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Abstract : This study discusses the problems of both unemployment and inflation in the areas of the
Palestinian National Authority, compare with the West Bank and the Gaza Strip separately, during the
period (1997-2019). This study aims to show the strength of connection between unemployment and
inflation in whole Palestinian economy, and the economy of both the West Bank and Gaza Strip,
separately, highlighting the results of the most important statistical tests (F, T, DW, ARCH, LM, Godfrey
Breusch- Pagan, White) between unemployment and inflation in the Palestinian economy as one unit,
compared to the economies of the West Bank and Gaza Strip separately. This study measuring the
surprising effect of the “Granger” causality between unemployment and inflation on the Palestinian
economy as one unit; compare to the economies of the West Bank and Gaza Strip separately. The study

found the possibility of applying the Phillips curve to the Palestinian economy in general, and both parts
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of the West Bank and Gaza Strip, and the existence of the inverse relationship between inflation rates and
unemployment rates. The cost of reducing unemployment is a very high inflation rate. The inflation
situation in the Palestinian economy in general, and in both parts of the West Bank and Gaza Strip, is
based on the superiority of aggregate demand (AD) over the overall supply (AS) of goods and services

needed by members of the Palestinian community.

Keywords: Unemployment, inflation, Phillips curve, employment.
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Null Hypothesis: Lags Obs F-Statistic Prob.
LN INF does not Granger Cause LN U 1 22 6.050 0.023
LN U does not Granger Cause LN INF 0.012 0.913
LN INF does not Granger Cause LN U 2 21 2.527 0.112
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Breusch- Heteroscedasticity
Variable Coeff. Prob. D.W R? F R 2 Godfrey LM Tests
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Null Hypothesis: Lags Obs F-Statistic Prob.
LN INF does not Granger Cause LN U ; - 0.113 0.740
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Null Hypothesis: lags Obs F-Statistic Prob.
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