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Abstract:

This study aims to measure and analyze the long-term causal relationship between
unemployment and inflation in the Libyan economy during the period 19912024-,
using the Toda-Yamamoto methodology. The results indicate a unidirectional causal
relationship from inflation to unemployment, meaning that inflation has an impact on
unemployment in Libya during the study period, while there is no causal relationship
from unemployment to inflation. Therefore, the study emphasizes the need to adopt
economic policies that stabilize price levels in order to control unemployment rates in
the Libyan economy.

Key words: Unemployment, Inflation, Libyan Economy, Toda-Yamamoto Approach.
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At Level |
UNEM INF
With Constant .Prob 0.0972 0.0268
% sk
With Constant & Trend .Prob 0.1072 0.0828
n0 *
Without Constant & Trend .Prob 0.4895 0.0227
no sk
At First Difference
(d(UNEM (d(INF
With Constant .Prob 0.3348 0.0003
no sksksk
With Constant & Trend .Prob 0.6591 0.0020
nO skksk
Without Constant & Trend .Prob 0.0515 0.0000
% fkk

At second Difference

(d(UNEM,2 (d(INF,2
With Constant .Prob 0.0000 0.0001
sokok Hokok
With Constant & Trend .Prob 0.0000 0.0009
skeksk dokok
Without Constant & Trend .Prob 0.0000 0.0000
skksk skkosk
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VAR Residual Serial Correlation LM Tests
Null hypothesis: No serial correlation at lag h
Lag LRE* stat df .Prob  Rao F-stat df .Prob
0.325132 4 0.9881  0.079328 (34.0,4) 0.9881
3.810952 4 0.4322  0.977784 (34.0,4) 04326
1.936657 4 0.7474  0.483587 (34.0.,4) 0.7476
1.297302 4 0.8618  0.320971 (34.0,4) 0.8619
Null hypothesis: No serial correlation at lags 1 to h
Lag LRE* stat df .Prob  Rao F-stat df .Prob
0.325132 4 0.9881  0.079328 (34.0,4) 0.9881
4.089920 8 0.8489  0.494792 (30.0,8)  0.8501
8.525627 12 0.7428  0.685874  (26.0,12) 0.7497
9.455248 16 0.8935  0.530028  (22.0,16) 0.9017
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Joint test : VAR Residual Heteroskedasticity Tests

Chi-sq df .Prob
52.38915 48 0.3076
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VAR Residual Normality Tests

Component Skewness Chi-sq df .Prob
1 0.382257 0.706248 1 0.4007
2 0.430330 0.895054 1 0.3441
Joint 1.601302 2 0.4490
Component Kurtosis Chi-sq df .Prob
1 2.462627 0.348930 1 0.5547
2 3.227105 0.062322 1 0.8029
Joint 0.411251 2 0.8141
Component Jarque-Bera df .Prob
1 1.055178 2 0.5900
2 0.957375 2 0.6196
Joint 2.012553 4 0.7334
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Dependent variable: UNEM

Excluded Chi-sq df .Prob

INF 25.71008 3 0.0000

All 25.71008 3 0.0000
Dependent variable: INF

Excluded Chi-sq df .Prob

UNEM 3.593427 3 0.3088

All 3.593427 3 0.3088
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