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Abstract

This study aims to analyze the impact of fiscal dominance and exchange rate distortions on economic stability in
Libya during the period (2000—2025), using the Autoregressive Distributed Lag (ARDL) model. The study relies
on annual data covering inflation, the parallel exchange rate, fiscal dominance, and real gross domestic product
(GDP).

The results indicate the existence of a long-run cointegration relationship among the variables. The findings
further reveal that fiscal deficits contribute to higher inflation and exchange rate distortions, reflecting clear
manifestations of fiscal dominance within the Libyan economy.

Based on these results, the study recommends strengthening coordination between fiscal and monetary policies
and activating macroeconomic stabilization tools to achieve sustainable economic balance and long-term stability
in Libya.
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0.0738 32.5 2.4 58.1 8.6 1.48 2009
0.0654 38.2 2.5 62.9 12.4 1.50 2010
-0.1707 45.7 15.9 34.7 7.8- 1.90 2011
0.0958 55.3 6.1 70.5 5.3 2.10 2012
-0.1050 63.8 2.6 55.9 6.7- 2.30 2013
-0.2301 70.4 2.8 50.3 16.2- 2.80 2014
-0.2859 75.9 9.8 48.2 21.7- 3.90 2015
-0.2453 82.7 25.9 49.7 20.3- 6.40 2016
-0.2044 90.5 28.5 51.6 18.5- 9.80 2017
-0.1412 98.4 13.7 53.4 13.9- 6.10 2018
-0.0889 105.7 2.6- 55.8 9.4- 4.20 2019
-0.1532 113.6 1.3 52.1 17.4- 5.60 2020
-0.0189 121.4 2.8 57.3 2.3- 4.90 2021
0.0352 130.8 4.5 59.9 4.6 5.20 2022
0.0129 139.7 5.0 62.5 1.8 5.40 2023
-0.0234 149.5 5.6 65.4 3.5- 6.20 2024
-0.0424 160.2 6.3 68.2 6.8- 6.80 2025

e IMF — International Financial Statistics
e World Bank — World Development Indicators
« UN Data

‘_53:\,335.1.@1\ C'.!\JLAS.I‘)” C\JJ\ (:.1 44.1.&»\&»:} WBA Gladia (1 03¢l LA} Guﬂ\ ALaiay) :\a_uial \SL:J}
IS L ady Al &l ild) Jis (Dummy Variables) 4ws 5 &l paie JS& e sl 23 saill
iyl EY) e o yeall e cila s Ml Saadl i

17 | (AJASHSS): Copyright: © 2025 by the authors. Submitted for possible open access publication under the terms and conditions of
the Creative Commons Attribution (CC BY) license (https://creativecommons.org/licenses/by/4.0/).



2025-2000 5% (Dummy Variables) alSel) <l LS dpea ol 2l (3) Jsa

D2021 D2020 D2014 D2011 )
0 0 0 0 2000
0 0 0 0 2001
0 0 0 0 2002
0 0 0 0 2003
0 0 0 0 2004
0 0 0 0 2005
0 0 0 0 2006
0 0 0 0 2007
0 0 0 0 2008
0 0 0 0 2009
0 0 0 0 2010
0 0 0 1 2011
0 0 0 0 2012
0 0 0 0 2013
0 0 1 0 2014
0 0 0 0 2015
0 0 0 0 2016
0 0 0 0 2017
0 0 0 0 2018
0 0 0 0 2019
0 1 0 0 2020
1 0 0 0 2021
0 0 0 0 2022
0 0 0 0 2023
0 0 0 0 2024
0 0 0 0 2025

e IMF — International Financial Statistics
e World Bank — World Development Indicators
« UN Data

SV 038 Gl 438 zeaa 53 sam aafi Sy HLaSV ol g g s A8l J ) IS (g

Ll & (5 asSl) A4S
Ll A 5 S Al &l LS &) g (4) Jsaa
) rtbad) / (5 3LaBY) iaal)
2011 S Y Gl Elaad g Al 5, 6l
2014 s 5all ) paall A 5 aslyd) ALY
2020 b sl abamiy) e Ll ,alig by, S daila
2021 s sal) Y gatll g Al ) i g3l

A jladlls o se30 <2025-2000 53l A L 8 dlaBV) 5 Llpd) Elan D Gaald) Jilasi + joliaall
ol (53l Sy 5l

IMF — Country Reports

World Bank — Libya Economic Updates

UN Reports on Libya
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) Sl (5o CYMNRY  h5eS addind s of Adl (A ol sall Gopall jeu :BEX; o
Auida o) Alaal) e Ja gaall

Lliall il Gl g ¢ (AN jlanlL) thaull 8 adal) sy Jadll <5l :RGDP, o
anaail) e sl salawmy)

Gl g A LGN @l Y Jis (Dummy Variables) 4)sa &lsia Dy o

2 6 (0) 5 SV i (8 (1) Anl) 32155 (2021 ¢2020 2014 <2011 Jie) Ausl

REX
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Lﬁma»-ﬁ

RGDP <FDM BEX ¢INF :< yusiall sda e K ji Ja¥ Jagh Judadl)

L Ja¥) b 58l g8 da¥) Al sl dalaall & Jai ¥ 2000 ol sy o<1

dpLaisil Olpsially psuaill gu J>U1 dbgb djlgill @Ml juSsi gh 1, Ao, A Ollolzs o

(ECM Uail) raual 73 gad) Ja¥I yauad (431 31 Atlaa (2)
AINF, = By + S B,AINF, ; + S 3AFDM,_; + S 3,ABEX,_; + S 3,ARGDP._; + S 8:ADy + AECM;_; + 1
(UITEN

(Y aad BN bl il I oAl A e

3l 8 JaY) Jysh o)) sl oo A8 Gl sl ey g dladll msiaion :EC M-y @

ALl
U gima s Bl 0585 0 ang) G015l ) 82 gall e o a5 Ul ot Jalaa 1),
(lan

(o sdall Uadll aa iy, @
(SBCsl AIC) LAY Jlme s SHiall eyl % 1 p,grs o

Al gl o) -4

( PPl ADF) saa 5l jaa sl

(AIC / SBC)stidl slasy) ol yid apaas

(Bounds Test) 2saall sl galas

Az sl i paniall g Undll anat Jalas aa Jyghall 5 ail) (alaSU ARDL 3 g g
(Granger)ixsdl lssl

L) ol LY sl

oUlh WN
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(Y il Gl ¢ S0 Tl 5Y1) A il ol JLSaY) ) ja) 7

gl g ALl ApalaBY) <l JLEAY) (& e sl

; (2025-2000) 3 A& VA Al jal) ) el (ADF) 3aa gl jda jL3d (1
DS e 22y 35 ADF s alasiial o3 Al jall @l jpsial dpie 3l Jusdall ¢ S (e (33l

Slo JLEAY) 138 ey ang s dsay e CadSH Aa ) Judlal) Jiad 8 e gud el LgaY)

paxl A i (b ) ol s ((me Ay iz (5 sl die A jal) il ) guunal) dilian Yl dadl) 45 i

Ju Lea cdilhaall Zailly Aa jal) Al (o ST Ailian ) el il 13 8an g jda 258y (i A

A AL S e

-2000) 5l A (5 siusall die A all ol jpaial O oSl jliial) il Ul J sand) (a2

(2025

(level) ¢ siwal) dis.

(2025-2000) 3l J& dul jall & peid(ADF) Jlia) aladiulysaa gl jis jlid) (5)Jsan
JA Prob %5 s daalldadl) | (ADF)dsibaayi dedl) | L) | il

oSk e 0.172 -2.98 -2.33 ADF INF

Sk e 0.265 -2.98 -2.12 ADF BEX
Sk 0.019 -2.98 -3.41 ADF RGDP
Sk e 0.426 -2.98 -1.72 ADF FDM

b a2y (World Bank sIMF s Central Bank of Libya <liby ) 13tiu) Gald) slae) : jacadl)

EViews.

Ll ol O e alaee Of (5 siall e ADF - lia) aladialy s gl jia L) 20l (e paaly
i) i paxia s (INF) aduail) Jama e o) gl @ jedal (5 sl vie ASL e
ilanyl adll O @l g dSle e (FDM) Adlad) ddasgll jdisa ) dila) (BEX) (31 sl
e S il Adlaia¥) a8 ) LS (95) 4 sine (5 st die A jall dagdll (e Ji i€ 4 gunall
Aia ) ALl A 3as 5 j3a 3 5a 5 i i Al paal) dpia 8 (ad ) pae Siny Las (0.05)

(5 siwall die (Sl (RGDP) sall Alaay) Asall bl e of gl <o jelal Jilaa) 3
Jacia¥) dad o LS ((%5) Lysine 5 sie die dn all dagdll (o 58T dglian) Al CilS Eun
CsSall A 53 J s 5 paall dpm s () ) ey Lew ¢(0.05) (s B ilS

o ot (52 Y1 (s sianall die A3Sla Lgapan Gl Al jall Ol e Gf Cpaity (il o4 e 3l
Jal& Aa 3 aaal el ¢ edie N Judlall J Y1 3,8l 38T aay (g AT 5 e sas gl s jLad) ¢l jal
bl I yd 58 5 ¢](2)1(2)1(2) 4l Aol e ALelSia il yaaia 3 ga g ade (e 2SN 5 ol jpaiall
Al Al &l ez (e A8l Jidat SARDL 73 gad Ggaadal 48y

«ciUaa M

AlSa) i Las ¢ [(0) s simall die diSlu & (RGDP) lae Lo <l priiall alars o) coiy il o
oY) 313 A5V G5l Gadai s ARDL. (ks

(FD) Wl saall 5l ey Y alaia jal 138 5 Adlall diasell o ja Ha3S FDM )2 i o
(M2)258) G e aa

Dummy Jsi e (D2021 «D2020 <D2014 <D2011) alSaedl <l JuuSiV) 71 ,0) als o
21 483 Gl ARDL 33e3 8 6aY <Variables
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(First Difference)ds¥) (3,4l L -
— S0 LR e ja) o8 s sl die BSLa ye Al all &) yaaie (ars o) o O 2
i ) Jgaall (ia yey g e puiall oda JalS5 A 5o (e Ggiaill J Y1 G Al xie (ADF) g 54l
.d)‘éj\ é)ﬂ‘ e ,)L.‘:‘iy‘
Js¥) Gl die sas sl da Ll =il (6) Jta

JAY Prob 05 e da all Lall) | (ADF)dsibaayl Ledll | g Ll
Sba 0.003 -2.99 -4.12 ADF | AINF
Sb 0.006 -2.99 -3.87 ADF | ABEX
Sba 0.004 -2.99 -4.02 ADF | ARGDP
b 0.009 -2.99 -3.71 ADF | AFDM

Al ol O e e Of Y1 @A e ADF L) aladiuly sas gl s jlidl) o0l (e praly
Aaoall aill (e 5S4 gunall dilian ) all CulS Cun (%5) A sina (5 siue die ASLs Cinpal
A b by ) g0 ee ¢(0.05) (e BT i€ ) yuriiall apaad ddlaia ) a8 f LS cdalladl) daglly
(I a0 28T sy Aia 3l Judldl i Bas g j3a 3 ga g (sl i S paall

ELN e ol ¢ 1(1) AW Aaual (e AdalSia Dl all il e o ) bl o3a i
e (sham g ¥ il (](0) s sinall e (Sl 4l 0 53 (RGDP) (Adal) Aaa) (Aaal)
dilai SARDL 7350 Gkl 4pulul) o 5al aal iy e sa 5 ¢ (2) 4ol da all e JalSia
Sashall s sl cpdal1 8 Al G e G ASaaliall 483l

ARDLz3sall JLiall plady) & 58 aaa jLA3) (2
G583 ARDL 73 gai a8 (lawal paaia JSI Ball 43ia 3l il yial) ane HLad) 408 o (31

(AIC / SBC)cba slrall yulaa (35 ial) slasy) el 5 aass il (7) J g

AN SBC (BIC) AIC £ Sial) 73 5all

— -2.10 -2.45 ARDL (1,1,1,1)

Sl 3 saill o -2.32 -2.60 ARDL (1,1,0,1)

— -2.05 -2.55 ARDL (2,1,1,1)

— -2.08 -2.48 ARDL (1,2,1,1)
Schwarz (SBC) k= Gis ARDL (1,1,0,1): Jtdall zdgail)

EViewsgeel » aliiul; Whiales 5 dpa )l Gl o alais Yl Eal) alas) : juaal)

: ARDL (1,1,0,1) (e i (Says
Allall iagell Hisal 1 ¢ RGDPzLLQ ¢« BEX Cipall jzal 1 ¢ INF &) puaiall |
FDM

(AIC) il slxall (5 bz alaaSLARDL 3 seil (el eUay) ol 58 a8 il J saad) o o
Aglian ) selikll 5 il 33 g (s () 58 Jaadl (Giay (A 23 gil) HLiall Coagy @l «(SBC)
2 ¢(2025-2000) 3l JIA 4 s 52805 26) A, (8 Aexdiusall Al ana yraal 153
LR ) ey a3 il Cliall deeDla JSTo el (SBC Jlma o ulad (85 alie Y1 3
syl il yidaae b ol 3Y) Al (e day g Uniad ST 23 sa
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