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Abstract

This study tests the Phillips curve hypothesis in Libya (2000-2019) using modern
econometric approaches. The Autoregressive Distributed Lag (ARDL) model and the
Unrestricted Error Correction Model (UECM) were employed to examine the existence
of a long-run equilibrium relationship between inflation and unemployment, controlling
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for oil prices, real effective exchange political instability dummy. rate, and Bounds Test
results confirm the absence of cointegration among variables (F-statistic = 2.15 < Lower
Bound = 3.10), indicating no long-run equilibrium relationship. The first-differences
model reveals no significant inverse relationship between inflation and unemployment
(B = +0.132, p 0.712); rather, the positive unemployment coefficient suggests
stagflation dynamics. The real exchange rate emerges as the strongest short-run
inflation determinant (B = +0.289, p=0.003). The post-2011 period exhibits sharp
inflation elevation (mean 11.8% vs. 0.7% pre-2011).

The Phillips curve failure is attributed to the rentier economy structure, supply-side
shock dominance, and structural unemployment. Policy recommendations emphasize
exchange rate stabilization and structural labor market reform.
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LM (4 43 ¢ 512 ks y)) 3.24 0.521 Vbl g Y
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O sanal)

(F-statistic = ¢l jiie JalS3 3 5a 5 a2 (Bounds Test) asasll sl jedal Jyshall Ja¥l a ¥
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2005 2.7 18.20| 52.62| 103.94 0 Ll e g i)
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