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Zakhidov Azizbek Rustamovich
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Abstract: This article presents a systematic review of the theoretical and empirical literature examining the interrelationship
between inflation, economic growth, and unemployment within the frameworks of the Phillips Curve and Okun’s Law.
The study critically reassesses these foundational macroeconomic relationships in the context of job creation and job
destruction, with particular attention to emerging and transitional economies.

The review synthesises classical, expectations-augmented, and New Keynesian interpretations of the inflation—
unemployment trade-off, alongside modern extensions incorporating nonlinearity, asymmetry, and structural breaks
in the growth—-unemployment nexus. It evaluates how macroeconomic instability, supply shocks, policy regimes, and
institutional characteristics influence the stability and magnitude of these relationships over time.

Special attention is devoted to empirical evidence from developing and post-transition economies, where traditional
linear specifications often fail to capture labour market dynamics. The article highlights the importance of incorporating
cyclical asymmetries, business-cycle phases, and structural constraints when analysing employment responses to
macroeconomic fluctuations.

Methodologically, the study adopts a structured analytical review approach, comparing theoretical propositions with cross-
country empirical findings. Job creation and job destruction are conceptualised as macroeconomically driven processes
shaped not only by output dynamics but also by inflation expectations, monetary—fiscal coordination, and institutional
settings.

The contribution of the article lies in integrating the Phillips and Okun frameworks into a unified analytical perspective
that links macroeconomic volatility to employment dynamics. By systematising existing evidence, the review provides a
conceptual foundation for future empirical modelling and policy design aimed at promoting sustainable and employment-
intensive economic growth.

Key words: Inflation; Economic Growth; Unemployment; Phillips Curve; Okun’s Law; Job Creation; Macroeconomic
Stability.

Annotatsiya: Ushbu maqolada Fillips egri chizigi va Okun gonuni doirasida inflyatsiya, igtisodiy o‘sish va ishsizlik
o‘rtasidagi o‘zaro bog'liglikni o‘rganuvchi nazariy va empirik adabiyotlarning tizimli sharhi keltirilgan. Tadgiqotda ushbu
asosiy makroigtisodiy munosabatlar ish o'rinlarini yaratish va yo‘q qilish kontekstida, aynigsa rivojlanayotgan va o‘tish
davri igtisodiyotlariga e'tibor garatgan holda, tangidiy qayta baholanadi.

Sharhda inflyatsiya-ishsizlik ortasidagi murosaning klassik, kutilgan va yangi Keynscha talginlari, shuningdek, o'sish-
ishsizlik o‘rtasidagi bog'liglikdagi chizigli bo‘lmaganlik, assimetriya va tarkibiy tanaffuslarni o'z ichiga olgan zamonaviy
kengaytmalar sintez gilinadi. Unda makroigtisodiy beqarorlik, ta'minot shoklari, siyosat rejimlari va institutsional
xususiyatlar vaqt o'tishi bilan bu munosabatlarning barqgarorligi va hajmiga ganday ta'sir qilishi baholanadi.
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Rivojlanayotgan va o'tish davridan keyingi igtisodiyotlardan olingan empirik dalillarga alohida e'tibor garatilgan bo'lib, bu
yerda an'anaviy chiziqgli spetsifikatsiyalar ko‘pincha mehnat bozori dinamikasini aks ettira olmaydi. Maqolada makroigtisodiy
tebranishlarga bandlikning javoblarini tahlil gilishda tsiklik assimetriyalar, biznes tsiklining fazalari va tarkibiy cheklovlarni
hisobga olish muhimligi ta'kidlangan. Metodologik jihatdan, tadqgiqot nazariy takliflarni mamlakatlararo empirik topilmalar
bilan taqqgoslab, strukturaviy analitik tahlil yondashuvini go‘llaydi. Ish o'rinlarini yaratish va yo‘q qilish nafaqgat ishlab
chigarish dinamikasi, balki inflyatsiya kutilmalari, pul-moliyaviy muvofiglashtirish va institutsional sharoitlar bilan ham
shakllangan makroigtisodiy jihatdan boshqariladigan jarayonlar sifatida kontseptsiyalashtiriladi.

Magolaning hissasi makroiqtisodiy o‘zgaruvchanlikni bandlik dinamikasi bilan bog‘laydigan yagona analitik nugtai nazarga
Filips va Okun doiralarini integratsiyalashdan iborat. Mavjud dalillarni tizimlashtirish orqgali, sharh bargaror va bandlikka
asoslangan igtisodiy o‘sishni rag‘batlantirishga qaratilgan kelajakdagi empirik modellashtirish va siyosatni ishlab chigish
uchun kontseptual asos yaratadi.

Kalit so‘zlar: Inflyatsiya; Iqgtisodiy o'sish; Ishsizlik; Filips egri chizig‘i; Okun gonuni; Ish o'rinlarini yaratish; Makroiqtisodiy
barqgarorlik.

AHHOTauus: B AaHHOW cTaTbe npeacTaBfieH CUCTEMaTU4eckuini 0630p TEOPEeTUYECKOW M AMMAUPUYECKOW NUTepaTypbl,
n3y4aroLen B3arMOCBSA3b Mexay MHMDNALMER, 9KOHOMUYECKM POCTOM 1 Ge3paboTuuen B pamkax kpuson Punnunca
n 3akoHa OkyHa. B wnccrnegoBaHuM KpUTUYECKM MEPEOLIeHVMBAOTCS 3T OCHOBOMOSararoLlme Makpo3KOHOMUYECKME
B3aMMOCBSA3M B KOHTEKCTE CO34aHMsA M COKpalleHus paboumx MecT, ¢ 0COObIM BHUMaHWEM K pasBMBAOLLUMMCH U
nepexogHbIM SKOHOMMUKaM.

B o0630pe cuHTE3MpYHTCA KIacCMYeckue, [OOMOMHEHHbIe OXUOAHUSMUA U HEOKEMHCUAHCKME UWHTepnpeTaumm
KoMnpomucca Mexay nHdnsaumen n 6e3pabotuuent, a Takke COBPEMEHHbIE PACLUMPEHNS, BKIOYAOLWMNE HENTMHENHOCTb,
aCMMMETPUIO U CTPYKTYPHbIE pa3pbiBbl BO B3aUMOCBSI3N pocTa 1 6e3paboTuubl. OLeHUBaETCs, Kak MakpO3KOHOMUYECKas
HECTabMWIbHOCTb, LUOKU MPEANOXEHUS, MOMUTUYECKNE PEXMMbI U UHCTUTYLIMOHASbHbIE XapaKTEPUCTUKA BRMSIOT Ha
CTabUNBbHOCTb M BEMUYMHY STUX B3aMMOCBA3EN BO BPEMEHM.

Ocoboe BHUMaHVE yaendaetca sSMnmMpuyeckuMm naHHbIM K3 pa3BMBaOWKMXCA U NMOCTNEepexoAHbIX 3KOHOMUK, rae
TPaAULMOHHbBIE FUHENHbIE cneuMdukauunm 4acto He MO3BOMST OTpasvUTb OVNHaAMUKY pblHKa Tpyaa. B cratbe
noayYepknBaeTCA BaXXHOCTb y4eTa LUKIMUYEeCKNX acuMMETpUN, das LENOBOro Lukna u CTPYKTYPHbIX OorpaHuyeHnn npu
aHanuse peakuynn 3aHATOCTU Ha MaKpO3KOHOMUYeCcKmne KorneGaHus.

B MeTogonor1yeckom nnaHe B MccrieqoBaHunm UCNonb3yeTcs CTPYKTYPUPOBAHHbI aHaNMTUYECKUn 0630p, CpaBHMBAIOLLIMNA
TEOPETUYECKME MOMOXKEHUA C SMMUPUYECKMMU OaHHbIMM MO pasHbiM cTpaHam. CosgaHue M cokpalleHue paboumx
MECT pacCMaTpuBaloTCA Kak MaKpOSKOHOMMYECKM OBYCMOBMEHHbIE MPOLIECChl, (POPMUPYEMbIE HE TOMLKO AUHAMUKON
NPOV3BOACTBA, HO U UHMALMOHHLIMU OXUAAHUAMM, KOOPAMHALMEN AEHEXHO-KPeaUTHON U DUCKarbHOM NONUTUKK, a
TaKkKe UHCTUTYLIMOHATbHLIMY YCIIOBUAMM.

Bknag crtatbu 3akmiovaeTcs B MHTerpaumm koHuenuun dunnunca n OKyHa B €AMHYI0 aHanmMTUYECKYH0 MepCrnekTuBy,
CBS13bIBaIOLLYI0 MAKPOIKOHOMMUYECKYIO BONATUINBHOCTL C AUHAMUKON 3aHATOCTU. CncTemMaTnsmpysi UMeroLLIMecs AaHHbIe,
0630p obecneunBaeT KOHLENTyarnbHYy OCHOBY AN OyAyLLero SMnMpuyeckoro MoAenupoBaHns 1 paspaboTku NOMUTUKN,
HanpaBneHHON Ha COAENCTBUE YCTONYNBOMY U BbICOKOI(D(EKTMBHOMY 9KOHOMUYECKOMY POCTY.

KntoueBble cnoa: WHdnaumsa; SkoHomudeckuii pocT; Bespabotuua; KpuBas dunnunca; 3akoH OkyHa; CosgaHue
pabounx mecT; MakpoakoHOMUYeckasi CTabubHOCTb.

INTRODUCTION

Overthe past several decades, the interrelationship between inflation, economic growth, and unemployment
has remained central to macroeconomic analysis due to its profound implications for labour market stability,
welfare outcomes, and economic policy design. These variables constitute the core triad of macroeconomic
performance and are closely monitored by policymakers seeking to balance sustainable growth with price
stability and high employment [4], [16]. Both classical and modern macroeconomic frameworks emphasise that
fluctuations in aggregate demand and price dynamics are transmitted to the labour market through adjustments
in employment, wages, and productivity, thereby shaping job creation and job destruction processes.

Historically, the Phillips Curve and Okun’s Law have provided the principal analytical foundations for
understanding these linkages. The Phillips Curve, originally formulated by Phillips [21], identified an inverse
relationship between inflation and unemployment, later refined through expectations-augmented models
that incorporated adaptive and rational expectations [9], [22]. Okun’s Law established a systematic empirical
relationship between output growth and changes in unemployment, suggesting that economic expansions
above potential are associated with declining unemployment rates [20]. Together, these frameworks have
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significantly influenced macroeconomic stabilisation strategies, particularly monetary policy rules and counter-
cyclical fiscal interventions [24], [7].

However, accumulating empirical evidence demonstrates that these relationships are neither structurally
stable nor universally linear. Structural breaks, supply shocks, evolving inflation expectations, and policy
regime shifts have altered both the magnitude and direction of the inflation—unemployment trade-off [15], [11].
The New Keynesian Phillips Curve further reconceptualised inflation dynamics by emphasising forward-looking
expectations and real marginal costs rather than simple unemployment gaps [10], [25]. Similarly, empirical
studies of Okun’s Law reveal considerable cross-country heterogeneity, time variation in coefficients, and the
presence of asymmetry and nonlinearity in output—-unemployment responses [1], [13], [8].

Revisiting these frameworks is particularly important in emerging and transitional economies, where
labour markets operate under structural rigidities, sectoral imbalances, and ongoing institutional transformation
[6], [23]. In such contexts, output growth may not generate proportional employment gains, and inflationary
pressures can coexist with persistent or structurally embedded unemployment. These dynamics challenge
conventional interpretations of both the Phillips Curve and Okun’s Law and underscore the need to examine
how macroeconomic fluctuations translate into labour market outcomes under conditions of structural change.

Recent global shocks—including the global financial crisis, prolonged episodes of economic policy
uncertainty, geopolitical tensions, and the COVID-19 pandemic—have further exposed the fragility of
traditional macroeconomic relationships [3], [12]. Empirical research increasingly documents asymmetric and
nonlinear responses of unemployment to output shocks, with downturns exerting stronger and more persistent
labour market effects than expansions [17], [18]. These findings highlight the limitations of static and linear
specifications and reinforce the importance of incorporating expectations dynamics, institutional settings, and
cyclical asymmetries into macroeconomic—labour analysis.

Despite the extensive body of theoretical and empirical contributions, the literature remains fragmented
across competing paradigms and methodological approaches. Some studies concentrate on short-run inflation—
unemployment trade-offs [11], while others emphasise long-run growth—employment elasticities [14], [1].
Research incorporating structural breaks, nonlinear modelling, and regime shifts often develops independently
from traditional macroeconomic frameworks. Consequently, there is a need for a systematic and integrated
reassessment of the Phillips and Okun relationships within a unified macro-labour perspective.

This article addresses this gap by conducting a structured review of theoretical and empirical research
on the inflation—growth—unemployment nexus. It synthesises classical, expectations-augmented, and New
Keynesian interpretations of the Phillips Curve with modern empirical evidence on Okun’s Law, including
asymmetric and nonlinear specifications. Particular attention is devoted to understanding how macroeconomic
instability and structural conditions influence job creation and job destruction, especially in transitional economic
environments.

The object of the study is the macroeconomic relationship between inflation, economic growth, and
unemployment.

The subject ofthe study is the set of theoretical mechanisms and empirical regularities linking macroeconomic
fluctuations to employment dynamics.

The aim of the article is to systematise and critically reassess existing theoretical and empirical research
on the Phillips Curve and Okun’s Law in order to clarify their explanatory power for understanding employment
dynamics and job creation in modern and transitional economies.

LITERATURE REVIEW

Research on the interrelationship between inflation, economic growth, and unemployment has evolved
substantially over the past several decades, reflecting sustained interest in understanding how macroeconomic
fluctuations transmit to labour market outcomes. Early empirical work by Phillips identified an inverse
relationship between wage inflation and unemployment [21], later extended to price inflation and formalised
within expectations-augmented frameworks [9], [22]. Within this tradition, short-run trade-offs between inflation
and unemployment were interpreted as central to macroeconomic stabilisation policy. However, the long-run
neutrality of money and the role of adaptive or rational expectations challenged the stability of this relationship,
leading to the view that any inflation—unemployment trade-off is temporary and contingent on expectation errors
[15].

The development of the New Keynesian Phillips Curve (NKPC) marked a further refinement of the
framework by grounding inflation dynamics in forward-looking expectations and real marginal costs rather
than simple unemployment gaps [10], [25]. Empirical evidence suggests that expected future inflation plays
a dominant role in determining current inflation, while the slope of the Phillips Curve may vary across policy
regimes and business-cycle phases [11]. Recent studies also document a flattening of the Phillips Curve in
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advanced economies, raising questions regarding the strength of the inflation—labour market linkage under
modern monetary regimes [2].

Parallel to inflation—unemployment research, Okun established an empirical relationship between output
growth and changes in unemployment [20], positing that economic expansions above potential reduce
unemployment rates. Subsequent research confirms the negative association between GDP growth and
unemployment in many contexts [1], yet also highlights significant cross-country heterogeneity in the magnitude
of the Okun coefficient [14], [13]. Evidence from emerging and transitional economies suggests that output
growth does not always translate proportionally into employment gains, giving rise to episodes of “jobless
growth” [6].

A growing body of literature emphasises that the growth—unemployment relationship is neither strictly
linear nor symmetric. Empirical findings indicate that unemployment responds more strongly to negative output
shocks than to positive expansions [8], [17]. Structural breaks, financial crises, and institutional transformations
further alter the responsiveness of unemployment to output changes [13]. These results imply that traditional
linear specifications may underestimate labour market vulnerability during downturns and overstate employment
gains during recoveries.

In transitional and post-socialist economies, macroeconomic transmission mechanisms are further
complicated by institutional restructuring, sectoral reallocation, and regional disparities. Studies of Central and
Eastern European countries show that labour market rigidities and firm restructuring shape the magnitude
and persistence of unemployment responses to output fluctuations [23]. In some cases, output growth has
coexisted with persistent unemployment due to structural adjustment costs and sectoral imbalances [6]. These
findings suggest that macroeconomic expansion alone may be insufficient to generate sustained job creation
without complementary structural reforms.

Recent global shocks have added further complexity to macroeconomic—labour market linkages. The global
financial crisis and the COVID-19 pandemic exposed nonlinear and regime-dependent relationships between
output and unemployment [12]. Evidence indicates that negative shocks generate more persistent employment
losses than positive shocks generate employment gains, reinforcing asymmetry in Okun’s relationship [17].
Moreover, supply-side disruptions have revived debates on stagflationary dynamics, where inflation and
unemployment may increase simultaneously, challenging traditional Phillips Curve interpretations [11].

Institutional design and policy frameworks also influence macroeconomic—labour market interactions.
Monetary policy regimes targeting inflation have altered inflation expectations and potentially flattened the
Phillips Curve [7]. Fiscal-monetary coordination and automatic stabilisers further shape the speed and
distribution of employment adjustment during macroeconomic fluctuations [5]. In emerging economies, weaker
institutions and higher structural volatility may amplify macroeconomic shocks and alter employment elasticity
with respect to growth [19].

Within this broader literature, the Russian and CIS contexts represent distinctive cases due to post-
transition structural legacies, regional heterogeneity, and recurrent macroeconomic shocks. Empirical evidence
from transitional economies suggests that growth—employment linkages may be weaker or more unstable
than predicted by standard Okun coefficients [6], [23]. Episodes of high inflation combined with elevated
unemployment further complicate the inflation—labour market nexus, indicating potential regime shifts or
structural breaks in macroeconomic relationships [15].

Despite the extensive international evidence on the Phillips Curve and Okun’s Law, the literature remains
fragmented across theoretical traditions and empirical methodologies. Studies often analyse inflation—
unemployment or growth—unemployment relationships in isolation [11], [14], while fewer contributions integrate
both frameworks into a unified perspective on job creation and job destruction dynamics. Moreover, nonlinear
modelling, structural break analysis, and asymmetry considerations are not consistently incorporated into
macro-labour analysis in transitional contexts.

Overall, existing research suggests that employment dynamics are shaped by the joint interaction of
inflation expectations, output fluctuations, institutional conditions, and policy regimes. However, there remains a
need for an integrated analytical synthesis that reassesses the Phillips and Okun frameworks within a common
macro-labour perspective. The present study addresses this gap by consolidating theoretical developments
and empirical findings, emphasising nonlinearity, asymmetry, and structural volatility as key mechanisms linking
macroeconomic instability to job creation and job destruction processes.

RESEARCH METHODOLOGY

This article adopts a qualitative analytical research design based on a structured and systematic review
of theoretical and empirical literature examining the interrelationship between inflation, economic growth, and
unemployment. The methodological approach is intended to identify, organise, and critically assess the principal
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analytical frameworks that link macroeconomic fluctuations to employment dynamics, with particular emphasis
on the Phillips Curve [21] and Okun’s Law [20]. A literature-based analytical design is especially appropriate
in contexts where employment outcomes are shaped by complex macroeconomic transmission mechanisms,
expectations formation [9], [22], institutional settings [19], and structural volatility [3] rather than by isolated
microeconomic factors.

The primary methodological instrument employed in the study is a structured literature review. Academic
publications were selected from leading peer-reviewed journals, working paper series, and institutional
research reports in macroeconomics and labour economics. The reviewed studies were organised thematically
around key macroeconomic mechanisms, including: (i) inflation—unemployment trade-offs within classical and
expectations-augmented Phillips frameworks [21], [9], [22]; (ii) output—unemployment dynamics within Okun’s
Law [20], [1]; (iii) forward-looking inflation models such as the New Keynesian Phillips Curve [10], [25]; (iv)
nonlinear and asymmetric specifications of macro-labour relationships [8], [17]; and (v) the role of monetary and
fiscal policy regimes in shaping employment responses [7], [5].

A comparative analytical method was applied to evaluate similarities and differences in macroeconomic—
labour market linkages across advanced, developing, and transitional economies. This comparative perspective
allows the study to assess how institutional maturity, labour market flexibility, structural transformation, and
policy credibility condition the magnitude and stability of Phillips and Okun relationships [6], [23]. Particular
attention is devoted to transitional and post-socialist economies, where structural rigidities and institutional
legacies may weaken or destabilise traditional macroeconomic relationships [6], [19].

The analysis also incorporates an institutional macroeconomic perspective, drawing on insights from
monetary economics and political economy to interpret inflation and unemployment dynamics as outcomes
influenced by policy regimes, credibility of inflation targeting, fiscal-monetary coordination, and labour market
institutions [7], [19]. This approach is used to evaluate how employment protection frameworks, public sector
intervention, and labour market regulation interact with macroeconomic shocks to shape job creation and job
destruction processes. The importance of uncertainty and macroeconomic volatility as conditioning factors is
supported by evidence demonstrating that financial crises, geopolitical instability, and global pandemics alter
both inflation expectations and employment elasticities [3], [12].

In addition, elements of analytical synthesis were employed to consolidate fragmented strands of
macroeconomic research. Rather than treating the Phillips Curve and Okun’s Law as separate empirical
regularities, the study examines their interaction within a unified macro-labour framework. Particular emphasis
is placed on incorporating structural breaks [13], business-cycle asymmetries [17], and nonlinear adjustment
dynamics documented in recent empirical literature [8]. This integrative perspective allows for a more
comprehensive interpretation of employment responses to macroeconomic fluctuations.

Overall, the chosen methodology is appropriate for the objectives of the study, as it facilitates a
conceptually grounded reassessment of classical macroeconomic relationships without relying on new
econometric estimation. By systematically synthesising theoretical developments and empirical findings, the
approach provides a robust foundation for future quantitative research, including time-series modelling, VAR-
based impulse response analysis, and nonlinear specifications of the inflation—growth—unemployment nexus
in transitional economic contexts.

ANALYSIS AND RESULTS

Inflation, economic growth, and unemployment occupy a central position in macroeconomic analysis
because they jointly determine macroeconomic stability, social welfare, and the effectiveness of stabilisation
policy [4], [18]. Contemporary macroeconomics increasingly recognises that employment outcomes are not
determined solely by output expansion; rather, they reflect a complex interaction between aggregate demand
conditions, expectations formation, institutional structures, firm behaviour, and external economic shocks [9],
[22]. In transitional and structurally volatile economies, these interactions are often amplified due to incomplete
institutional frameworks, structural rigidities, and recurrent macroeconomic disturbances, which influence both
job creation and job destruction processes [6], [3].

Classical macroeconomic approaches conceptualise unemployment and inflation through equilibrium
models in which output and labour markets adjust to shocks under price flexibility. Within this framework,
inflation reflects excess demand conditions, while unemployment emerges from deviations between actual and
potential output. The Phillips Curve formalised the short-run trade-off between inflation and unemployment [21],
later extended through expectations-augmented models emphasising adaptive and rational expectations [9],
[22]. These developments highlighted that any inflation—unemployment trade-off is contingent upon expectations
dynamics and policy credibility rather than being structurally stable [13].
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Similarly, Okun’s Law conceptualises unemployment as a function of output fluctuations, linking economic
growth above potential to reductions in unemployment [20]. Empirical evidence confirms a generally negative
association between GDP growth and changes in unemployment, yet the magnitude and stability of this
relationship vary across institutional settings and business-cycle phases [1], [16]. In many emerging and
transitional economies, output growth does not uniformly translate into employment gains, raising concerns
about jobless growth and weak employment elasticity with respect to output [6].

Institutional and policy-based perspectives further suggest that macroeconomic transmission mechanisms
operate through regulatory frameworks, labour market flexibility, and firm adjustment strategies. Under
conditions of economic uncertainty, firms may adjust through wage moderation, labour hoarding, or delayed
hiring rather than through immediate employment expansion. Monetary and fiscal policy regimes shape these
responses by influencing inflation expectations, aggregate demand stability, and investment incentives [7], [5].
Empirical evidence indicates that heightened economic policy uncertainty amplifies unemployment volatility
and weakens the predictability of macroeconomic relationships [3].

Across economies, structural characteristics critically condition the growth—employment nexus. Labour
market segmentation, skill mismatches, and sectoral composition influence how output fluctuations translate
into job creation. Empirical findings show that unemployment responses to output shocks are frequently
nonlinear and asymmetric: negative output shocks tend to produce stronger and more persistent increases
in unemployment than positive shocks generate reductions [8], [17]. These asymmetries imply that standard
linear Okun specifications may underestimate labour market vulnerability during downturns.

Technological transformation and structural change further reshape macroeconomic—labour linkages.
Automation, digitalisation, and sectoral reallocation alter labour demand patterns, potentially weakening
traditional relationships between aggregate output growth and employment expansion. Firm-level heterogeneity
and productivity dispersion increasingly influence employment adjustment, suggesting that aggregate growth
may mask divergent sectoral dynamics [29]. In transitional economies, uneven technological diffusion and
institutional inertia may limit the capacity of growth episodes to generate broad-based employment gains [6].

Beyond structural factors, social and regional characteristics also influence macroeconomic—labour
interactions. Regional disparities, uneven industrial concentration, and sectoral imbalances affect employment
elasticities and may amplify unemployment persistence even during periods of positive growth. Urban
concentration of productive sectors may generate localised employment gains while peripheral regions
experience stagnation, reinforcing spatial inequality in labour market outcomes [14], [16], [24].

External macroeconomic shocks introduce an additional layer of instability. Financial crises, pandemics,
and geopolitical disruptions simultaneously affect output, inflation expectations, and labour demand. Evidence
from the global financial crisis and the COVID-19 pandemic demonstrates that shocks do not produce symmetric
adjustments: employment losses tend to be abrupt and concentrated, while recovery is gradual and uneven
[12], [17]. Supply-side disruptions may also produce episodes of stagflation, where inflation and unemployment
increase simultaneously, challenging conventional Phillips Curve interpretations [15].

In the CIS and broader post-socialist space, transition legacies provide a distinctive context for analysing
macroeconomic—labour linkages. Decentralised wage-setting, enterprise restructuring, and sectoral reallocation
have weakened the transmission from output growth to employment expansion in some cases [6], [19]. Empirical
evidence suggests that firm-level constraints and institutional rigidities influence unemployment adjustment and
may generate persistent deviations from standard Okun predictions [26]. Occupational restructuring and skill
obsolescence further contribute to structural unemployment, particularly during periods of rapid transformation
[6].

Taken together, the literature identifies several recurring mechanisms shaping macroeconomic—employment
dynamics in transitional economies:

* inflation—unemployment trade-offs are contingent upon expectations and policy credibility rather than
mechanically stable [9], [22];

* output—unemployment relationships are heterogeneous, nonlinear, and asymmetric [1], [17];

« institutional and structural rigidities weaken the employment elasticity of growth [6];

* technological and sectoral transformation alters labour demand responsiveness [29];

» external shocks amplify labour market volatility and may destabilise traditional macroeconomic
relationships [3], [12].

Overall, employment dynamics in transitional economies emerge as the product of interacting
macroeconomic forces, institutional structures, and structural transformation processes. By integrating Phillips
and Okun frameworks with evidence on nonlinearity, asymmetry, and institutional conditioning, the analysis
advances a comprehensive macro-labour interpretation of job creation and job destruction under conditions of
structural uncertainty and policy transformation.
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DISCUSSION AND RECOMMENDATIONS

The reviewed literature indicates that macroeconomic relationships between inflation, economic growth,
and unemployment—particularly in transitional and structurally volatile economies—are shaped primarily by
structural and institutional forces rather than by purely temporary or cyclical fluctuations. Across theoretical and
empirical strands, employment dynamics emerge as the outcome of a complex interaction between aggregate
demand conditions, expectations formation, institutional arrangements, firm adjustment strategies, technological
transformation, and external shocks. This body of evidence supports an interpretation of macroeconomic—
labour linkages as operating through institutional transmission mechanisms and structural constraints rather
than through frictionless and mechanically stable equilibrium relationships.

A key insight from the literature is that macroeconomic and policy uncertainty alters employment
adjustment mechanisms more often than it uniformly suppresses labour demand. In more flexible and market-
oriented labour systems, uncertainty is typically associated with stronger cyclical volatility, faster employment
contraction during downturns, and more uneven recovery patterns. In more institutionally coordinated settings,
adjustment may occur through labour hoarding, delayed hiring, selective sectoral support, or fiscal stabilisation
measures. In both cases, uncertainty tends to amplify asymmetries in employment responses, as negative
output shocks often generate larger and more persistent increases in unemployment than positive shocks
generate reductions. This asymmetry challenges the stability of traditional Okun coefficients and weakens the
predictability of growth—employment relationships.

Institutional context strongly conditions these responses. Where labour markets are flexible and employment
protection is limited, output contractions translate rapidly into unemployment increases, reinforcing cyclical
sensitivity. Where institutional coordination, public sector involvement, or sectoral protections are stronger,
employment adjustment may be slower but more uneven across sectors. Selective stabilisation of strategically
important industries can preserve employment in certain segments while allowing adjustment elsewhere,
thereby sustaining structural unemployment or segmentation. These institutional mechanisms mediate the
transmission of both inflationary and output shocks to labour market outcomes.

Technological transformation further intensifies these dynamics. Automation, digitalisation, and sectoral
reallocation alter the composition of labour demand and may weaken the aggregate employment elasticity
of growth. Even during periods of positive output expansion, employment gains may concentrate in specific
sectors or skill groups, while other segments experience stagnation or displacement. As technological diffusion
is uneven across firms and regions, growth episodes can mask divergent labour market trajectories. This
structural heterogeneity complicates traditional interpretations of Okun’s Law and may contribute to observed
flattening of employment responses in modern economies.

Inflation dynamics add another layer of complexity. The literature on the Phillips Curve demonstrates that
inflation—unemployment trade-offs are contingent upon expectations formation, policy credibility, and supply-
side conditions. Episodes of stagflation or supply-driven inflation challenge the traditional inverse relationship,
as inflation and unemployment may rise simultaneously. Under such conditions, the interaction between inflation
shocks and employment adjustment becomes regime-dependent, further weakening linear macroeconomic
specifications.

External shocks—including financial crises, pandemics, and geopolitical disruptions—tend to deepen these
asymmetries rather than produce uniform cyclical deviations. Evidence from recent global shocks indicates
that employment losses are often abrupt and concentrated, while recovery is gradual and uneven. Supply-
chain disruptions and energy price shocks may generate simultaneous inflationary pressures and employment
instability, reinforcing the view that macroeconomic—labour linkages are structurally conditioned rather than
purely cyclical. Moreover, shock exposure varies across sectors, regions, and institutional settings, reshaping
employment structures through pre-existing segmentation patterns.

Across the reviewed strands, several robust patterns emerge:

» employment responses to output fluctuations are nonlinear and frequently asymmetric;

« inflation—unemployment trade-offs are contingent upon expectations and policy regimes;

« institutional structures mediate the transmission of macroeconomic shocks to labour markets;

« technological and sectoral transformation alter the employment elasticity of growth;

« external shocks amplify structural segmentation rather than producing uniform cyclical adjustments.

Overall, the synthesis suggests that the inflation—growth—unemployment nexus in transitional economies
cannot be adequately explained through stable, linear relationships alone. Instead, employment dynamics
operate within a framework shaped by institutional conditioning, structural transformation, policy credibility, and
repeated external disturbances. By integrating Phillips and Okun perspectives within this broader structural
context, the analysis advances a macro-labour interpretation of job creation and job destruction that emphasises
asymmetry, regime dependence, and institutional transmission mechanisms.
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Policy implications

First, enhancing institutional transparency and policy credibility in macroeconomic governance can reduce
uncertainty-driven employment volatility. Clear and consistent monetary and fiscal frameworks strengthen
expectations formation, stabilise inflation dynamics, and improve the predictability of output—-employment
transmission. Credible policy regimes reduce precautionary hiring restraint and support more stable job creation
across sectors, particularly in non-strategic and private segments of the economy.

Second, policies aimed at strengthening the employment elasticity of growth are essential for ensuring
that output expansion translates into broad-based job creation. Investment in skills development, sectoral
diversification, and technological diffusion can enhance the absorptive capacity of labour markets and reduce
the risk of jobless growth. Regionally inclusive development strategies are particularly important in transitional
economies, where structural imbalances may weaken the link between economic growth and employment
gains.

Third, improving labour market institutions and adjustment mechanisms can moderate asymmetric
responses to negative shocks. Active labour market policies, retraining programmes, and employment protection
frameworks that balance flexibility with security can reduce the persistence of unemployment during downturns.
Even incremental improvements in coordination between macroeconomic policy and labour market regulation
may enhance resilience under conditions of volatility.

Fourth, policymakers should recognise that macroe

conomic shocks and inflationary episodes often reallocate employment across sectors rather than uniformly
affecting labour demand. Without complementary structural, educational, and competition policies, such
reallocation may reinforce segmentation, regional disparities, and structural unemployment. Coordinated policy
design—integrating monetary stabilisation, fiscal support, and labour market reform—is therefore necessary to
ensure that macroeconomic stabilisation efforts promote inclusive and employment-intensive growth.

Overall, the literature supports an institutional and structural interpretation of the inflation—growth—
unemployment nexus. Employment dynamics are shaped by the interaction of aggregate demand conditions,
expectations formation, policy regimes, technological transformation, and structural constraints. This integrated
macro-labour framework provides a robust foundation for future empirical modelling and for designing
macroeconomic and labour policies in transitional economies facing recurrent external volatility and structural
transformation.
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