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Abstract:

The main aim of this study was to analysing the dynamic relationship
between inflation and economic growth in Libya. Basically, It focused on
the response of these variables to the shocks and testing for causality
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between them. Using annual data for the period1962-2017 the study has
utilized VAR model, IRF, VD and Granger causality test.

The main findings of the study have showed that the response of
economic growth to the shocks in inflation was positive and weak.
However, the response of inflation to the shocks in economic growth was
negative. Moreover, the study results have indicated that the variations in
each variable depend on its variations, more than variations in the other. As
well as, the study results have supported a bidirectional directional causal
relationship between inflation and economic growth in Libya.

Keywords: inflation, Economic growth, Libya, VAR, IRF.
JEL Classification Codes: E31, 042, C22.
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Period S.E. EGR INF
1 0.089565 100.0000 0.000000
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10 0.147509 93.59444 6.405563
Variance Decomposition of INF:
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10 0.063058 2.758763 97.24124
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VAR Granger Causality/Block Exogeneity Wald Tests
Dependent variable: EGR

Excluded Chi-sq df Prob.
INF 3.063591 1 0.0801
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Dependent variable: INF
Excluded Chi-sq df Prob.
EGR 3.885307 1 0.0487
All 3.885307 1 0.0487
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