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Extended Abstract

Introduction

Unemployment is one of the most significant challenges facing the
Iranian economy. Finding solutions to reduce it is a top priority for
policymakers. Economic growth has been emphasized as a key strategy
for reducing the unemployment rate, a relationship formalized in
economic literature as Okun’s Law. Arthur Okun () 47Y) demonstrated
that unemployment decreases as economic growth increases. This study
applies Okun’s economic model to examine the relationship between
Gross Domestic Product (GDP) and employment in Iran.

Literature Review

Okun’s Law posits a negative correlation between unemployment and
real GDP. While this relationship has been tested globally, its specific
coefficient and stability can vary significantly depending on a country’s
economic structure, labor market policies, and time period. This research
provides a contemporary analysis of this fundamental macroeconomic
relationship within the specific context of the Iranian economy over three
decades.
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Research Methodology

This study analyzes the relationship between GDP and employment trends in
Iran for the period 1991 to 2022 (1404 _1370). The methodology involves
correlation analysis and descriptive statistics synthesis based on the gap version
of Okun’s model. The relationship is tested using three regression models:
linear, quadratic, and exponential, to capture potential non-linearities.

Results

The regression analysis and estimation of the proposed mathematical models
reveal a positive and significant correlation between the movement of Gross
Domestic Product and employment in Iran. This finding is consistent across the
different model specifications, confirming the applicability of Okun’s Law to
the Iranian economy during the studied period.

Discussion and Conclusion

The findings provide strong empirical evidence that economic growth is a
crucial driver of employment in Iran. The study recommends that economic
policymakers should not only focus on policies that foster economic growth but
also ensure this growth is inclusive and job-creating. Furthermore, special
attention should be paid to human resource development, as it will become
either a limiting or an accelerating factor for future economic growth.
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Dependent Variable: EMPLOYMENT
Method: Least Squares
Date: 11/25/23 Time: 08:57
Sample: 1370 1401
Included observations: 32
Variable Coefficient Std. Error t-Statistic Prob.
C 4309.804 768.6290 5.607132 0.0000
GDP 0.002551 0.000130 19.68470 0.0000
R-squared 0.928142 Mean dependentvar 19058.38
Adjusted R-squared 0.925746 S.D. dependentvar 3561.274
S.E. of regression 970.4308 Akaike info criterion 16.65382
Sum squared resid 28252079 Schwarz criterion 16.74543
Log likelihood -264.4611 Hannan-Quinn criter. 16.68418
F-statistic 387.4873 Durbin-Watson stat 0.805785
Prob(F-statistic) 0.000000
Dependent Variable: GDP
Method: Least Squares
Date: 11/25/23 Time: 11:29
Sample: 1370 1401
Included observations: 32
Variable Coefficient Std. Error t-Statistic Prob.
LNEMPLOYMENT 590084.1 22180.72 26.60347 0.0000
R-squared 0.157594 Mean dependentvar 5781979.
Adjusted R-squared 0.157594 S.D. dependentvar 1345052.
S.E. ofregression 1234525, Akaike info criterion 30.92102
Sum squared resid 472E+13 Schwarz criterion 30.96683
Log likelihood -493.7363 Hannan-Quinn criter. 30.93620

Durbin-Watson stat 0.060126
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