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The impact of public spending on inflation in the Libyan
economy During the period (1990-2020)

Muftah A. Elailish
Faculty of Economics and political science, Misurata University, Libya

Abstract:

The paper aims to study the impact of government spending on the inflation
rate in Libya during 1990-2020. The study relied on an econometric model
employing unit root tests and ARDL regression. The research concluded several
results, the most important of them is the high increase in public spending in the
recent years as well as the current expenditure has increased represented 28% of
the total expenditure in 2010 compared with 55% and 70% in 2015 and 2020
respectively while the development spending has stayed at a very low level. The
inflation rate increased significantly during most of the search years with some
fluctuation in exceptional years. The results also showed that there is a co-
integration association between general spending and inflation rates which is
consistent with the economic theory. This means that any increase in general
spending will be associated with an increase in inflation rates, but this effect is
not significant at 5% level of significance. The short term results indicate that
there is a reverse effect but it is very limited to the inflation rate, as the value of
this effect reached 0.000290 which means that the increase in general spending
by 1% will lead to a decrease in the inflation rate by about 0.03%, but this effect
will lead to a positive effect in the long term.

Keywords: inflation rate, public spending, current spending, development
spending.
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of, o0 jShoael el ol jon e sk o ol el i el ok
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o
=L

& dal) Jalsal) jlasl -

ALelSia Tl a3 3 < ppicia o Lagailis <yl 3l g man sl J3a o liial il e Lt
Lot 058 of OSas el e Lo OS5 Giladdl o ing Las I(1) 6T 500 Al (e
A.M.IJJ\Cq}mu\)muud;m&}bu)\y@\_\cm@ud Jalss

& jidia JalS5 33 5 g0 KB el ja) (fa ) AU e e gana 295 00 o2 (o g
Johansen ) _lidl s (Engle and Granger, 1987) Jlial Jie daxe (e dul Al & paie G
Agall paa jra Alls 8388 e &5 8 il oda &35 of e . (and Juselius, 1990
Ll ya) Sy U'g Ain yall Gy ALalS0 <l il (585 o Uil @l o) yaf da g pib oy 4df LS
(143 2017 ¢ g sull) Ll s e i S f dilida ila o ALalSie ) pite 35 s Alla 3

e de el sl el i) A lasill) bl alasiad ) s salll Al ol s2e b 3 el
.Autoregressive Distributed Lag Bounds Testing Approach 2 saall jlial dagia JUS

Mgde (o sl all 23 gad ol ey Jalll Al gha A 31 6 B8lle S sm 5 (e oS
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G ey cadamill Jane uaie g Jushll Jalll (8453 5 Gle 2a5 (s2e (e Ginilly
a3l Gadle jallall sl 1aa o aby ““Bounds Test™” asaall il of ) & cplad)
ol el gand A gaall Leiad (g Sl P Ailanll 4 gl el of i (3) W) dsaall
3saall da jal) daill e ST 8 56.038984 “F7 (5 sbut Aflianll &) guadl) dagill S Cun
6 s il g “F Agliaall A paal Aall 5 ginall (i ie Ld 3 laliall Llall 2 gasd) g Lol
Ayl 4 g e asmy e K Lae .0.05 5 sine (5 sime 2ie Jgil e 4.165 <3.62

Zasalll &l it o Jall

"Bounds Test" 3 gaall jLid) gulidl Laile e (3) adu Jo

Test Statistic Value K
F-Statistics 6.038984 1
Critical Value Bounds
Significance 1(0) I(1)
10% 3.02 3.51
5% 3.62 4.16
2.5% 4.18 4.79
1% 4.94 5.58

Eviews12 daa yp Gl de e aldic Ul dalll dae) (et jaadll

aghall Jalll 3 Alal) yuais -

Ay sl 8 Aiall il ¢ yelal Jyghall Jalll 8 Uadll emuatl "ARDL" Jlsial ¢f sabis
pdazill Jane ge il Ay 85 A0 yha Ailley Jyshall Jalll 3 (G) e Gl e Ll ) (4)
Cllane 8 o L5 ) L jau alall G aas 83005 ol o) in Lae cApalaiBll 3y yail) ae (3855 5
%5 s sine 5 siane die Afbanlll Aalll e Jsie e A8 028 S e cadual

Jashll Jalll B 73 palll cilalra o il Luadle e gy (4) By Jand)
(ARDL Long Run Form and Bounds Test)

Variables Coefficient Std. Error t-Statistic Prob.
G 0.000146 0.000100 1.460755 0.1589
C 4.836300 2913714 1.659841 0.1118
EC =INF - (0.0001*G + 4.8363)

Eviews12 das p s aa e alaiell Ealldl dlae) (e jaiadll
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o) Jalll 3 ABlal) s -
dsay el i agaal) laal g saa gl jda U A e Ao a6 L e el
il Unll ol i W Sl g ¢ pudall piciall g aalill uiall o Jashall Jall b 433 55 ddlle
gl aladinly yuadll Jalll 8 Gl )l 23 5 5 AIC el U gl 5l 73 g < il

(5) AL Jsaall dain ge b LS i) cuilS  (Undd) g
Uil ot cilalra gy Jall) i geilisd Ladla e sy (5) ady Jsia

Variables Coefficient Std. Error t-Statistic Prob.
D(NF(-1)) 0.395742 0.155510 2.544795 0.0189
D(G) -0.000290 8.72E-05 -3.326540 0.0032
D(G(-1)) -0.000237 0.000111 -2.141311 0.0441
D(G(-2)) -0.000272 9.37E-05 -2.907338 0.0084
CointEq(-1)* -0.533782 0.119831 -4.454478 0.0002

Eviews12 daa yp Gl de o aldie Ul dalll dae) (et jaadll

4 sina Ay Al 5l 53 Uadl) e Jalea of () peaill) Jalll oo il s s
<l yxie on Jall 8355 ) A8l Ssa s o 2S5 Las %] (s siane die Aflaalll 3alil e
ot e Jane 3 im0 3l e aall) Uadll emias e a8 23l o 5 ¢ )
@l 1.8734 sni (5 iy il axial f (inay 0.533782 sa3 z35ail 13¢} CointEq(-1)
oanial) dglu (& 55 Aaii e (5 Cgan 2y 3 ) il e olatly 33 gall sl Aan gaigale

Jua e 1on dpane 4iSly (5 5ine ouSe S asnp pall Jall 8 el aols s LS
G ana 3343 () i 1305 0.000290 U 13 dad cialy Cua ¢ padl) Jalll 3 aail
U3 e %0.03 Gty el Jalll 3 adail Jase ol 5 s250s %1 Aty alad)
dashll Jall 8 ok A ) e

gl ) plaal (B g ¢ 3 gall) (e 3.1.3

Dnbeadl e oaed gtue zisalll o e S ey U i) zlsall o sl oS U
Dnbeadl o2 aal s i JSUe gl e e U ad s Slaalll JUsiull dyleed G U1 Al
G siall Uasd) aa claaliie o ol o) 2 gany dualad) el il daa (e ial o Al
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) (s3a ) Bl a5 i Lol 5 g i) ABLia 5 (pimasll Lguiany (o Aliinne
AUl el laalll o) jaly el g ‘EL\}J\ a4
Breusch-Godfrey Serial Correlation LM ™7 8 sall o Audoall Jalis U1 jlaal -
CalS Eyn o sl Cp I ks U A (pe il i el A LAl il iy “Test:
P-Value= 0.2275 2 guna AU (5 sinay ((R2= 2.961291)) 4as
“‘Serial Correlation LM Test’* jial qitiil Ladla gaa sy (5) adu Jyxad
Breusch-Godfrey Serial Correlation LM Test :

Null hypothesis : No serial correlation at up to 2 lags
0.3458 Prob. F (2,9) 1.123551 F-statistic
0.2275 Prob. Chi-Square (2) 2.961291 Obs*R-squared

Eviews12 dae n cila he e slaie Ul daalll dae) et jnadll

zosall of il ey o ‘Heteroskedasticity Test™ 8 sl ¢ Lo Uadd) aa s jlasl -
G sinsars = (R =2.233244)) Lef Cela Gam ¢ 3l (Lo Ll a6 A g ey U
.P-Value =0.1351 2 guuna 4lls

‘‘Heteroskedasticity Test’” jLid) gl Lails 2 (6) ady Jsaad

Heteroskedasticity Test: ARCH
Null hypothesis: Homoskedasticity

0.1458 Prob. F (1,25) 2.254275 F-statistic
0.1351 Prob. Chi-Square (1) | 2.233244 | Obs*R-squared
Eviews12 dae n cila he e slaie Ul daalll dae) et jaadll

& A sl cUnall 5 gan o sl il iy ¢ ) giad Tadl) ol egdall 5580 sl —
J)) sl dad culy Gua “fJarque- Bera” Lanb bojg Ao g pdall 23 gaill
((P-Value =0.608782)) < sune A (5 sty s ((=0.992589
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““Jarque- Bera”’ lial xSl Ladls i g (6) a8 JSS

Series: Residuals
6 Sample 1993 2020

Observations 28
Mean 9.83e-16
Median -0.020714
Maximum 6.861375
Minimum -8.500435
Std. Dev. 4.327385
Skewness -0.088560
1 Kurtosis 2.094782
0 - Jarque-Bera 0.992589
5 -5 5 0.0 25 5.0 7.5

-10.0 -7. Probability ~ 0.608782

w

iy

w

[o¥]

.0 -2

Eviews12 dae » cla e e alielly Gl dae) o 1 juaal)

Ales of JSA e ey ¢ ‘Ramsey RESET Test’” zisaill [l ) @l sl -
S & samall LSS S ity G Al Jae sl ) gha LA Gt jial) o3 gl
CUSUM » saslaall 8l sl iy ol o815 & sana 5Lidl s “CUSUM”” sasbeall 8 5l
S Tl s iy U D) il e (8) 5 (7) i oSl Gpmaasall °SQ
Sl S5 L A8 3 g0a e 43 (gl <005 &y sine 5 sine die ol g el ladl) g L olS
Al 5 5 53 ) sha A8 Jlae (e @y 3l 3 salll 3 aadiaal ) JSa)

“CUSUM”” 5aaall 8l sall o8] il ¢ ponall L) oxilis ean g (7) o8 JSE0

1s
10 _(7__‘_7)__,_,,-_»-———*-"‘”""’"“H_ﬂ(“
. _’__M__,_,,__--f--—--f-""""""_mm
o M
= S I
10 T e S R
sy e
0o oz o4 06 o8 10 12 14 16 18 20
—_ CUSsUM . 5% Significance

Eviews12 daa p cla de e aldie Ul dallll dlae) (e @ jdaal)

19



(22020-1990) s 7a)l Is )l sLazd¥! § piesasll e alal Glasy) i

CUSUM " 52 slaall 8 sl ibay jal aS) il ¢ gana JLia) 5 il pean g (8) iy JSA
‘SSQ

14
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—— CUSUM of Squares ------ 5% Significance

Eviews12 dae p cila e e slaielly daalll dlae) et jlaal)

Ha W)
< sinn G 5l i) QU Aali g calal) G 3 Un e Lol ) ol Sl sgd
Oaleal Jlially g e s sladl (Bl daui 35 5 oy 30 8 Ui (s KU AN 5 (5
2010 sle & Jalll e %28 (o (5 lad) Bl s Canii S o5 pail) Bl s
22020 ale il Jea) e %70 4o Y &5 22015 ole %55 s
Gany b Analiiil 5 4N pe cinll O g aline JUR U gale leldi ) pdaail Jars 2
il i alina 3 alall G g LU Gl s gl 138 S5 L Apbinall < i)
G i ol ) ) sl Jyshall Jalll 3 Wadl) mauail "TARDL" i) JUA (s
Aol e s adail) Jaee pa BN A Aoyl dilay ikl Jal 3 (G)
cpdazl) laee 8 ol ) L alell B aas 3305 gl o e Les dpalaill
%5 s sine 5 sine die Aflianlll Laldl (e age e Bl o2 G o e
o A sine Aadl s Al 5L 53 Ut mpmat Julea of Y el Jall s il Syl
O onaill Jalll 8453 6 Z8Ua) dsa s o 25 Lae %] (5 st die Ailianlll Galil
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Jare G (el e aaldll tadl) mpmas e ol 23l o 5 el all ol yiie
Gy i il of ines 0.533782 s 35l 13¢] CointEq(—1) Uasll srpmass
Ao dadua gf Cgan ey A 31 gil) dia olaily 53 sall 5o daast gaigale o 1.8734 sas
ool il gl B s
Jare o fax dgane 4y (g sine oS 2ga sy uaill Jalll & o) il o LS
aaa 5345 of A 1305 0.000290 U1 13 ded il G pall) Jalll 3 aal
2 «%0.03 Ly jpalll Jalll 3 aaaill Jase pad 55 ) so5in %1 Ay alad) Blasll
dashll Jalll b 5 85 gk f Y Jssee AU 1
:lua gl
AUl s gill ada g Sy cCanall il JUS (e
tAoalaBll) JSLaal dallae (8 L 0 L oS Al Al Aol 3l e Jaal
cladl QU 20l g Jani JUS (e Lt 2adl oSy (A 5 ¢aduail) A Lgia (A
Adaadal) sl danmys bl BN Adal as U g IS0 Sl G dasiy 2 5
Vool clelad b odiiadl sludl Zyjlae e €50y e fall cilelUail s ciluwsall
8 Ll U)o el i) e s iy it < jea piliall ol ke @llia aled LeSS L ddbia)
AUl 4 jla cld giida
535 8 agnt ) Al daiiall cle Undll g 4y Ll g Ll Jy seil alall Gl agn g8
a5 dga (s pladl BA o Gsel sall (B 8 Sty Lo g s o Jealll adll il
A dea e el s ol 21 8 il s
JS i ) gl allaall Azl 5 Bl pua g s b ) g dpadl il a8 e Jaal)
2l ol Bagas Aali jabias (BlA 5 ¢ sl Sliasdlll
i omiad Qb bl A el 3 ) (g gl W Al Bpaall 50l
L tleal ga 5 ttibubaadl (e dada bt JUS e ) el Tl Uy sl 3l
Al 508 3eall 50 e e il alal g Uadll 8 o il g g calall g Unill 8 Cayds g3
el B 28 5 Anlie 8 sl
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S | el 1§ o lucud|
sadazily alell Sl Gy dpsnall DLl g o yicall JolSil Lis) (2018) ald) sy -
L5 0k xala bl 4 (3 cpabiamill o ALl gl Alss . ullf aleasill dla
Lol Ll o 2 i ) 6 adaail e sledl LI T (2017) gy codbialy €3 s Basm -
A6 i all G Sy i dene dasls Apludl o sl Alae ARDL 73 gai ol
Lt D o 2o pSal) Sl sl LIS Goliaiill ED ((2010) asendl 2o s ccle -

(2010 gy thy pomnll o ) 1ds . Loleaiill Luaith o SLail duld

5l JUS ol slaBlll 4 aled) G Choaas ((2022) el ool (2 like (ille -
2022 s —20g cainall s Gl il o Al «(7995-2020)

5 ill (5 pall 6 il y aledl G Gy Dilled) iy Jda5 ((2005) o) e ele cablS
(11g) 3 o el S dnals Al . (71980-1996)

LIS o 5380 Al ¢ phaali 6 a8 L6l Ll 3 .(2011) DS dene ccan ) -
2011 epdands =53¢ a3 dala ey ol o slal) 5 Slall

50l JUS ume 5 pdiiail Jies Ao o oSl Gl il (2019) anld aled) Aan
Ay aSull) daals 3 il 49 ((2§) 56z cpalal) & salls ol 4 Alaa . (7994-2016)

Lilly ) po 5 aduiall o o gl Gl 5T .(2023) ala A cCilaas ¢ e Ay ok sine =
22023 5 (1) ¢ «(13) g0 Apeiil g Lni il Alaa (7987-2020) 5_idll JUs

LAl ) g (ApaliaiBll 3 58l celaslll g &gl 3 1Y 6 S jall Ll S e

Lpall dasall) 1h csonaiel Jollly deiliall aajdll 2l (2012) suind e o)y -
(201255 ¢ il 5 bl all
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2023 Lok 33 sl Bydie Aaludl Ll LaSall Waladl Jlad! dlza

(#2020-1990) 5 58l W pai Jiray and N g s kol aladl G ) piiga ol (1) a8, Galal

o | [ g i) ity e a) i
paat whedad | due ) oAl il | gad Jura i 25 i :1
" e el | deal ) el sa Lol 3
% il (%) (%)
7.63 50 - 2709.0 |  700.00 - 702.00 - 1350.00 | 1990
10.33 62 —122 | 23790 | 625.00 3.0 723.30 88 | 1470.00 | 1991
10.80 51 15.51 | 2748.0 | 452.20 -45.2 39630 | -53 | 1390.70 | 1992
11.24 64 8.6 | 2511.0 | 403.00 2.2 40520 | 150 | 1600.00 | 1993
14.72 50 117 | 28050 | 528.40 25.2 507.30 | -26.2 | 1180.50 | 1994
11.55 59 643 | 46112 | 1582.50 | -37.1 31890 | 131.0 | 2728.00 | 1995
12.18 48 94 | 50453 | 617.00 | 107.24 | 660.90 | -10.7 | 2434.00 | 1996
13.18 60 -05 | 50214 | 737.00 28.1 847.10 | 247 | 3037.00 | 1997
5.02 71 S115 | 44410 | 817.00 —42.7 485.20 41 | 3163.80 | 1998
1.50 69 3-3. | 42960 | 796.00 63.6 79410 | -62 | 2966.90 | 1999
2.9- 60 22 | 52502 | 709.00 94.0 1541.00 | 6.2 | 3153.20 | 2000
8.9- 63 72 | 56316 | 496.00 17.6 1813.00 | 140 | 3596.60 | 2001
-9.83 50 50.7 | 8487.0 | 575.00 1041 | 370170 | 17.0 | 421030 | 2002
-2.00 52 -19.0 | 68662 | 758.50 213 | 291000 | -15.0 | 357770 | 2003
1.30 39 150.9 | 17230.0 3792.00 130.8 6718.00 87.8 6720.00 2004
257 26 23.8 | 21343.0 | 2788.00 529 | 10273.00 | 232 | 8282.00 | 2005
1.54 42 0.16 | 21378.0 | 1285.00 74 1103900 | 93 | 9054.00 | 2006
6.16 29 44.4 30883.0 4086.10 73.6 19170.40 -0.7 8988.10 2007
10.45 27 428 | 441155 | 413740 | 5476 | 29668.30 | 32.1 | 11874.80 | 2008
2.43 29 -19.1 | 35677.2 6440.40 -36.0 18983.60 -13.6 10252.90 2009
2.45 28 527 | 54498.8 | 15648.10 | 250 | 23729.40 | 47.4 | 15121.30 | 2010
15.87 75 -57.1 | 23366.5 | 5786.40 | -72.6 | 6500.00 | 16.2 | 17580.10 | 2011
6.12 68 130.8 | 53941.6 | 11708.00 | -15.3 | 5500.00 | 108.9 | 36733.00 | 2012
26 61 21.0 | 65283.5 | 9408.50 | 1413 | 1327650 | 7.6 | 39525.00 | 2013
24 61 -32.8 | 43814.2 | 12439.80 | -662 | 448240 | -31.9 | 26892.00 | 2014
9.8 55 -1.4 | 431789 | 821990 | 13.8- | 3861.09 | 11.0- | 23933.01 | 2015
25.9 73 -32.4 | 29171.3 6073.80 63.8- 1398.03 10.9- 213158 2016
25.8 75 12.0 | 32692.0 | 5970.00 34.9 1887.07 | 166 | 248343 | 2017
13.6 75 20.1 39286.4 6626.80 79.6 3390.04 17.8 29269.00 2018
22 74 16.6 | 45813.0 | 7235.00 36.7 4637.50 | 159 | 33940.50 | 2019
1.4 70 -18.5 | 37310.0 5600.00 61.0- 1801.00 25.2- 25382.09 2020
- 50 129 | 857759 | 208303 | 865.0 | 17390.02 | 61.7 | 41064.20 | 2021

JAdli e g 38 el Ll G s dgalatill) 5 il : jaaal)-
= 64909 5 45270 ey 22021 5 22020 ot 5 ) sha A jaa alad) G e JAN —
o s
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) 73 sad @i e (2) o3 Galal

years G Inf

1990 2709.0 7.63

1991 2379.0 10.33
1992 2748.0 10.80
1993 2511.0 11.24
1994 2805.0 14.72
1995 4611.2 11.55
1996 5045.3 12.18
1997 5021.4 13.18
1998 4441.0 5.02
1999 4296.0 1.50
2000 5250.2 2.9-

2001 5631.6 8.9-
2002 8487.0 -9.83
2003 6866.2 -2.00
2004 17230.0 1.30
2005 21343.0 2.57
2006 21378.0 1.54
2007 30883.0 6.16
2008 44115.5 10.45
2009 35677.2 2.43
2010 54498.8 245
2011 23366.5 15.87
2012 53941.6 6.12
2013 65283.5 2.6

2014 43814.2 2.4

2015 43178.9 9.8

2016 29171.3 259
2017 32692.0 25.8
2018 39286.4 13.6
2019 45813.0 2.2-
2020 37310.0 1.4
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