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Abstract

The unemployment rate and Gross Domestic Product (GDP) are among the most important
economic indicators that understanding their current and future trends can help policymakers
and decision-makers adopt appropriate solutions to prevent crises and improve the
country’s economic situation. Accurate prediction of these two indicators can be useful in
future planning and improving the country’s economy and people’s livelihoods. In recent
years, artificial intelligence techniques and tools, given their many capabilities, can play
a very important role in predicting important economic indicators. Therefore, given the
high importance of the two indicators of unemployment rate and GDP on the economy
of our country Iran, this article intends to first predict these two indicators separately
and then predict the rate of GDP growth based on the unemployment rate using artificial
intelligence techniques. For this purpose, in this research, seasonal data related to GDP and
its components and the unemployment rate for the years 1976-2022 have been used. Also,
machine learning models based on regression have been used for prediction. The results
show that the predictions of the mentioned models have an appropriate accuracy in terms
of evaluation criteria such as root mean square error, mean absolute error, mean absolute
percentage error, which indicates.
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1. Introduction

In recent years, Iran's economy has experienced conditions where unemployment
rates have increased simultaneously with economic growth, or a decrease in
production growth has been accompanied by a decrease in unemployment rates. In
macroeconomics, the Okun's law has long recognized the negative relationship
between the two important variables of economic growth and unemployment rates.
Therefore, the change in direction of these two important economic indicators has
been of interest to some economic experts. The relationship between economic
growth and unemployment rate or employment level is a topic that has recently
been discussed and studied among experts in the field of economics and
employment. Evidence suggests that the relationship between changes in economic
growth and unemployment rates has varied considerably over time and during
economic cycles and differs depending on the country or regions under study. This
relationship is not a constant one, but can vary depending on the time and conditions
of the countries. For example, increased productivity in an economy may lead to a
change in this relationship. The relationship between economic growth and
unemployment rates (or employment) is not a mathematical rule that is always valid
for every economy and every period of time, and there are counterexamples from
other countries indicating the absence of this rule. Although employing labor in
productive jobs and consequently increasing national production is an important
factor in the economic boom of a country and leads to an increase in its economic
growth, factors such as changes in labor productivity and the creation of new jobs

in low-productivity activities can reverse this effect.

Based on the importance of the two indicators of Gross Domestic Product (GDP)
and unemployment rate, this article predicts these two indicators and their impact
on each other using efficient artificial intelligence methods. To this end, the data
from the national accounts and population and employment statistics published by
the Statistical Center of Iran from 1976 to 2022 will be used. It should be noted that
the results of this research can be used by economic experts, the Ministry of

Economy and Finance, and the Ministry of Labor and Social Welfare.
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2. Methodology

In this current article, we aim to utilize important and widely-used machine learning
algorithms to predict the unemployment rate and Gross Domestic Product (GDP)
of Iran. The approach involves implementing each of the machine learning
algorithms in Python programming language. Next, the dataset is split into training
and testing subsets. The training dataset is used to create a machine learning model,
which is then evaluated using the testing dataset. The model predicts the output,
and various evaluation metrics are used to measure the accuracy of the model's
predictions compared to the actual values. In this article, we have employed widely-
used and popular machine learning algorithms that have high accuracy in
prediction. The algorithms used are as follows: Random Forest, GBR, XGBoost,
Decision Tree, KNN and HGBRT.

4. Results and Discussion
After applying the machine learning models to the seasonal dataset between the
years 1385 to 1401, the results of the predictions are obtained as shown in the

following tables (see: Table 1).

Note: Lower values of MAE, MSE, and RMSE indicate better performance of the
algorithm in predicting GDP (see: Table 2 & 3).

5. Conclusions

This article utilizes the capabilities of artificial intelligence, particularly machine
learning algorithms, to predict important economic indicators such as the
unemployment rate, GDP, and their impact on each other. The results of the
predictions in this study demonstrate that machine learning algorithms can
accurately predict these two economic indicators, with the XGBR algorithm
achieving the best results, predicting the GDP and unemployment rate with 99.29%
and 98.3% accuracy, respectively. Furthermore, this article attempts to predict the
GDP growth rate based on the unemployment rate, which machine learning

algorithms still perform with high accuracy, with the XGBR algorithm achieving
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the best results with 96.69% accuracy. The high efficiency of artificial intelligence
techniques in this study suggests that many economic indicators can be predicted
using these techniques, and their utilization by policymakers and economic officials

is necessary for future planning and forecasting.
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Fig. 1: Seasonal unemployment rate from 1385 to 1401 (in percentage).
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Fig. 1: Seasonal gross domestic product GDP from 1385 to 1401.
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Fig. 3: Rate of seasonal GDP growth from 1385 to 1401 (in percentage).
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Fig. 4: Prediction of the seasonal GDP from 1385 to 1401.
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Tab. 1: Performance of machine learning algorithms in predicting the GDP.

Random Forest KNN  GBR XGBR ARIMA DT HGBRT
MAE 25228 36471 13133 12479  5277.5 16419 40723
RMSE 32231 45165 | 27163 | 29455 10944 38610 50812
R*2) 0.9466 0.8952 0.9621 0.9554 0.97 0.9234  0.8673
Score
Accuracy  98.56 97.88 99.26  99.29 92.9 99.06 97.64
MAPE 0.0144 0.021 0.0073 0.0072  1.90 0.0092  0.0233

cnile (6350l (olaein ) o3l a5 345 o odnlie F JSb 9 ) oo I odel Cawdty SleMbl 4y an g5 b
ARIMA e sLaBl ) 4 S cilisen glaJlo 3 (J31 (albU g5 (liee npin 3 (93 €8
MAPE (¢sllas Ll 5l oo 65l cpl 85kl ] o o) opl Csd oyl Buias lis 5 ] (aalio o YU

ool ot ol ol e Canligss oSl plo o )3 Hle o yieS a8 5 I |y +ue o VY 5l lade 5



[y e

&S B> pyiaS g Slazsl YU cda b (ool Colypeds 0 b ol ol S 2gu oo dlasMo Cuand (pl )
bl gl yadls oy 50 Job b Hlade LS cunl 034 ZAVAA lde LKNN o265 & bgsye
slals sy 65 £ ot 2 omdle Sk slapt sl osal Cundds @l e & JSS

(53 ———————— ————— ————— ————— ————— ——————— - .
q T e T e T s e T e T e S R T e X
2 ——————————— ——————————— ——————————— ——————————— ——————————— ——————————— ——————————— ———————————
o
2 2 2z IS s FEEFEFESEEFES2EEESEE LG
cterxEs L s b ins s p SR
= o o I % =S F T > o e A e ; 2
TIRFAIIIALAFAIIIAIE L
] = &) 2 2 B o 2 = = =

ALY G IYAL Jlw 5 (aad (6,80 F 05 )l 3a0 ot i 10 JS5

Fig. 5: Prediction of the seasonal unemployment rate from 1385 to 1401.
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Tab. 2: Performance of machine learning algorithms in predicting the unemployment rate.

Random Forest | KNN GBR XGBR DT HGBRT
MAE 0.43 0.7121 0.1538 0.1993 0.1824 0.8145
RMSE 0.6494 1.004 0.3889 0.4878 0.4533 1.0529
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A
(R"2) 0.7806 0.4758 0.9213 0.8763 0.8931 0.4234
Score
Accuracy 96.27 93.72 98.63 98.3 98.35 92.47
MAPE 0.0384 0.0646 0.0142 0.018 0.0178 0.0715
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Fig. 6: Prediction of the impact of the unemployment rate on GDP from 1385 to 1401

(seasonally).
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Tab. 3: Performance of machine learning algorithms in predicting the impact of the
unemployment rate on GDP growth rate.
KNN
96.48

GBR
96.04

XGBR
96.69

DT
96.33

HGBRT
96.27

Random Forest

96.08

Accuracy
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