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Abstract:
This study aimed to analyze the relationship between inflation and unemployment
rates and their impact on the Libyan economy during the period from 1990 to
2023, as well as to determine the direction of this relationship in both the short and
long term. The study relied on quantitative econometric analysis using the E-Views
software. The findings revealed a cointegrated relationship between inflation and
unemployment in both the short and long run. It was shown that changes in
unemployment growth have a statistically significant effect on its future behavior at
the 5% significance level, while the eftect of the inflation rate on unemployment
growth in the short run was found to be statistically insignificant at the same level.
The results also confirmed that the model is free from econometric problems.
Furthermore, the stability test indicated that the error correction term lies within
the critical bounds at the 5% significance level. The study recommends the
development of future economic models that can rely on observable
unemployment data for more accurate estimation. It also highlights the need for
further research to explore the relationship between implicit (hidden)
unemployment and inflation by incorporating variables such as GDP growth rate,
inflation, and government spending, rather than relying solely on current

unemployment data.
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