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Abstract:

The main aim of this study was to estimate inflation threshold in the Libyan economy
during the period 1970-2019. In addition, it aimed to investigate the nature of relationship
between inflation and economic growth. In order to achieve its objective the study adopted
TAR model. The study findings showed that inflation threshold in Libya is 0.01731234.
Moreover, it indicated a negative relationship between inflation and economic growth
above the selected threshold.
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GDP GCF POP INF

Mean 0.046281 0.060239 0.19106 0.068996
Maximum 0.889384 1.908402 9.190203 0.409231
Minimum -0.49968 -0.60373 -0.89695 -0.25113
Std. Dev. 0.203381 0.346845 1.305251 0.127903
Jarque-Bera 110.9931 515.3547 4424.169 2.642835**
Observations 50 50 50 50

** Normally distributed at 5%.
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GDP GCF POP INF
ADF -8.218285** -6.582631** -7.610858** -6.920993**
PP -8.148406™** -6.583047** -7.610858** -6.933276**
ZA -9.678703** -7.722831** -8.749057** -8.099025**

** Stationary at level (5% significance level).

tolll SLaBY) B adail) dde ks
Bai-Perron test of L+1 vs. L sequentially loal it (3) A8, Jull Jsaal)
o Ll e oy o (e cadumill dsie dgag sae LAY aadiy 3 cdetermined thresholds
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Threshold Test F-statistic Scaled F-statistic Critical Value**

Ovs.1* 7.300611 29.20244 16.19
* Significant at the 0.05 level
Threshold values:
Sequential Repartition
1 0.01731234 0.01731234
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Variable Coefficient Std. Error t-Statistic Prob.

INF <0.01731234 -- 18 obs.

GCF 0.162861 0.068032 2.393894 | 0.021214

POP -0.06566 0.155022 -0.42357 0.67404
INF -0.33391 0.523778 -0.6375 0.527261
C -0.0098 0.041531 -0.236 0.814581

0.01731234 <= INF -- 32 obs.

GCF 0.728065 0.109251 6.664142 0.0000

POP -0.01182 0.015613 -0.75736 0.4531

INF -0.7034 0.235501 -2.98685 0.0047

C 0.124313 0.041057 3.027823 0.0042
R-squared 0.59492 Mean dependent var 0.046281
Adjusted R-squared 0.527406 S.D. dependent var 0.203381
S.E. of regression 0.139815  Akaike info criterion -0.95134
Sum squared resid 0.821027 Schwarz criterion -0.64542
Log likelihood 31.78362  Hannan-Quinn criter. -0.83485
F-statistic 8.811882 Durbin-Watson stat 2.096259

Prob(F-statistic) 0.000001

aiad Lo cualy 38 Adjusted R-square dds «R-square ied o X Jeaall DA e iy
selan) o Gl ity (Cand) ol puaial Al ghae Ao paa 3508 Jich Al o2a <0.527406 5 <0.59492

pe A i Lld 1agls (2 A8 e [ duf A5 ¢2.096259 wied L maly 3 Durbin-Watson
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Test Result
JB normality test 0.646505**
Breusch-Godfrey Serial Correlation LM Test 0.364420**
Heteroskedasticity Test: White 27.82587**
Ramsey RESET Test F statistic 3.878919**

** P-Value more than 5%.
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