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Oil price fluctuations and stagflation in Libya

Hussen Faraj Alhwij
Department of Economics, Faculty of Economics, Elmergib University
Hussen.Alhwij@elmergib.edu.ly

Abstract

The main aim of this study is to investigate the nature of relationship between oil price fluctuations and
stagflation in the Libyan economy during the period 1971-2020. In order to achieve its objective, the study
utilized HI, PO, EG cointegration tests. In addition, it used TY causality test. The main finding of the study
indicated a negative long run impact of oil price on stagflation in Libya.
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0.161894 1 0 0 >0.2

Cointegration Test - Phillips-Ouliaris

Test statistic Value Prob.*

Phillips-Ouliaris tau-statistic -6.074557 0.0000

Phillips-Ouliaris z-statistic -44.04326 0.0000
Cointegration Test - Engle-Granger

Test statistic Value Prob.*

Engle-Granger tau-statistic -5.959255 0.0000

Engle-Granger z-statistic -41.41465 0.0000
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Variable Coefficient Std. Error t-Statistic Prob.
OIP -0.071986 0.032115 -2.241490 0.0298
C 3.744102 1.490785 2.511498 0.0155
Diagnostic tests
Test type Test statistic Interpretation

Jarque-Bera

3.888968**

Residuals are Normally distributed

No ARCH effect
INo serial correlation

Correlation Q statistic -
Correlation square residuals -

** P_Value 1s more than 5%.
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Dependent variable: STG
Excluded Chi-sq df Prob.
OIP 6.325165 2 0.0423
All 6.325165 2 0.0423

Diagnostic tests

VAR Residual Serial Correlation LM Tests
\Null hypothesis: No serial correlation at lag h

Lag LRE* stat df Prob. Rao F-stat df Prob.
1 1.090192 4 0.8958 0.270080 (4, 50.0) 0.8959
2 8.648637 4 0.0705 2.310106 (4, 50.0) 0.0706
3 3.893901 4 0.4206 0.991767 (4, 50.0) 0.4207

\Null hypothesis: No serial correlation at lags 1 to h

Lag LRE* stat df Prob. Rao F-stat df Prob.
1 1.090192 4 0.8958 0.270080 (4, 50.0) 0.8959
2 10.77534 8 0.2148 1.414260 (8,46.0) 0.2161
3 13.71135 12 0.3195 1.185599 (12, 42.0) 0.3243

VAR Residual Normality Tests
Component Jarque-Bera df Prob.
1 8.030395 2 0.0180
2 0.287006 2 0.8663
Joint 8.317400 4 0.0806
VAR Residual Heteroskedasticity Tests (Levels and Squares)
Joint test:
Chi-sq df Prob.
69.11615 72 0.5745
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