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Public spending and its impact on the gross domestic product of
the Libyan economy - A standard study for the period 1970-2014

Aiyoub Mohamed Younis Dr. Majdi Al-Warshafani
Faculty of Economics/University Lecturer at the Department of
of Benghazi/Libya Economics/Faculty of

Economics/University of
Benghazi/Libya

ABSTRACT
The axis under which the research falls: - The economic axis

This research comes to find out the role of public spending in the development
of the Libyan economy through the gross domestic product. The study seeks to
discuss the impact of public expenditures in the Libyan economy on the gross
domestic product and whether the expenditures contributed to the increase in the
gross product as stipulated in economic theory or not? Did the increase in
expenditures and gross domestic product contribute to changing the economic
pattern based on oil, or not?

The importance of research stems from the fact that public spending is one of
the most important tools of fiscal policy to influence the gross national product
and achieve economic development and growth in the country, and to stand on
the fact that the development in total spending was not studied in the manner to
achieve development goals for the country according to a comprehensive plan
for change from the rentier economic pattern and development The country's
economic potential.

The study provides a descriptive approach that analyses the country's economic
situation and the development of spending and GDP during the study period and
clarifies the theoretical relationship between them. In the second part of the
study, we will use the quantitative method by building a standard model to
analyse the impact of public spending on GDP in Libya.
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It was based on the published data of the Central Bank of Libya for the
aforementioned years, and on identifying the most important previous studies
that dealt with the impact of spending on output and development.

The research was divided into four main parts that study the identification of the
nature of the Libyan economy during the different periods of the study period,
and the knowledge of public spending in Libya and the development of the GDP
of the Libyan economy, and whether development spending achieved the
desired goals, and measuring the impact of public spending on the gross
domestic product, and concluding the results and recommendations.

The study aimed to measure the impact of spending on the gross domestic
product of Libya, and whether this spending contributed to real economic
development, by identifying the nature of the Libyan economy and the
development of public spending, and then measuring the effect of spending on
the gross product using the (ARDL) Autoregressive Distributed Lag Model,
Which has been used in many similar studies, and through the results it was
found that there is a positive relationship between the total product and the size
of spending, but as a result of the socialist approach followed in the country as
well as the political and economic instability for the period since 2011 AD until
now, and the accompanying expansion in the management spending at the
expense of spending Development, armed conflicts and the accompanying
destruction of material capabilities, those in charge of the economy were unable
to change the pattern of the rentier economy nor to bring about real development
that creates infrastructure for the development of various economic sectors. The
Libyan economy has become hostage to oil prices and their fluctuations.

The study recommends making use of current events in the work of an
integrated development plan that includes reconstruction and development of
untapped resources in the economy, developing and promoting the private sector
in order to reach a comprehensive sustainable development, and filtering
existing projects and filtering them to see if they are feasible or not.

Keywords:

Public spending - GDP - management spending - development - the Libyan
economy - rentier economy (ARDL method)
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By Leod cllal 3 @5 Al AL ST Aomgdl) sda 3y (g 2356 ¢ (Distributed Lag Model)
(Pesaran & et.al, 2001: 289) T o suxly 546 Loy aJUH) & penidd) o il

AU dagal) By Cb}q.d\ ﬁ.\i&"é Cb}o.j\ el
GDP, = f(G;) (1)
A B = G eyl S Ul = GDP &~
( sk WARDL i, dil e el - Ssy
p—-1

AGDP, = ¢+ By + ) Ay AGei+ 1y ( 2 )

1=1

Sl o Ol il

Sz o Spurious Regression Culfl jusyl @ g sl (oolid 2aadl LSl Ll el &
S 3smy oo aSU (Augmented Dickey-Fuller Judi Jo - Koo jlas) plisaal & 5y 2l
bl 12 2l Lldi 3 Unit Root susl
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Suslais Yo Sulus Y pglel) Eulgall Sl o3P Sladl 3¢/ &lllss)

3GDP ol 0 sy ol ll Sl 2l LS jLaey ADF et s (5) Joadbl o

Uises Lo ol bz YARDL 25 of sy by First Difference J,% 340 we 55 G
Bl oSl 23S elsr ARl e plasend (s (L) JSA) das o i) LSl ailad
Jods gy pde bty &f 42 (V) e s oF (1) oY1 G e ST (0) et e 8300 izl

.(Pesaran & et al , 2001) sl 3,4 we 5z

Dickey-Fuller jlzsi- olpaadl samgl jior st w5 () o) Jsir

ADF TEST
ADF constant included ADF constant and trend included
variables
Level 15tD Level 15tD
* -3.632900 -3.632900 -4.243644 -4.243644
GDP = 2948404 ~2.948404 3.544284 3.544284
Kok 0.8015 0.0007 0.5086 0.0183
* -3.621023 -3.621023 -4.226815 -4.226815
G ok -2.943427 -2.943427 -3.536601 -3.536601
ok 0.9995 0.0495 0.9995 0.0366

*ADF Statistic Value, **Critical Value (5%), **Prob

:Bounds test alusual S5all oK1 las

e p Y Al adly BMe sy e L) of el pally bkl Y Cldas i LS
Sl 2 Blae & feshall bl 3 adly 80y )l b)) piay a8 ) pdall dnp LY Wy (3 gad)

W K el Qﬁgéj\j (sl Gl 3 asls 8Dy gl oda L)L 2k )

Hlﬂi)/o?‘:yliyz:/:o

Pk 2 Al Hpi=yo=y1 =y, =0 1 padizsp

ARDL Bounds test il w5l s (6) Jsid

Test statistic Value K

F statistic 15.93463 2

Bound’s Critical values

Significance 1(0) I(1)
10% 5.59 6.26

5% 6.56 7.3
2.5% 7.46 8.27
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‘ 1% ‘ 8.74 ‘ 9.63 ]

Eviews 11 zab, plasccal oWl Lo e jball

A e g Agest) 2l ofPesaran Joad a A i) ae Bl o) B)lie ks e (6) Jatnl) bl
45l8 BMe ey ASH Azl oda JUby cdysall Slsme | aeF- statistic L VI(1) b cal e
el 2 A ady el B 2y wn WLy zsedl Slpane G Y1 dsb

Pl BLEVly Lyl o) sl oy 831 o (4) o3, S

120,000
100,000
80,000
60,000
40,000

20,000

0]
1970 1975 1980 1985 1990 1995 2000 2005 2010

GDP G
izdsell padlly fsldt frd Sledas puis

) S st Gy Oy (el ) 0l an Bmge By gy plall BLY) OF (7)) Joid) 8 e et
3y 2Ll Sl @ el B b sy i) o LS cislax Y5 sy ¢ 2,41 cal sl G o4
ST aaldisd g Jlay) IS st 5 BLoYL ) cla Y Ol Slgee S e

Byl 23ged Jr Wy Lglall W) Sladas 85 il g (7 ) g

The long-run coefficient estimates based on
ARDL (1, 2) and selected lag based on AIC
Dependent variable is GDP

77 Observations used for estimation from 1970 to 2014

28



2021 Euslais Yy Enpbas Y pslal) Eg il Ensy o3t Els 3 5/ gbadls sl

Variable Coeflicient Std. Error t-Statistic Prob.
C -339.1102 1978.041 -0.171437 0.8648
@TREND 105.5565 115.8569 0.911094 0.3681
GDP(-1)* 0.374842 0.103019 3.638575 0.0008
G(-1) -0.905730 0.169452 -5.345043 0.0000
D(G) 0.758930 0.147226 5.154871 0.0000
D(G(-1)) -1.160652 0.165359 -7.018990 0.0000

Levels Equation

Case 5: Unrestricted Constant and Unrestricted Trend

Variable Coefficient Std. Error t-Statistic Prob.

G 2416296  0.362274  6.669801  0.0000
EC = GDP - (2.4163"G)

Eviews 11 by sl U fas a2l

w gy elm (1) Wbt moas bolesy cslast B¥5 ©l3 oelnd jeadll Y1 Oladas i il U
Sad 5 UL Gl ans Gl o) L Basall e 5 53y bsines Wl sl 0B (gppally @S0 0,2
bbb QU 3wl o Bl a3 Ol pde e Y0374 0B Z3sadl Ma 3y el Y1 3
il el Sl s Sl o) il (3 o) e Y072 01 (6T D072 sl folas 208
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ECMM\W,\&\@;(S)@@&

ARDL Error Correction Regression Dependent Variable: D(GDP) (GDP)
(2,1) Selected Model: ARDL
Sample: 1970 2014 - Included observations: 43

ECM Regression
Variable Coefhicient Std. Error t-Statistic Prob.
C -339.1102 1762.186 -0.192437 0.8485
@TREND 105.5565 73.08006 1.444395 0.1570
D(G) 0.758930 0.133166 5.699110 0.0000
D(G(-1)) -1.160652 0.128081 -9.061858 0.0000
CointEq(-1)* - 0.374842 0.065520 5.721065 0.0000

D.W-=1.644631R%0.720185

F-statistic 19.5246 Prob (0.00000)

Eviews 11 by sl iU fas ot all
z350d! Bl Oyl

Residuals 35! iludw Oylast T

serial  jlasl P e Sl aleka (3 serial correlation ks bl ssry e p i) £
B 05U 3y aASall sda e ale Y g3sedt OF (9) Jobl @ il Sy ccorrelation LM test
025 e ey D05 WV s 2 29 0.362 Lgmad oS o Bugian 8 LS Sl L)
) LLEY A el Y z3sad Ob sm ) )

Jloa=W1 0L dmgtd) oelry Normality test jlasl gib e sl aladed anlal) mjodl jlas) ¢ IS,

e pan g paadl 23 Li Sy (Y05 AV Gt i gt pf ed ay 0.893 wad b e Sl
Lanb Laysd asjee  Blodl alades OF

ides 00 P ) 25 s e et A ol AB Heteroskedasticity .tz ate Ll L
Breusch-Pagan-Godfrey L, ARCH (g)las) o elidy (bt pis il 0 s ¥ 31l
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2 29 Jld Je 0.130 5 0.618 ¢ 0.027 aei ool @) L Sl Jleam Y1 g puad I,

Diagnostic Test aesid ol (9 )Jsd

LM Test Statistics
serial correlation LM = 1.045705 [.362]
Normality = 2.843059[.893]
Heteroskedasticity
ARCH = 0.054872[.816]
Breusch-Pagan-Godfrey - 1.831845[.130]

The Model Stability z3sdl JSa it el @
x5ty « CUSUMCUSUM OF SQUARES gLzt plaszad ¢ z3gadl [Son izl o a5k
S g 53y I e 3y ) S Ll e LAL Cas wiledes SIISH A VL ey £3sed) OF Gl

(5) U2 2 Lscritical bounds %05 ax bt vl sgas (s 1s e VI IST 3Ll

CUSUM Lz plasaanly ) (Koo jfanal Jlas) (5) IS

1980 1985 1990 1995 2000 2005 2010

—— CUSUM 5% Significance
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CUSUM Of Squares Lz plasanl anldll (S Lt les) (6) (K2

1.4
1.2
1.0
0.8
0.6
0.4
0.2
0.0
-0.2
-04
1980 1985 1990 1995 2000 2005 2010

—— CUSUM of Squares 5% Significance

— :@‘u.d\

L)

Y akob asils B spmg L Layjs Asieng Znsll LSl 1 and W cpy ALl il I3 e 9
Y S S e orge B Loy plall BLEYI OF 30l ol ae

Al Vs widy 2,41 il sl GLYI ol eyl 41 sl g0 Ofy 6
ial) eVl Sl Slgine S a3y 2L I (3 pldl BN 156 ey il e LT 0

*

i psvecm (=1) Wbl moeas falasy slam) AYs ©l3 Celnd padll oY1 Olidas 5 wils LT 49
6 A (T 3ld) ol ] 8agall A 5 s sy chginny Wl sl B (59,0015 3SU) OLb, 2
- [ PN NP

Y05 AV Ssin o A5 39 0.362 Lgiad il o Bugiee pé LW Slax V) Jles Vi s o
ekl DL A n 3l Y 2390l O g s el 23 L Sl

o 23y ) S Slulel) e SLAL Gt ailedas SUIS) lEa Vb Cian giged) OF il usTy o
critical bounds %5 ax A1 il sga 515 )Lt VI IST Gl) Kl ¢ 585 S5

oy (el LVl 3 LYl ) &5 sk 3 pled) GLeY1 &1 W cnn Slam V) ol s ey 930
9 bl nd S5y U gl ISaIL Gaos § slaBW) del) OF Y] (s3ladl o Gid o o2 )
BESUEWEN]

— 1Ol

Bserdl Oleg i) Lad V) 33 g
sitial 053 pn mpazeld I slaiVly bl ol 2as 959
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Sy S 2 pall I r BT an iyt s el o0

Lekoryy Lgomaily Aadlall oleg,idl 3l ugrad &3, IV e U IS dlolis Gy dlos Lo Janll 9
sV B3kl el

Sorilly s L ) kel o 3N LS g SO il sy ol pladl) Jo) e fasl) 60
oy B AL e Lo padld dlang diel )

Jodl o 2l agloSyal) leliall 3 sl o0

Bala) olelladl) (olasy 2ol QDN 33y Joad) 0o IS 0 ey (Spedl) BLEYI Lo %9

SE sl IS e dml W Beliall 38l e B3linaVly larlly Laldl e B a ) el plazal)

OlaY) oda 344 Anliey BN ddly Blial vy

&

— S L Crze sl Vg sl Sa — aslasV) o)bl aems ald L 3 i slasYl — 3Lt Ll -1
.+2008

Aoy =2 2016 1970 spal 203 2ul)s — (o528 sadly asSE GV B — 28 ol -2
22018 500 ST aslr jrr o

=23 o= 1995 — L5V aalall — 0MeWly mjsdlly piald dpmald) ) — bl AW toslon — 1 2se 5 =3
28

gl Lagdl Jls — axdle G byl slad¥l ol 3 duls— (gl sladl — W Gpge pd) de wsio — 4
8 o— 2002

sy 2= 2014 = 1999- b @8 wsliasd) s 3id (3 oS BLYI 5 2bles — ()98 3L — 5
110-95,—2016 — 11 sai— jad i dedd drsls 35023

2 o= 1997 sl 3pad el a8l — Sy i 4 @slaiV) oluledl —aned e (bl s - 6

Pl el e JoV1 skl — GUYIy Sbuasdly Wl ) sLaBV e Rdgh Bulys — W e 7
2 2020 sasmdl)l WV L galasYly
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22014 = 2001 s & 2olas¥l and) e iVl oS GV T s =365 ange -2 Je -9
A37 =129 o L1V amsls — 2016 Olsx — 2 508l 7 altl solasV| sdal) wlalys —
Wbt — ) slasYl Al — (ool LuSHly bid) zBly lanl oLl —ais 56 5 — Ladl e 5 —10
T2 22020/2019 JoV1 saadt 09, zally eslid)
psbald a3 ¥ ali— 2 2012 —1999 — 4L (oslas¥l sadly osSH WY G BN — Bl L - 11
290 =71 Lo 2 2015 Jo¥1saal 2 sl 5Lyl
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