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Abstract:
This study aims to analyze the relationship between inflation and economic
growth, represented by the Gross Domestic Product (GDP), in Libya from 2007
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to 2022. The research problem stems from the wide-ranging influence of
inflation on various economic sectors and its associated positive and negative
effects. The study's main hypothesis posits an inverse relationship between
inflation and real GDP.

The research adopted a descriptive-analytical approach, utilizing econometric
analysis. A simple linear regression model was constructed and estimated using
EViews software to examine the effect of the inflation rate (the independent
variable) on GDP (the dependent variable).

The key findings revealed that the statistical model was very weak. The low R-
squared value (0.049) indicated that inflation explains less than 5% of the
variation in GDP. Furthermore, the coefficient for inflation was not statistically
significant (p-value = 0.29), suggesting no meaningful impact of inflation on
GDP during the study period according to this model. Diagnostic tests
confirmed the absence of autocorrelation or heteroskedasticity issues,
indicating that the model's weakness was not due to these technical problems.
The study concludes that the initial model is insufficient for explaining the
relationship and provides key recommendations for future research. These
include enhancing the econometric model by incorporating other influential
variables (such as foreign direct investment, unemployment rate, government
expenditure, interest rates, or the export-import ratio), employing different
statistical models, analyzing time lags, and conducting a sectoral analysis to
gain a more comprehensive understanding of inflation's impact on the Libyan
economy.

Keywords: Inflation - Economic Growth - Gross Domestic Product - Libyan
Economy - Econometric Analysis
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Dependent Variable: LOG(GGDP1)
Method: Least Squares
Date: 03M6/25 Time: 09:30
Sample (adjusted): 2000 2023
Included observations: 24 after adjustments

Yariable Coefficient Std. Error t-Statistic Prob.

LOG(MF1) -0.480802 0449978  -1.068500 0.29649

c 2022873 0.793717 2.808508 0.0010

R-squared 0.049335 WMean dependentvar 2283501
Adjusted R-squared 0.006123 S5.D. dependentvar 1.910510
S.E. of regression 1.904653 Akaike info criterian 4 206132
Sum squared resid 79.80943 Schwarz criterion 4 304303
Log likelihood -48.47358 Hannan-Cluinn criter. 4 232176
F-statistic 1.141692 Durbin-Watson stat 1.385310

Prob(F-statistic) 0.296880

Heteroskedasticity (bl @l axs Lid)

Heteroskedasticity Test: Breusch-Pagan-Godfrey
Mull hypothesis: Homoskedasticity

F-statistic 2647872 Prob. F(1,22) 0.11749
Obs*R-squared 2878273 Prob. Chi-Square(1) 01083
Scaled explained 55 2544896 Prob. Chi-Square(1) 01107

Autocorrelation (33 bl ¥ Lai)

Breusch-Godfrey Serial Correlation LM Test:
Mull hypothesis: Mo serial correlation at up to 2 lags

F-statistic 1.022058 Prob. F(2,20) 0.3779
Obs*R-squared 2225483 Prob. Chi-Square(2) 0.3287
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Series: Residuals
Sample 2000 2023
Observations 24

Mean -4.53e-16

Median -0.263438

Maximum 4. 278508

Minimum -3.718637

5Std. Dev. 1.862787

Skewness 0.635675

. . Kurtosis 3.348353

(1] -- - 1.738278

-4 -3 -2 -1 0 1 2 3 4 5

W wn o |

=R

larque-Bera
Probability 0.419292
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