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Abstract:

This study aimed to measure the impact of trade openness on
government spending in Libya during the period 1990-2020, in the
context of a rentier economy and fluctuating oil revenues. An
autoregressive distributed lag (ARDL) model was adopted to test
the long-run relationship between the variables using a bounds
testing approach. The study results revealed a long-run equilibrium
relationship between the degree of trade openness and government
spending, with an error correction coefficient of -0.13
demonstrating a partial speed of adjustment of imbalances toward
equilibrium. The estimation results indicate a significant positive
effect of trade openness on government spending, with an elasticity
of 0.88, supporting the compensation hypothesis, which assumes
that governments in open economies tend to increase public
spending to protect the economy against external shocks. The study
recommends aligning public finance policies with shifts in
international trade to ensure the sustainability of public spending in
a highly volatile economic environment.

Keywords: Trade openness, government spending, ARDL model,
compensation hypothesis, cointegration.
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o alBle g 05 of masall e sl SN sl clpria of ) kil
dplesll 8 381 Gyl e b U8 ) ohetall Jogsd @ a8 b
tob LS sa culidl) (ol ) g sl il (KAl . alal)

Ln GOVt = BO + LnBlTOt + I“I‘t (2)

(ARDL)g gall cladld M) jlaai¥) £ igal cags

A bl s aadn s Gl Gl e (plaall Zbay) b paal
On 3D Jilail (ARDL)  dejsall elal¥) el SA) Jaail) z3gai aladiud
L e Las cdibalaall cilpriall JIa) ez dgail) 138 ddiny . ilprial)
Pesaran ) J& (e zisall 1aa ok 2 Aahaa) cufpina) o Al clysll)
Sy e AdalSia 5% 28 Al clpiall Jolas miy G (et al., 2001

(1) 51(0) Jie i

Al Gl Qs 3 (UECM) sl ye Uadl) s 7 390 p2dind)

)y A Ylad 23l 2a il Bph e i Gl ) el lly 8 L
cbid) Gn Ja¥) Alighag Byl oyl

& i Al ¢ (Bound Test)agaall jladl alads ol S8l sda ladl) o

Line A6l ian] Aed o HLAsY) 13a adiey i) o i dd) JalSll s
LAY Ak ADle s culS L 1) aaaty mitll 43lad(F-Stat)

s dolxall of e et (HO) Ljall Lcapil) 1 gy LS b jil) A2 b o

(b Do gl ¥ dalaal) () s (H1) Bbd) Zopdll Lty ¢ (b = 0) e
Lacail) (b i cdapal) Ll jslams F-Stat 1 Lsuaall dodll cul< 13 0).
Ainal) Slpal) g oY) ALsk ADle ssag ey Les il

By i Bl a2 3gaill aladn al oS il e sl gigall) ks
24 Lrall 33g i) JaY) Al

A(Y) =c+AYq + BXeq + X1n1aA (Yemy) +
iz032 A(Xe—i) + 1y (3)
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A Gl A e

bl asll Jise o

O A e Aol caldall il Ll aaall JAS men e

2l il Al il il

GV adll JaY) eladl e Digiall e il) a (A) Wadd) oot dales yined
2V 3 sl aa gl ) Bagad) dal (e Baaly (e Bang (8 Lgmen o oSy
- Jghall

B- 2 et dashll Ja¥) 8 zsaill Cilelaa o

@2 @l 5 et Jushll daY) Glalas o

2 dd 3ap ool e

B2 3 Jladal) Uadll o

AG = ¢+ AG;_1 + BTOi_1 + X1=,a,A(TO,_) +
Yizod A(TO) + (4)

rpiiall dghiad JLad) 9

(Dickey—Fuller, 1979) ¥ — < JLad) : Y
DLl Wyl (e b VA ) Gaag A @hlaY) (e el aag
dalas PIA (e A die) Al Al paail HLad¥) 18 aadiiag L jleé S
calall oladV) A0 25as
(Philips—perron, 1988) pp Oguy (uulid jLad): Lilh

38l ) SLasY1 13 Caagy . lsdy (S0 Ailan alee ¥ a3
ke cpa eUadll cpls Cadlaa)

dyidall Jalsil) Las)
13) 2 Adgand) Aadll e HSIT Ay cnal) Aol culS 1Y) e aall Ay ajill by
el (a0 manil Laghy ¢l ¢ Adgand) el G S T Augunall dall il
Alabs (368 Lavie D00 & 48 Candy BWma 538l laai¥) (9o ¢ Ul
Shie) oSa JalSill Apglia X, Yt e IS iy (RS Byae A5l

L)) Cualy dagaa bl
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Giagl) cfprial Lidagl) duilasy) Gailadl)
Coelil. Cnll clpiial dstagll Aglany) pailiadl) aal (3) ) Jsaadl as
LYl ey, (GOV) (oasSall G ol lail) dai of bl

. (TO) salai®y)
el Ludiagl) <l glaayl: (3) Jesa
Gov TO

Mean 9.526636 -0.483278
Median 9.908654 -0.607887
Maximum 11.08782 0.147989
Minimum 7.646019 -1.067986
Std. Dev. 1.166350 0.336813
Skewness -0.304147 0.183724
Kurtosis 1.496087 1.826219

EViews 10cls ia e alaie) Gl dlae) (e @ jdaall

GSlhe Cihatl 9.53 sai aly o sSall Gy lavigia of dilan) il cjehs
— s s ol Y] Al L gie Ll ) 523 SUB ey ansisig < 1.17
gl ad iy bl e ol 4nisis <034 (glare sl 0.48

coraal) misl g 83 B sl o ) gppeaiall SIS dadiiall

Gl piial Al Judlad) i LIS .1

Anleslll JAa] aay Aol Jae i)l Jedludl g Liadlh agts c3ghadll oda sy
& baeld Al sasgll Hia Gl (e (page Y ccilpiall o ekl
(ADF) shall g S 5Lad) Lea hlaa¥) o) ALl ) il Ay

- (PP)Ossn psld Hlaals

JbEy (Unit Root Tests) sassll jia cl)lad) it (4) a8 Jgaad) mas
ka1 J slaaayl ad of J) gl s aad) clysnad dpiegll dwdlul
%.0 Lsindl (sgine xic da ) adll Helaws JPP ADF

Lae cLajglad a3 a8 dajall aadll of HLaa¥l ekl (oY1 @l 3al aey celld aas
Lsinal (G5ine N Byfune Cinpal Gnill Sy dedl Al W of e Jy
(1) Y Al e cibariall 38 JalSs o) Jodll (S ¢ Sy %1
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i) (giaial duial) Aleubaad) dg i geiliic (4) Jsia

A Al (5 $isdl sl f.::y\
non b a non b a
e = = ADF-
6.7455- 7.5531- 7.7442- 1.3909 | 1.3634- | 1.5593- : :
I(1) stat LGOV ADF
0.000%** | 0.000%** | 0.000%** 0.9555 0.5865 | 0.7851 Prob :
1(1) 5.3928- 5.2939- 5.2302- 0.7698- | 1.5756- | 1.5838- | pp-stat LTO
I(1) [ 0.000%** | 0.000%** | 0.001*** 0.3743 0.4824 | 0.7755 Prob
50 o5 g5 s | B2
non b a non b a
ADF- ;
1) 7.4319- 7.5704- 7.7442- 1.7577 1.3688- | 1.4068- stiit LGOV
0.000%** | 0.000%** | 0.000%** 0.9784 0.5839 | 0.8382 Prob Pp
1) 5.3928- 5.2939- 5.2302- 0.7698- | 1.6326- | 1.6662- | pp-stat LTO
0.000%** | 0.000%** | 0.001%** 0.3743 0.4541 | 0.7412 Prob

25 NoN ¢ Lad alali e ging Jlaad) Ja3 D ¢ ale sladly phald e gy HlaaiN) i a
%5 dgine (S5iss die (Gyine i ¥ cale oladl Yy plld Lo (gging Y laaiY)

%10 dgins (Giune Yo (s5ina a3 *¥

EViews 10clsjie e lalde) ¢l slag) (he :jdaall

e o ashl) Wiy (LTO ) 5 (LGOV) yibedadl jhitiad axe (g aipll e
cdadld) o3¢l IV 3aall 3L g cByiine Lglaaly dusg ) Judlad) )i
a9 pe e (LTO ) 5 (LGOV) ol ll sasgll jia cjliad) mils oS5
O Gibadall o i 138 %10 (e 8 digina grime die Bang 3
LY Al e libelSie Lagal ey Lea ¢ (I(1)) d5Y) G )} e

Chlas) gl st v dnlad) cbuid) Gn e JalS5 35as g BRI
b i bt ol Dlad) 8 sy agies. z3sal (Bounds Test) ssasl)
Lgaal)

cigalll B Lalil Aoy waas 2
aal e alaeVl elliy carall pe Uadll s z3sail 5alill Joha aoany fag
OsS Ol Jlasas ¢« (SBC) 3 s Slanas ¢ (AIC) (SUST Hliaa 1A el

nlaall o3¢ dad B ek (2 il Jola sl y(HQ).
(5) Jsaal) & daage Jia¥) sl Joba lod) das
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L) sl Jgla LAY (AIC) e il ¢ (5) Jsaad

HQ SC AIC FPE LR LogL Lag

3.356476 3.421240 3.326944 0.095488 NA -46.24068 0
0.388104* 0.582395* 0.299507 0.004632 85.88578* 1.657154 1
0.408857 0.732677 0.261195* 0.004482* 7.540159 6.212667 2

EViews 10cls A e lalae) Gl slac) (e 1 jaaal)

e pladid e oy all (ARDL) o jiaall z3gaill as o 42kl oda i
Lo o i 63 g8 i) Zhgall L il a2 (1) 0 (e AiSadl) il
ol Jola Jadl o ) ) e 5z 3gail) il (AIC) SUST jLadl
. AIC juadl Gy ARDL (2) s z3gaill <l puiial

Bounds test sgaal) jLid) aladiub o idal) Jalsil) jlas) .3

@l Mas) aang alall GLaY) o da¥) Alish (jl5s Ao 35ag (g2 Jalal
oV Li€e (ARDL(3) i) i) o aaas aey agaal) HLasl shals asi
A(6) Jsaall & dainse il (ARDL). Layal) g 3saill i

Bounds testygiall jLid) dai :(6) Jsss

Test Statistic VALUE K
F- statistic 3.519834
Significance 1(0) (1)
10% 3.02 10%
5% 3.62 5%
2.5% 4.18 2.5%
1% 494 1%

EViews 10cls ia e lalaie) Gl alac) e i jdaall

D) 3 Gajes (3 (6) Jsaal) i (F-statistics) I dudaall oall juds
il SV aal) 0 e ST ay ¢(3.519834) culS dadl o ) agaal)
e Jao Lo say cpanll dund (i) Wiy ailes <% 10 (g5is die dajall
sl e dai ) Aligh 4mls ADle d5ng e i e JalS5 35 a
B Dl b & esSall Glay) i) il gmi (laall # Y (g il

)yl
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sl Ja¥) clalea i .4
¢ (VECM) aid) je Uadl) s 7350 s il (7) ady Jsaall sy
GAaY) Jed) il ndl a5 ad A0 danda il 1ha sl
iad yein . (LTO) (ola) 2 ¥ sl juaid) (s ;(LGOV)  casSall
Lgina 25 (—0.13) alis o (Al @l ) (ECT) Uadll om o dales
S s gl Aaladll (P-Value) dad gslad Cun %l (ggie die Lilias)
D% Lee o(Adl) a3l sang & seaaidll JaY) eladl (e %13 Jon s

L g ol lsa ) s e 85

omall) Ja¥) Clales pads dali (7) Jgis

sdal) Coefficient | Std. Error | t-Statistic Prob.*
D(G1(-1)) -0.339549 0.159994 -2.122256 0.0439
CointEq(-1)* -0.132538 0.039247 -3.377020 0.0024
EViews 10cls ia e alaie) Galill dlae) (e i jdaall

(1% (ssima xic Agita Lilias) Ligina jeda (—0.13) Ladll moa o Jalas ¢
O Jsl oS (8l - Jgie Uil eam s 390 o (i Lan ellus 5)l) 33
a8V tas Law «JY) aladl b lgnon i (K jeeail) JaY) ladl 00 %13
skl a1 & ol gl )

Cigan Jla & Ol s ) sagall apass & (galai@¥) Z i) 0 a1
Ll @lysie o ) daiil) sda e 5y Ll Sl e 35 Gl a
skl a1 (8 Al ABle Lgly lnta IS dlalSia

tushll Jal) clales jads .5

D) (s JaY) Algh ARl ja il a3 ¢(8) Ay Jsaall DA (e
Wsite Qoshll Ja¥) dales off Zaadlic (LTO) aolill il (LGOV) Jiicadl)
Lt 3 iyl of iy ¢ Jllg %1 (gien e ilona] dugina el
0.16 s> 315 L5 50 ao ¢ asSall YL ol IS&

) Aligh ABall Aok (8) Js»

ekial) Coefficient Std. Error t-Statistic Prob.*
LTO 0.883113 0.236999 3.726236 0.0010

EViews 10l de e lalae) Galidl dlae) (e 1 jaaaal)
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Bl 8 aS il Al @lal ) o o (e Al Aigyall 0 ) Tl
Lol Dl ) kel z3sail) Gaia dnill 0da ety L Lad (A casSall Sl
Ayl 578 DA L 8 Ll 8 oo Gl ()latl ~la) o

S g2 @l ZLaY1 %] Ay e IS O cpy el sda e Bl
O G ells i casSal) LY 8 %088 Jlsa alu slal) uii A i
Lo 8 (o) LY b)) ae A3jee pesSall B

o Wl _an) Yiag Uage sla (lail) 2 a1 Jalra of Al il cipgly
) o ) bl ode g L isaill Apayd daa (e e las cAadiid)
elly Lo 2l Ll (8 asSal) GUY) aas 1aa B ise Shale iar gl
e Al Bl 8 lgagis Lol #a3) pe Algal) Baliiadd il fd
@B palll 1505 A g Allad Ajlat il A5 Gl (gAY Jsl
Ll agi LS asSall aell e 21 aliel (e ans L cdae G i
GUY) ilisa o (el Z i) Hah G AlE e Gigas ehal 89
sl (<8 o sSal

: Jakal) z3galll dadla claal

1 dlsall (bl a5l -1
& Al (gall Cilasall Ayl cilial il ae ARDL dlidas (38155 of iy
o%all = 3saill Blsy b ¢« Jarque—Bera jlodl d miase s WSz dsall uais
L b g
Glilaay) aues S alial (gand I8 £568 ol o (3) &) JCA maagy
Jai ( Jalig%. 1 oo w5 Al Adlany) dadll il (KA b g )
Joall LiSar clin (e - Linssla Tayss s sl of e pas A djieall il
b sl iy Gl L B g 35l JBlso 0
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P Series: Residuals
8 Sample 1991 2020
7 Observations 30
6
Mean 1.57e-15
5 Median -0.014500
4 Maximum 0.540735
Minimum -0.644905
3 Std. Dev. 0.250752
2 Skewness -0.135148
N . Kurtosis 3.191979
(o] - - - - Jarque-Bera 0.137395
-0.6 -0.4 -0.2 0.0 0.2 0.4 0.6 Probability 0.9336091

ol gl il 3) o 2
EViews 10cilsyia o lalael Cunlll slac] (e @ jdaal)

i dsall) allee Agliind JLad) -2
Cilabea ala—waily A hal) 5558 DA 200 ks 6l e z3salll gl e oSl
e Lnaliall chlaa) aa aladnad s ¢ preaill 1Y) Gilalas g ashall JaY)
sl Slasyad S g sanally (CUSUM) sasladll sl ST g gl
Gl SN (A Aacage (p)liAY) (pda mils (CUSUM of Squares). sasladll

(5) 5 (4)

15 R
10 A T

o J\
S5
10 I B
15 Tk

96 98 ©0O 02 04 ©O06 08 10 12 14 16 18 20
cusumMm 5% Significance
CUSUM test jlaa) s (4) J<a

1.4

1.2

1.0

0.8

0.6

0.4

0.2

o.0
-0.2
-0.4

o6 o8 oo o2 o4 o6 os 10 12 14 16 i8 20
CUSUM of Squares ————— 5% Significance
CUSUM 8Q test jlas) =il (5) J<a
EViews 10cilsyia Ao lalael unlll dae] (e @ jdaal)
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Jlae Jals o HLaay! 13e 48l aa] o LD ¢ (CUSUM) jladl alads il
ol ¢ (Kolmogorov-Smirnov) jLaa¥ Lowills Lol saciea) culisl) aaead 420
sl Jloka 480 Jlae Jahy Ll Jlan Las¥) 13l (CUSUM SQ) 45l _as
O M s () Gigaa pae o oSl LKy el e ply sadiedl
oVl Glabea of LS ciudall 558 Jlsh Yl aiab 7 3gail allea (s z 3sall

) 2 Clades pe ST juail

1 laall bl ol sl .1
Sl asag ae A ARCH [laa¥ (9 ) o) Joaall b dlacudl) dail) 5
Aail) ) Taliad @llyg ahall 358 A <l Bl cpls of e Laa AARCH
G Ayl il S 5 DA e Al ¢ LMasanls Alagydl dlaay)
celaay) cpls cld e yan
Heteroskedasticity Test: White )_8s.l! ¢l @l Las) 4555 :(9) de

(test
F-statistic 0979219 | Prob. F(9,20) | 0.4855 |

EViews 10cls ia e alaie) Gl dlae) (e i jdaall

el (AN Bl ladl .2
o Sloall dud ) A3 Lals B (Breusch-Godfrey) laal) dam j do
Qb 5y A saldl) Aoyl s el 303 Lol 3sms p2e ) (10) saad
Ampdll Jeid ) ol lae ¢ LML canls ddasipal) ddlaal) daadll ) fali
L GHlsll S Ll agag pae Je paii Al djpall
Aloll S BLAN) jLas) dai :(10) Jsa

F-statistic 0.663293 Prob. F(2,24) 0.5243
EViews 10cls ia e lalaie) Galill dlae) (e i jdaall

PIEN]
oad 3 gasSall G e oalaid¥) #lay) Qi ) Al o3s i
il cjelsl ARDL! disgie alasiuly élldg 2020 L 1990 e 553l Dl
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Ao Bk pedy Las o asSall LAYy (gal V) L) A8Dle a9
Y

098 a3k @l ) Sl g Ul O Gmagaill A - il
obladl ael iy cdganll Ladl ) daladl aagi 7 La) abajl aed ddsall
O Slaliall oda Auliy Agall a8 L Wlleg ¢ Juall Ggue Slllaiag dae LainY)
o plall Gy a8 3 eiae Apalaily Al BB Jaay Lo L Lgilay) 50L) Dl
il @lldg ¢ asSall aeally ¢ e laia¥) plaall iy dgatll Al ) salal)
iy Lo Wl agSal) (gabeaiy) L) o« (glaill Ll ddasyall halal
dnasland pilgs 4aSas aladl (galaai®) sl ) ()8 cylaill a2g) g 5ol paey
Bale] e W JaY) Byl illiadl (aY) Jall . cipalind) clgall
Z Y (5350 38 ¢ Nl Al ol Balin ) ] (38 o Las clgalam
Al e Jalatl) S ol 13l cpladl g Uadll aas aaa ) paradoxically (gabaisy)
skl a1 (8 il (giune o Glu g o8 adal 2 gl cideliy

O s cingne Allia yimy casSall QY1 digad Ol cpsial) Jill dgag (e
Oo iy Lee 33 el gl ) 5350 paladl ¢ Uadll (pe (@Y1 ) el
DAl 138 Gigan Jlaa) ad AaBY) ik Ciped Lad Galal) g Uadll el
G ang 28 A calalan g Y Dal prigaill A ajh Lo a3l Jel B
eli G gai Sty ¢ asill daatly MK Gl e alall lisy) il
s osfll il gl

A Y e 83l o) Ja) i e Byg yally (el ALY ey Y sl
e o—alaty JaY) Qisha 3l alaie) Joall ey Bl all il o2 cuiaily
a5 Y @il ) o Glecal il Ay e LaaY) Algal) toalae
e o Upasn agh Caganll dnmpid . aill Jha Ja¥) dlisha Y3 )
O Al @) A il Aaga (53 At cadl) Gla) aai o Sarg L el
L) lg—ailad (& (i Jso Bl (8 calall g Uallly dalgall (551
Bpiie dpalle gyl dh @l cpangally due Ly daabills
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el

dLual) aalall .1

gl saill e gylaill ~UaN) i Ll (2024) JAiae adas caila o
ol 3lailly SLaidy) A4ISE Lualal) Aaal) .22019-1990 55l Pla Ll
:536-365 .0 <9 23l eyl dnals — gy

(2021) . el ddae (gyguall ¢ wal dena cgdhe fzh (s cgsall
Lae . (Aed) Shlie¥) (55) Lad & @) sailly (gylall & LY
AlEyy ~ e (srald daals @ el L 238-225 ¢(01)21 &l

e el (el L Cipean (Al yddl)

~1986) 55l b Ll b oladl 3lisY) ok (a3 .(2013) ke plas calle
376-353 .a 35 alad) i dY) cluhall dlas (2010

LuiaY) galal) .2
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