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Extended Abstract
Introduction Achieving full employment as a long-term goal has been emphasized in the system's

twenty-year vision document, and for this purpose, part of the goals, policies and measures of the country's
development programs should be in accordance with the labor market goals in the vision document. In this
research, the estimation of the optimal unemployment rate corresponding to the full employment of the labor
force in the economy of Iran for the years 1369 to 1400 and the impact of human force (NEET) on
unemployment were discussed.

Method To estimate the natural unemployment for Iran, the selection model of Gordon and George Perry
(1966) which is used for the American economy is used. These two economists estimated the natural
unemployment rate using the Phillips model including expectations. To estimate the expected inflation rate,
GMM (Generalized Moments) method has been used. The reason for this is the presence of one and two
inflation breaks that appeared on the right side of the model. In such a situation, ordinary least squares
method is not a suitable method and GMM method should be used. Phillips curve estimation, consumer
price index model (paroxysm of inflation rate) is specified as follows:

LCPI= 3, (1/UN)+ ,LAPL+3.CPIE+DUM+¢,

The variables of the research model are considered as semi-logarithmic and are as follows, LCPI: Logarithm
of Consumer Price Index, UN: Unemployment rate, LAPL: Labor productivity logarithm, CPIE: Expected

Inflation, DUM: qualitative variable of sanctions, £;: the rest of the disturbance sentences.
Table 3. Estimation of Phillips curve by GMM method (generalized moments

Variable CPE5 1/UN LAPL DUM
Coefficient 0.27 14.3 -0.54 0.24
Prob. 0.0004 0.0000 0.0000 0.0000
R-squared 0.99 J-statistic | 4.64736 Prob(J-statistic)

Next, to estimate the natural unemployment rate (NRU) in Iran, the estimation of the Phillips curve model
is used in Iran. To calculate the natural unemployment rate, the inverse coefficient of the unemployment
rate in the Phillips curve model is divided by the productivity growth rate in Iran. Therefore, first, the
unemployment rate for the years 1369 to 1400 is calculated. In the years 1368 to 1394, the average annual
growth rate of labor productivity was about 1.42%. In this research, due to the lack of information, we
consider the productivity growth rate for the years 1369 to 1400 to be equal to 1.42. Therefore, the natural
unemployment rate (NRU) is calculated based on the following equation about 10.1%. In the end, the
following quadratic regression model was used to estimate the optimal unemployment rate. Among the
factors affecting unemployment is the consumer price index. This variable has an inverse relationship with
the unemployment rate based on the Phillips curve. Other variables considered are production, government
construction spending, investment, real minimum wage. The optimal unemployment rate (ORU) is
considered a function of the following variables:

UNt= f(LCPIt, LGDPRt, LWRt, LIt, LNEET?)

The variables of the model are defined as follows, CPI: Inflation rate based on consumer price index, UN:

Unemployment rate, GDPR: Real gross domestic product, WR: Real minimum wage, II: Investment,
NEET: People over 15 years of age who are inactive. These people are not studying, nor are they
acquiring skills, nor are they among the people who were looking for work and did not find a job

Table 1. Phillips curve estimation by OLS (ordinary least squares) method

Stable Economy Journal, 2024; 5(3): 85-105



Estimation of the optimal unemployment rate 87

Variable LGDPR LGDPRA2 | LNEETI | LNEET*2 | LMWR | DUM LM\;VR" LCPI LCPIA2 LIl LIIA2

Coefficient | -7.23 0.211 -1.322 0.205 9.38 | 0.07 | -0.296 | -0.39 | 0.016 | -1.1 | 0.04

Prob. 0.0046 | 0.0469 | 0.0458 | 0.0216 | 0.017 0.((3)4 0.0034 | 0.04 | 0.0071 | 0.0 0.39
R-squared | 0.8544 | F-statistic 10.;354 Prob(F-statisgc) 30.000000 ° D-W 1 .08797289

Results : The natural rate of unemployment should be a smaller number than 10.1%. There are various
reasons such as the stickiness of wages (due to the existence of laws and regulations governing the labor
market) and the lack of mobility of the labor force between jobs and activities to increase the natural rate of
unemployment. has it. Also, the high natural unemployment rate actually indicates that an important part of
the labor force is not included in the production cycle due to the institutional problems of the labor marketAs
it is clear from the results of table (2), the variables of the model are significant and the coefficients of all
variables are in accordance with the theories. The optimal unemployment rate can be calculated based on
this estimate. According to the results of the derivation of the values of the equation, the optimal rate of
unemployment in this period in Iran has been estimated as equal to UN=7.65

Conclusion: Therefore, if Iran's economy is in the best condition and if the favorable conditions for the
variables influencing the unemployment rate are imagined, then the unemployment rate will be lower than
its natural unemployment rate. The placement of the economy in this position requires certain requirements.
In order to reach the optimal unemployment rate, it is necessary to consider measures in the field of labor
force employment. For this purpose, increasing economic growth and creating new job opportunities to
create employment and employ educated and university personnel should be among the main goals of policy
makers. Also, adopting policies to improve foreign trade , which means using foreign capacities to export
domestic goods and services, and in contrast to using import capacities to introduce knowledge and
technology with the aim of increasing domestic production capacities (along with increasing the scale of
production) should be the key focus of the policy and Economic investment of the country. In addition, the
impact of the workforce (NEET) on unemployment and of course on economic growth was investigated,
which should be considered by policy makers.
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