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Economic Growth and Unemployment in Libya - A Policy Study in the Framework of the Developed
Okun Relationship, Gordon's Law

Salwa Juma Essa

Abstract:

The study aimed to analyze and measure the impact of economic growth on unemployment rates in the Libyan
economy for the period (1980 - 2012) using methods of time series analysis of the study variables.

To achieve this goal, the "Okun" relationship developed by Gordon 1984 was estimated by breaking down the
time series for both GDP and unemployment rates through the Prescott filter (HP-Filter), in order to predetermine the
general trend of unemployment and the GDP, The study used a self-regression model for distributed slowdowns (The
Autoregressive Distributed Lag approach — ARDL) to identify joint integration between the two variables, and test the
concept of causality Granger.

The study concluded that the Gordon Law cannot be applied in the Libyan economy, meaning that economic
growth rates do not contribute to alleviating unemployment rates, the results of the estimate also indicated that there is
no causal relationship between the two variables in the short term.

Key words: Okun’s law - Gordon’s law — The Prescott Filter - The unemployment - Gross Domestic Product
—The Libyan economy.
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Annees U UTREND Uf GDP Log GDP ITI_OFgE?\I%P Ye

1980 3.64 2.975998 0.673002 0.360979 1.018- 1.636 2.655-
1981 3.65 3.217497 0.438503 353.4400 5.867 2.117 3.750
1982 3.66 3.465725 0.197275 10.89000 2.387 2.570 0.182-
1983 3.67 3.731799 | 0.059799- 1.210000 0.190 3.008 2.818-
1984 3.68 4.028806 | 0.347806- 62.72640 4,138 3.440 0.698
1985 4.07 4.369235 | 0.292235- 78.14560 4,358 3.846 0.511
1986 451 4.762098 | 0.249098- 75.69000 4,326 4,215 0.111
1987 4,99 5.213486 | 0.221486- 10.24000 4,326 4,583 2.212-
1988 5.51 5.726996 | 0.207996- 786.2717 6.667 4,812 1.854
1989 6.09 6.304011 | 0.208011- | 479.5994 6.172 5.007 1.65

1990 6.72 6.943836 | 0.215836- 322.7527 5.776 5.114 0.662
1991 7.41 7.643694 | 0.225694- 231.9321 5.446 5.136 0.310
1992 8.17 8.398650 | 0.225650- 174.6779 5.162 5.081 0.081
1993 8.99 9.201512 | 0.207512- | 136.27554 4,914 4,961 0.046-
1994 9.88 10.04283 | 0.154832- 109.2738 4.693 4,789 0.095-
1995 10.85 10.91109 | 0.054086- 89.56837 4,495 4,577 0.082-
1996 11.54 11.9320 0.252204- 74.75007 4,314 4,337 0.023-
1997 12.26 12.67557 | 0.411571- 63.32742 4,148 4.080 0.068
1998 13.02 1354205 0.515054- 54.33469 3.995 3.814 0.180
1999 13.83 14.37240 | 0.541402- 310.3529 5.737 3.552 2.184
2000 14.67 15.14121 | 0.463215- 13.53663 2.605 3.306 0.701-
2001 15.57 15.81768 | 0.247677- 3.097600 1.130 3.111 1.981
2002 16.50 16.36634 0.140659 0.921600 0.081- 2.995 3.076
2003 17.49 16.74928 0.742716 169.4162 5.132 2.964 2.167
2004 18.52 16.92999 1.595012 19.90617 2.991 2.997 0.006-
2005 19.60 16.87936 2.728637 140.9141 4,948 3.091 1.856
2006 20.74 16.58427 4.156731 42.25708 3.743 3.247 0.496
2007 15.87 16.05885 | 0.180853- | 40.35191 3.697 3.479 0.218
2008 14.65 15.35883 | 0.699829- 7.114815 1.962 3.812 1.850-
2009 13.51 14.35810 | 1.020100- 0.624100 0.471- 4.269 4.740-
2010 12.45 13.64385 | 1.190576- 25.21330 3.227 4.856 1.628-
2011 11.46 12.71196 | 1.250960- 3853.926 8.256 5.531 2.725
2012 10.53 11.76805 | 1.229054- 10918.16 9.298 6.237 3.060
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