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Abstract

This study aims to measure and analyze the impact of oil price
fluctuations on economic growth in Libya, using annual time-series
data from 1990 to 2024. Given Libya’s reinter economic structure,
which relies heavily on oil revenues, understanding the magnitude
and channels of this relationship is crucial for policymakers. The
study uses real Gross Domestic Product (GDP) as the dependent
variable, and oil prices as the main independent variable, alongside
other macroeconomic variables such as the exchange rate,
government spending, inflation, and political stability. Two dummy
variables were also introduced: one to capture the effect of political
instability, and another for the shutdown of oil exports in specific
years.

The Autoregressive Distributed Lag (ARDL) model was employed
to assess both the short-run and long-run dynamics. Unit root tests
showed that all variables are stationary at level or first difference,
justifying the use of the ARDL methodology. The bounds test
confirmed the existence of a long-run equilibrium relationship
among the variables.

The results revealed a significant negative long-run impact of oil
price fluctuations on economic growth, supporting the "Dutch
Disease” hypothesis, whereby overreliance on oil weakens other
productive sectors. In contrast, government spending was found to
be the main positive transmission channel, significantly enhancing
GDP in the long term. In the short run, political instability and oil
export shutdowns were shown to have significant negative effects
on growth, while periods of political stability contributed positively
to output.

The study recommends adopting counter-cyclical fiscal policies,
activating stabilization funds, and accelerating economic
diversification to reduce oil dependency and mitigate the adverse
effects of external shocks.
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Method: ARDL

Date: 07123125 Time: 15:03

Sample: 1991 2024

Included observations: 34

Dependent lags: 3 (Automatic)

Automatic-lag linear regressors (3 max. lags): LMOP LNG LNCPI LMEX
Static regressors: D2011 POL

Deterministics: Restricted constant and no trend (Case 2)
Model selection method: Akaike info criterion (AIC)
Mumber of models evaluated: 768

Selected model: ARDL(1,0,0,0,0)

Variable Coefficient Std. Error t-Statistic Prob.*

LMGDP(-1) 0.383249 0.149294 2 567072 0.0164

LMOP -0.376590 0176050 -2.139101 0.0420

LMNG 0.788490 0.188132 3979623 0.0005

LMCPI -0.198574 0.247016 -0.803891 0.4287

LMEX -0.259126 0.150068 -1.726729 0.09561

Dz2011 -0.355010 0.156592 -2. 267104 0.0319

POL 0.293695 0269985 1.087817 02867

C 1.219420 1.390890 0876719 0.3887

R-squared 0.8960826 Mean dependentvar 10.69020

Adjusted R-squared 0.950279 S.D. dependentvar 0.898168

S.E. of regression 0 200276 Akaike info criterion -0175913

Sum squared resid 1.042875 Schwarz criterion 0183230

Log likelinood 10.898053 Hannan-Qwuinn criter. -0.053435

F-statistic 91.099632 Durbin-Watson stat 1.336080
Prob(F-statistic) 0.000000

*Mote: p-values and any subsequent test results do not account for model

P [t

onlae Gy W) B clady) il lad) o EViews Jie dussll clbaall 8
ot ok e @llyg (Schwarz s Akaike clagles jliee Jie dibise ddlas)
20 bl il eagy Ml JSally L podional) Slaall e JB  Jany (531 & 35ail
pasiad) laall dad J dany (3 z3gail) slaic) Ay ¢lgiy Alaliall & 7 3gad
eiiall sanly ela Aoy ans (31 z3sall 5o o)) 5 (531 7 3sails (AKaike)
SIS g5 dliadl i puaiall el (51 ans Yy (Jaa¥) aall zlill) aal

r Ul IS8 miase 5o WS (1,0,0,0,0)
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Akaike Information Criteria (top 20 models)
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Gy CHLEAY) ey @llia z3sail) i ae ¢ g agaill Auadddl) CLady) e
e Wlsia) axey pailadll and Ol e U 2 3gail) e o L)
lpailiad (andd 35E lgleaty zigall Chdbe i & AN JSUED) (an
ARDL bound test zsail Slsall e (a3 Al @hlaay) G ¢y -(BLUE)
«Heteroscedasticity ¢ulall @li axe jlasly Al oauhll agll Lol
Chate desy JSU oda a9ag8 <Autocorrelation sl Lalayy) laslg
Lok BT Ll o e sl Judl dpals adidsg 338 e (gyreall Cilasyal

bl sl i) e

10

Series: Residuals
Sample 1951 2024
=3

Observations 34
5 Mean -1.42e-15
Median 5.09e-05
Maximum 0.515966
4 Minimui m -0.386565
Std. Dev. 0.177770
2 Skewness 0.219190
-- Kurtosis 3.853776
0 ] [
-0.4 -0.3 -0.2 -0 1 0.2 0.3

.1 0.0 Q. 0.4 0.5 0.6 |larque-Bera  1.304307
Probability 0.520766

Gl bl p35ll (3) 8, J<a

S1(0.520) lasdd ddlaaY) dedl) of Jarque-Bera Llad) zib g paiy
5 sl Alds o e Gaiy (g3l aaal) il by pakais Y JEIL %05 (s
- oraball gl
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padiaal LY s Autocorrelation test (Blall AN BLY) Lad) e
cielas Je Ky oMy Breusch-Godfrey jlidl o AlKad) sl (o 2iSU
canlgll o Sl dajall e SN LYY dsay LAl mavy DLEAY Vg (e Y
3535 s 138 aral) () 138 ¢oUadY) AL sa SLEAY) 13gd aaell (i s
Dkl aladia) oSe DW Jlid) e oy &dlpdall cadl) o 13 Lals))

Al i€ il uiiall 53k a8 35a Alls 8 Breusch-Godfrey

L.,-'i":m Jla ) laal (3) (‘-&J Jdos

Breusch-Godfrey Serial Correlation LM Test:
Mull hypothesis: Mo serial correlation at up to 2 lags

F-statistic 2581864 Prob F(2,24) 0.0965
Obs*R-squared 6.020037 Prob. Chi-Square(2) 0.0493

Breusch-Godfrey laal dsbasy dulaay) dadll of ani @l Jeanll e
GV aaall Gl mby o 5l axe e Lea %5 (e LS 25 0.09 @il
s dad Y Dlais Loy ddadiye ye Al Adlpdall sUad) of o pai
D) ehal &3 3 %5 (e jial a9 0.049 culS Chi-Squarw idlasy
o) JSal) Gag cllulis ddadine e gl (g St 1 Alsall S0 Ll Y) jgena
e ST Q dflany AdlaaY) dadlly laa Liaidic Jalsy¥1 cDleles of 223 (4)
Lol o S BE ) asamg are Ao day Lee il il s xie %5

Drate: 07/23/25 Time: 15:06
Sample (adjusted): 1991 2024
Included cbservations: 34 after adjustments

Autocorrelation Partial Correlation AC PAC Q-Stat Prob™
[ ! ! ! 1 -0.015 -0.015 0.0084 0927
O ! 1O ! 2 -0.103 -0.102 04121 0.814
[ p o ! p 3 0075 0072 0632329 0889
[ ! ! ! 4 0019 0010 06478 0958
O ! [ ! 5 -0.102 -0.088 1.0893 0.955
[ ! [ - ! 6 -0.190 -0.199 26696 0.849
O 1 L 1 7 -0108 -0145 31990 0866
[ ! [y ! 8 -0.196 -0.251 50128 0756
[ ! [ ! 9 -0.049 -0.088 51312 0.823
[ i ! = 10 0236 0.210 7.9699 0632
[ ! [ ! 11 -0.064 -0.061 81913 0695
! po 1 g 12 0048 0048 83178 0760
[ p o [ ! 12 0079 -0.061 86773 0797
[ | g ! 14 0051 -0.069 88371 0.841
[ p o ! P 15 0.069 0.033 914539 0870
[ ! ! ! 16 -0.023 0.003 91825 0906

*Probabilities may not be valid for this equation specification.

sl 30 LLaY) g (4) 8 JSal
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Heteroscedasticity test (dlgdal) Uaill cplis il e jLas)
«Breusch-pagan-Godfrey ,loal s didl sda e aiSll axdiaall HLaay)
paall ajh by 13 Alsdall sadY) (pls ailad ga LAY 13gd aaall (ajds

el Glall @ld aae ol sadY) uls ailad aae 138 e

Cpbal) @l JLad) (4) a8y Jeas

Heteroskedasticity Test: Breusch-Fagan-Godfrey
Mull hypothesis: Homoskedasticity

F-statistic 0.434114 Prob. F(7,26) 0.8717
Obs*R-squared 3.5857970 Prob. Chi-Square(¥) 0.8290
Scaled explained 55 2.868801 Prob. Chi-Square(7) 0.8879

%5 (e ST o5 (0.87) iy HLasdl Ldlaay) Ladl) o and siled) Joaad) (e
el Dadl) on s of eiunty gaal) G pdll (b B Qs Jlallg

Qish i JalS ADle 355 (20 ias 3gaall Clidl) ¢ agaal) fjLasl) .
WDle asag e (F) las) paitng cAliid) cl i) 5 ) und) Gu JaY)
sie dapall adll Lall 3508l e ST F dblias) ded cul€ 136 el i) Jalsil)

cdashll da¥l 8 dljide JalS5 ABle dgag i sl Liginall (S5

agaal) JLad) (5) ad) Joxa
— Bounds Test

Mull hypothesis: Mo levels relationship
Mumber of cointegrating variables: 4
Trend type: Rest. constant (Case 2)
Sample size: 34

Test Statistic Value
F-statistic 7.339349
— Bounds Critical Values
10% 5% 1%
Sample Size 10} 101y | 1(0) 1013 [(v}] 101}
30 2.525 23.560 3.058 4223 4.280 5.840
35 2.460 3.460 2.947 4.088 4.093 5532
Asymptotic 2.200 3.090 2.560 3.490 3.290 4 370
* {0y and I{1) are respectively the stationary and non-stationary bounds.
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3500l e ST a5 (7.33) ado apaall SLadY F dad of asi siledl Joaall (hag
O daY) Al Giide Ll ADke aa g 4 it (%] disine (ggiee die Llal)
Z 35l 8 il (Laieadll) urially Jaa)) sl z30)

Sy dpmpiiall HLEAY) eha) & Lo 1 Ubdld) sl pigad i .
Uadl) pmal z3gad oy agd cApalidlly Ailan) JSLE (e z3salll I3 (e
O il gy NN Jgaally ¢ yuadll JaY) 8 cuiall G A G (53
sl om0

Uadl) raa 7 3gad (6) o) Jgin
— Error Correction

Dependent Variable: D{LMNGDF)

Method: ARDL

Date: 07/23/25 Time: 15:03

Sample: 1991 2024

Included observations: 34

Dependent lags: 3 (Automatic)

Automatic-lag linear regressors (2 max. lags). LMOP LNG LMNCPI LMNEX
Static regressors: D2011 POL

Deterministics: Restricted constant and no trend (Case 2)
Model selection method: Akaike info criterion (AIC)
Mumber of models evaluated: 768

Selected model: ARDL(1,0,0,0,0)

WVariable Coeflicient Std. Error t-Statistic Prob.
COINTEQ* -0.616751 0085116 -7.246004 0.0000
D201 -0.255010 0.109578 -3.229796 0.0029
POL 0.2936595 0071767 4 092337 0.0003
R-z=quared 0.693880 Mean dependent var 0077542
Adjusted R-squared 0674131 S.D. dependent var 0.321302
S E. ofregression 01832415 Akaike info criterion -0.470031
Sum squared resid 1.042875 Schwarz criterion -0.335352
Log likelihood 10.99053 Hannan-Cuinn criter. -0.424102
F-statistic 2512381 Durbin-Watson stat 1.336080
Prob(F-statistic) 0.000000

* p-values are incompatible with t-Bounds distribution.

25 (=0.61) Wadll momas Jalra 3 s Uil i 7 39l i) Jpaall (3
digina (Gfinn Je (Gyina spy cadgia g LS 2algll o jral dalladl) 4iady il
g il U2 b s ) 3l il e %61 o Sle iy %1

) s b
p3e) Daaasl) cpuriall & readll JaY) z3gai & cupgls SN il 5l of LS
Gl (o) Jgin JU)) Jabeo S8 ¢ (il Jsin JUB) sdigas ¢ oasbicd] )]
Flea¥! sl mlil) gas o g ddaial) Jgaall JUs) 4l e J Les ¢(Syinag
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O G Lee ciginag dunge oubiadl LY dalae culSy ¢ padl) daY) &
D) axe oY @iy o Maa¥) o) il 8l G gag bl )|
Rl (e aaal Cijleadll daag 5 ISl 2L al (dll axe e s puland

i) ity ISl U (glénuly U G aas Ji ell

Jushall Ja¥) Cilalaa yas .

dashall Ja¥) 2 48l (7) ad) Jgaal)
— Cuointegrating Specification

Deterministics: Rest. constant (Case 2)

CE =LNGDP(-1) - (-0.610602*LNOP + 1.278456*LNG - 0.321967*LNCPI -
0.420147*LNEX + 1.977166)

— Cointegrating Coefficients

Variable * Coefficient Std. Errar t-Statistic Prob.
LMOP -0.610602 0.306985 -1.888031 0.0562
LMNG 1.272456 0.222011 3.957921 0.0004
LMCPI -0.321967 0387211 -0.831503 04125
LMEX -0.420147 0.264729 -1.587083 01232

C 1977166 1.940820 1.018727 0.3168

Maote: * Coeflicients derived fram the CEC regression.
Aalaa o JaaDlig cdaild) Aalaally bl Jsaall b dainge ighall Ja¥) cilalae
D Lgd bl e o e Lae %10 (i vie disinay Al Lol lad
Ny ol el Cndf) Ll sl 138 sy a5 ¢ Maa) sl il e Al
e ¢ i) ¢ Uadll gas L) asgiy Lhid) lalpy) Ao alaid) slac)
lga i) LSS g Lae del) s qitasill el e alai1 ) dllaally JWal) )
Gl a0 sas @y 25 ¢ eala®¥) gamll iy Jasy calll b Lgihoba i
Lange ilS asSal) GlEY) ddae . Jaa¥) ol il o dadil) e
Dy DSl bl )1 e S Gl Lt %5 dsine (geise ie Ligieas
Dray asSall YD (05S dashall JaY) (8l s Las ¢psine e iyl
DaSToin oY e Maa¥) aall il e lisinall Gl (isal) Lea Ll
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JaY) sk il A s W (L) B B Jiay oosSall GLaY) e
oY) Sl il Bl Capeall e dsine bt ety @) e

gisall) hEiul e

oo Jashall da¥) cilddae il JLasls agii Ga3l) ez dgaill duiind e Skl
SLEsY) Aglany Sl JSEN & 18 ¢ Bl SI psand) Las) Gk
Sse Jishll JaY) e o i 130 g8 %5 Digied) (ssine Ui il
« CUSUM of Squares _lialy CUSUM ladl ehal & HLaal) s c)aYs
t M USA) L daage o LS il il

8

6 _

4 _

2

0 = —_—

2 \
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2018 2019 2020 2021 2022 2023 2024
—— CUSUM —— 5% Significance
dashall Ja¥1 cDllas L)hiay CUSUM sl (5) a8, J<al)
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1.6

1.2

2018 2019 2020 2021 2022 2023 2024

5% Significance

CUSUM of Squares

skl a1 cDlalas &)y CUSUM of Squares laal (6) 48, J<al

sie dajall agaall e zpan ol laal) ddlaal of Bl pald) GdKal (e
Ayl 858 (DI Biae kel z3saill Cilalae o Sia Las %5

A5 clufal aa LlEal)

S bl aliae xa ag€all G ) Y pasads pilll i -1
WY Jiar us il Jlady Jaws¥) Gyall dilaie & dadaiil) Jsal) ol
L) e Dbl Sgall ays WA (e g S dant 1) BLE e sSal)
Gl e b LESE bl Y agads mll) gim Gl -2
o) Gl of X5 )y (Conflict Economies) ghyall cibabuat) Joa dauls)
salll Al SV lal) ga Syl

S bl Y e daludl bl e Auhall s3gd B fSY) Al -3
Aalag] Ao 2a3 Aapead) Slahall e waed) o s B Jaghall (gaall e Jadl
e Sl a2 Lo Tle 0Kl B Slaey) 8 3l il Teee SY) el 8
clad 3 5allal) o3 dgag e T Tl Sl axis 285l 038 () (sailsgll (iapall
A Jss dpala@] Sl dage dudle Ao Caniny 120

ilagilly il
A il illy el Gadlatid S 3l clllas e 2Ly
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On da¥) Al syiee 2l WDl g Jal) Algh Alg Ae g2y -]
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iy ¢ yuall

Lail) el g Uyl 5250 cushall gadl ot (ailsgd panall) Lisall At 2
o Las <0.61% Ay sl M) ol @l galiasl ) %1 Gy
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LAY cleUadll laall e
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Al cleliall deljll) Lbal) pe clelldl 3 i) aads; (Jaal
"ylgal) Lial dila s (Aalidl ccilardl)

) Gyl o 3K e Yar agal) GUIY) BeliS adyy di 2
ki) apldiall gai casSall GEY) g cadiaiall (asSall Caabigill
S e (A caled diian A (dlly old) W) Gl A Al daial)
ughall (sl e alaiall gl
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