growth and unemployment, confirming the applicability
of Okun's Law to these two variables within the Libyan economy in the long run.
Specifically, a positive shock (increase) in gross domestic product of 1% is associated
with a decline in the unemployment rate of 0.0378%, whereas a negative shock
(decrease) in gross domestic product of 1% is associated with an increase in the

unemployment rate of 0.0347%.

In light of these findings, the study puts forward a number of recommendations, foremost
among them the necessity of directing economic policy toward channeling investment
into labor-intensive sectors, supporting the private sector as a gradual alternative to
government employment tied to oil revenues, and aligning the outputs of higher and
technical education with the actual requirements of the labor market.
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= Bounds Test

Null hypothesis: Mo levels relationship
Number of cointegrating variables: 2
Trendtype: Rest. constant (Case 2)

Sample size: 30
Test Stafistic Value
F-statistic 10176592

= Bounds Crifical Values

sampeSze 1) | @ o | o

0 2915 3695 ‘ 1538 4428 ‘ 5.158 £.265
Asymptofic 2630 3390 3100 3870 4130 5.000

*|(0) and I(1) are respectively the stationary and non-stationary bounds.
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&J@CUMDN(LNGDP(—D) Automatic-lag dual nan-linear regressors (2 mar. lags): LNGDP
) ) N ) Deterministics: Restricted constant and no trend (Case 2)
Wl tede i B &l g lay (—0.0347) Model selection method: Akaike nfo critrion (AIC)
Mumber of models evaluated: 8
et s 10/ .. AT ol
el el 0B (190 a Qe U2 U 3 (L) Selected model: ARDL(3.2)
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Cumulative Dynamic Multiplier: LNGDP on LNUNE
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Wald Test:

Equation: Untitled

Test Statistic Value df Probability
F-statistic 18.64615 (2,20) 0.0000
Chi-square 37.29230 2 0.0000
Mull Hypothesis: C(1)=C(2)=0

Mull Hypothesis Summary:

Mormalized Restriction (= 0) Value Std. Err.
c(1) -1.100103  0.180165
C(2) -0.041676 0011446

Restrictions are linear in coefficients.
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Breusch-Godfrey Serial Correlation LM Test (7) 3, Jsur

Breusch-Godfrey Serial Correlation LM Test:
Mull hypathesis: No serial correlation atup to 2 lags

F-staistic
0Obs*R-squarad

0.042906 Prob. F(218)
0142340 Prob. Chi-Square(2)

0.9581
0.9313
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Heteroskedasticity Test Breusch-Pagan-Godfrey
Null hypothesis: Homoskedasticity

F-statistic 1569778 Prob. F(9.20) 0.1916
0Obs*R-squared 1241913 Prob. Chi-Square(d) 0.1807
Scaled explained 53 4123486 Prob. Chi-Square(9) 0.9031

Heteroskedasticity Test ARCH

F-statistic
Obs*R-squared

2032376 Prob.F(127)
2030109 Prob. Chi-3quare(1)

0.1654
0.1542
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8
Series: Residuals
7 Sample 1994 2023
6 Observations 30
5 Mean -1.72e-16
Median 0.001693
4 Maximum ~ 0.010564
Minimum  -0.013368
3 Std. Dev. 0.006371
) Skewness  -0.554576
Kurtosis 2494121
1
0 . .. Jarque-Bera  1.857665
005 0010 -0005 0005 oop | Frovebiliy 0395015
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Ramsey RESET Test

Equation: UNTITLED

Omitted Variables: Squares of fitted values

Specification: D(LNUME) LNUNE(-1) @ CUMDP({LNGDP(-1),"1992")
@CUMDN(LNGDP{-1),"1992") C DILMUNE(-1)) D(LNUNE-2))
D{@CUMDP(LNGDP,™1992)) D(@CUMDM(LNGDP,"19927))
D{@CUMDP{LNGDP(-1),"1992")) D{@CUMDN(LMGDP(-1),"1992")

Value df Probability

t-statistic 1.664938 19 0.1123
F-statistic 2772018 (1,19) 0.1123
Likelihood ratio 4085588 1 0.0433
F-test summary:

Sum of Sq. df Mean Squares
TestS5R 0.000150 1 0.000150
Restricted S5R 0.001177 20 5.88E-05
Unrestricted 3SR 0.001027 19 541E-05
LR test summary:

Value

Restricted LogL 109.6224
Unrestricted LogL 111.6652
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