(2) saadl = (8) alaoll = iy deols — slasidlll dals — daalacidll Slalysll dlae
Economic Studies Journal (ESJ), Faculty of Economics, Sirte University (Vol (8), No (2))
http://doi.org/10.37375/issn.2958-4582

e,
Tconomics
Studies Journal

S Om sl ALy ghall 95 juall) A8Dal) JLEA) 1 ull) LB B Al gl Jaal) 3 Al
L 3 5l Gl a5 431 sl

Oledl ealy) ol 53y 4>

[Ty
[
o
~
—
v
Qo
(]
+—
|9
@)
~
~
=
(]
=)
v
A
~
0
=
©
>

Lad csladl Glsdl as daslr olasY! S ol V.wi ol
ly.wardal O@yahoo.com

il ctadS ‘_,a.;d.u

Pl e o gylmdl) Olpl) AU Zilpd! bl  Addl L) né o) jreally Gild) e o ASalyl)) BNl SLaSa] g0 2yl ouls 2lyp wilU
ol g (o JL2 Y1 A @I || sty el SU5 3 U da) 5 5551 foloalt Slhn o 20221984 5380 IS (wlg) el 5p011)
AFD, ) " adsy sty cllgedd || ) o ot o 2 AR e Sy Gl il b Y A il i) ) g Lol
SVAR ‘VEC:A(;I)ZZ;‘Z?Z‘;i Doz VI i3 31512 oo bowwsilly poadll (s lall SVAR - 531 i L) i b pltecce] e Gans ol Jole

el ze ae ARDL 4312 25,L) (Impulse response function) (IRF) Gusies 422
(Counteraction izl JolSill 4y Jaidl folS sputm jlis] S5 oo pabell sl 2ot/
el b Sl o dheze <Al ods 27l Dound test counteraction technique)

Gl G DL Y ey e S dlll) 45 pieal] frollly il oll) A Solys Conls G ool
oeliS pule mo dioliilly Lddl llle o 5401 B (2o Lo 3 AU Gjll) (3 gmenlly Ldd) i gt O
sl Bl o i) etz Y1 o ST lgen Y e Lot liile o il Gl g G 2T 2l
e Sy 6ol Pl o (i) bidl i glndl el pilir ] 5~Y <y 2528 Mg (6 s
(Trade )bed Sl o ki 7 lpslall iy A il Cinads s 53y skl 255 g Y o)
b e peanl) 5 AN I B s 3 b Lo 25500 6 oets Sy Pexchange rate)
s g0 0SS etz V) e osSLI GLEY) 530 o oSl (of it 2 plbill §lndly AR il 2

sl gl il

() AFD (unit root test 32 sl )ix JLisl), VECM (Vector error correction regression modeldusisaaill cilgatiall i) jlasi¥l =3 gai ),
SVAR (Structural Vector Autoregression method Suell ceaiall SIAN laai¥) 48 yha) IRF (impulse response function &
L) 4aiu¥)), ARDL (Autoregressive Distributed Lag method & ) sall 5salill ae (JIA lasiV1 43 k),

(@) See ( Rudd, 1996).
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The phenomenon of twin’s deficits in the Libyan economy: Testing short and long-run
relationships between fiscal budget deficit and current account deficit() in Libya
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Abstract Keywords
The motivation behind this paper is to explore the dynamic relation between budget deficit Fiscal  Budget, Trade
and real non-oil trade deficit in the short and the long run, with a consideration of other related Balance, twin’s deficits, real
factors including oil revenue, the real exchange rate, the real non-oil GDP and domestic prices GDP, CPI and (AFD,

in Libya from' 1984} to 2922. The empiricgl analysis that‘applies SVAR With itg impu'lse VECM, SVAR, IRF, ARDL
response function simulations with some cointegrated relations and further simulation using .
ARDL provide, evidence for both the short run and long run dynamics between the variables. & DV, Causality tests) tests
The results revel that there is a kind of correlation between the deficit in the real non-oil trade & techniques.

and the deficit in real fiscal budget. Imperfect budgetary policy associated with aplenty of oil
revenue where more is spent on consumption than investment (Concurrent with the inefficient
tax system) resulting in a deficit in the fiscal budget and this late exacerbates the real non-oil
trade deficit via increased spending on imported consumer goods. policy implication in this
paper supports the view that to obtain a development in the non-oil trade blend the GDP of
the non-oil sector, increased government spending for investment, should be of the major
focus for the policymakers.
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() Since, the trade balance, and more specifically oil exports, has been considered to be the primary determinant of Libya's
current account, this study, to facilitate, uses the trade balance as a proxy variable of account deficit.
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Developed by the author
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‘ K
bd; =c, + Z a;1(mts—i - pt—i) + Z

i=l i=l

aby(0F; + PO i+ ere ;) oennn.. (2)

o [S& bdy B e I3 L @

A e S Slaadly 0931 ) i s IV e

Call U oltie 2o SA s (S L) 2 as

Gy 35y pdad U5 oead) ) ey clais (S50

2020 2010 G5M L Cpas) eSSl
(2015 (aisdly wlaghaall 201 dib dzdl
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Ll Sl o Y SLY G e L o
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Modelling trade :s)l=d) Ol dslas drds

balance equations
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3 REXMP _aidl Goall o i o2
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.(Ozata, 2014 ; 2015

Harvie, 2015; Alimohamed, 2014; World
.Bank, 2016, 2023)
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Al 3 mdge o8 LS i il U e bl
aJwl (1.5)

g e WU B oy S0 el Ly

ot N T o oty lly ST SLY
SYly oS RNOGDP i ot S5z
SY) RFSB @yims 3 dealdl 150l (Lo

e A 20 Je RiH b SA

K K
i i .
Nod = ¢, + zan conl_, + Zal? i+

i=l1 i=1

K K
leali3 ge-i t lealis (Noi_; — No;%). (5.1)
@siall 3 dwsdl 3l PNOGDP i 12
pxin gl osles @) sdiall 3 ) mat Sl o
o b sV e @ Wasl 3 (CPI) A1 .
bl 3 A ) s O Lzl Sl o
k) aleal Ladl e Sl

(B +POL) «oveeneeiiiiiii (6.1)

A1 alaall 8555l Blaidl 1 Bell ey

1 1
Pt = C13 + Zam Wi + Za132 (er—i +

i=1 i=1
K .
1
pOt_l) + Za133 (et_l + p;l_l) ............ (71)
i=1

OF (Wp) o) dams OF (1.7) alslall ks

(pog) L) s Lz e 1.24 3 02 Juss

i)t i U e o ally ol e 35 6y
- (mf) gzt o5y (Nof! — Nof)

3 P modl (Al plaV) a

fadll e (1.3) sld) 3 Ty add) 3y

it ()l DL L g ¢ g Y1 i) sl 2l
(TRB,)

K K K
TRB;=c3 + Z as1poi_; + Z a,o0f_; + Z
i=l i=l i=l

K
ajsEer,_; + Z ak,(NoF ; — No™)...... (3.1)
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St ) O LVl 3 2346 Al
55 @ (sdlly cologiall Ol (U ludl e Yo
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(Ali & Harvie, 2015; Alimohamed, Ladl e
A3 ass .2014; World Bank 2016, 2023)
W 2badl b ) s () el paidl (o35
3l 33bje wlpslall (ol me (gl
The RNOTRD given by (No¥ — No{™*) in
Equation (1.4) will be also worsen.
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0 by, O 0 0 0 ||&2t
|0 0 b33 O 0 0 ||&3¢
10 0 0 by O 0 ||€at
0 0 0 0 bss 0 [|Est
L 0 0 0 0 0  bgell€st-
Developed by the author

il plisial Ggiall Jo Logie Tas
20’ —n(n+1)/2=>51,

Slasecll wlpadl Jo 5580 wud o cbsdsy (D
= 6).

Wbl b b sl £342 2123

ARDL long run and dynamic
unrestricted error model (UECM)

ol algb S el s et
plaseial rall LlSdly U oty o)) 0134
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Sl e il 5 ol Sl S 3 L 23sad
Akl 055 Y Bl e Bl (1) o T(0)
37) Wl sa9 s &8 o o Gkt LG 5T
((37; 1984-2022) 2>
Bound ADRL .+ oMl Laf s

& testing technique for cointegration)
Dynamic unrestricted error model (UECM
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Saysombath & J Usy Pesaran ef al. (2001)

Antonakakis et al. s Kyophilavong (2013)
.(2019)
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The model equations developed by the
author
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variance. ¢, is constant term , a;, andb;,
indicatethe coefficients of the ARDL short
run  dynamics on dependent and
independent variables in lagged level
respectively. 8; and ¢; while the long run
relationship of those variables are indicted
by 8; on dependent variable and ¢; on
independent variables. The null hypothesis
of the non-existence of long run relationship

(Ho= @i = bi = 0),

against (Hi= a;. # b;,)

y;ECM;_; is the error correction term where
y;is the speed of the adjustment parameter
or the speed to return to equilibrium.

Vit bl s mllaas oo pn Y ECM,;
Sl ) 835l a5l Joad) s s i

) g 2wl ARDL 2aps cllas) (S

S el oz of (g b LS el LS 5 gl

ARDL 5>l ol mo foni & JoVI 3,4 o )

& J.uu f: AYt in)}\ djﬂj\ & ﬂ!j u__O}Jz>— <

ez 2 Yyl Logsas 3 ARDL gud) wllas)
M= e gl g DU e U Csj.c

K K K
Ay, =c. + Z ;. (ye-i) + Z by (xi-) + Z 0: A1)
i=l i=l i=l
K
+ Z ©id(xi_;) + ViECM,_; + U,
i=l
Where  Arepresents the  first
difference operator,y, denotes dependent
variables, x/indicates the vector matrix of
explanatory variables and u, is the error
term with a zero mean and constant

Table (1): The summary of bound test for cointegration

5 g The null & alternative
iy 13 Ol i .
SRV F test hypothe§lzes of the none / or
Sl e cakes the existence of long run
relationship or
i) 2l F
ok Lol s 4 2sy SE M VI - AN adl e S
Ol Ol Ol C“JL o ug—c C)’L - J} (H0= Ajx = bi* = 0)7
il Ot Bt oSS 392y pdal g hnall 20,4)
[(0)a il
ol 25 Lo .
ok Llal) o )
& eV A Ak e ST against (H,= a;, # b;,)
Olsls Ol Ol & ol J
(1) sy poad Bdall Ao A by (SE e
. colprl) o e JA&;

Source: (Pesaran ef al., 2001; Ravinthirakumaran, ef al., 2015).
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v Gl s Bk kil b ) L n)l e
.(PNOTRD) <ls)\slls wl,sLall
The real non-oil trade (RNOTRB) is the

difference between exports and imports
(World Bank 2017, 2018).

s daY) J2 U el ok aaadl ohad) o
.2010 e el 2t Sanl dagdie et il
2010 ale e ezl jlanl ja5e dazey

B 2515y (o lndl Ol  aslize BDe gy etin
Gl @ Srie WS sy Lafy skl il 3
skl

Data collection <Ll = 223

1984 e s anlll ol s
o (2) Jod) (3 aladl) o) alaseny 2022
e x5 (RFSB) aaaad! aJU 255500 o ) o2
@ L) &ak desS bl o QY A B
(RS Laliks gl oW lslYly ol s
QY Lol ety EEH Qa1 S Bl
RS Bl 3 (me) 26 sy AL ()
.(Libyan Central Bank 2018, 2022)
) Bl e i el Bl e fei
Sl jlanl L 55a aJ) Bl

(REXMP) includes the real exchange rate
and import price index.

O sia) 5yl B s \.L.wj:,b wlae=Y i g
Sl (IMF, 2013) fobes s Gsuio i
G Jage o ey

It uses a trade weighted average of several
foreign currencies, divided by a price
deflator or index of costs (IMF 2013).

Ob (i Y aleald b ) el e falas Ll Ly
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Table (2): Description and sources of data
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Variable Description Math notation Source

WROILP World average oil prices (US$ per barrel) po; WB-OPEC
(el (S50 LY 5ally) Apadlal) Jadill lrd o e

RFSB Real fiscal budget balance (million LYD, —bd; =t — g WB-CBL-IMF

constant LYD 2010 prices)
i ¢ salally) Auiall s Aal) £33 sall o
(ALl 2010 ple Jband v ¢l

REXMP Real effective exchange rate (million LYD =(e;+ pt — pr)er WB-IMF
constant 2010 prices)

Dbl o Sl G sale) REA) adll Cajeall e
(2010 plad 435

RNOTRD Real non-oil trade balance (million LYD NTB, CBL-IMF-WB
constant 2010 prices)

Db salally) (hadil) e (g el Gl el (Mas)
(2010 plad 435 landy ¢ 2

RNOGDP Real non-oil GDP (million LYD constant No; WB-CBL
2010 prices)

i sl i ) sl sl sl il
2010 plal 455 jland ¢l

CPI Consumer price index (2010 = 100) Dt WB-CBL
(2010 = 100) llgivsal) el 15

Sources: WB = World Bank Annual Report, 2006, 2016, 2017, 2018, 2020, 2024.
WB =2024¢ 2020 « 2018 <2017 <2016 <2006 ¢ sall liall (5 ginddl 5y 85l
OPEC = Organization of the Petroleum Exporting Countries 2016, 2017, 2018, 2019.
2019 <2018 <2017 <2016 Js_siall 3 jrumdl) bl dalaie = oy
AFDB = African Development Bank 2008, 2012, 2017.
AFDB = 2017 <2012 <2008 (s 3! dzaiill &l
IMF = International Monetary Fund, 2006, 2013, 2016,2018.
IMF =2018 < 2016 <2013 <2006 ¢ sl 3l (3 griia
CBL = Central Bank of Libya, 2010, 2014, 2016, 2019, 2020, 2024.
CBL =2024¢ 2020 <2019 <2016 <2014 <2010 ¢s S 0l bid 5 pan

2b) Jaid) el LS. Caad sy @lel) e ared Causality tests Ll Slylest .3.2.3
Gy L5l e o Y I e OF) Bkl 20,4
iaghl Sl ey 2010 DY (st dis (a2
Bado 130 e a5 g Bd) BV iy Ll e
2 ol jeakiy ol e o) ) bddl e
e W lanl gLl ) (o350 & RAE) B ladd)

iz ((3) Jodt 3 sl Y e 5Ly

ibidl b st Ol e Of) a0l G4l
Syomn hi (rigd) Wby BjlM e od ¥ 2L
it abidl pe 5yl OF ) pad ey (%1 WS
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bz (Y01 e T(0) g2 olgdd 3 (RNOGDP)
A b 16 (CPI) Slesdl el 350 05
wlpdly Q01 Gsw ae T (2) gl SMusy)

Counteraction &7il) S d> jlast 2.4
bound test

Jeskall sl As ARDL 55 izl il
J9kl & el ada @3y9 25 (L) 5 (L2) plasizal,
Vs Syme o B aslam Y acdl of (22554 (5)
Beo ) 2hy oSe by 20T (I) eV adl Lasd
A BI5H ane C iSte ALSS BV gy By heal)
Bl g SISy 3sedl (3 Y lpadly iad
ST L3l 3 Y Sl padly adad Bkl pi
Com Ll am A sgad) e ST a s Foaglas)
Sl Al B 39y iy Apjdall 2o A 2,
sl ol

39kl e il gt Foaglas] cilS 13
oy Yy Rl 2ol jah (Se Y gl b
O RS i S VR DUSTREN RS TN SR+ P
05 B ) Gadll sgdo o 88 Rsedtl Foadlan]
(Ravinthirakumaran et al., wsl> & LY
.2015; Pesaran et al., 2001)

SY) sk of Y Sllina¥) ey ST oS
i) badl jlanl Gadog SN L)) Gl
Jdlly INgnNl it g e S Y1 E)
wleddly b e QLY Bk ] (a5 Ll
(Sl O & e U] I3l B3k a5y A )
oda a il adard LU Ol U] iz sl
G g Al Al ey oLy ol
G U £l Ll gl 3 U sLasY)
J3tl eoge sa LS sl sl (3 5,8l oda Jolus

(3)

JSH 4> jlasly ADF usgll ydor Lot 4
VECM JJ$g Sl

ADF unit root test, counteraction bound
test and VECM analysis

ADF unit root test 34>}l yd> Lo 1.4

ot adad) A 0585 Ladas odlel S LS

055 @ aal AL Slkie r dssat eas o
sad T(1) et e =Y jandly I (0) 1 Lpan,
=2t L g3sedl Sliine o Y1 dsh 80 4y
Tatzly (I) z3sadl 3 ARDL 39d las! plascal,
doil 3 sl dnnsll o Soo el s )
il e aadl Ayl A W (4)

Table (3): VAR granger causality/Block exogeneity wald tests

Null hypothesis Chi-sq Probability Finding related to Null
Statistic hypothesis

RNOTRD Does not Granger cause RFSB 34.04%** 0.0000 NO

REXMP Does not Granger cause RFSB 5.70 0.99

RNOGDP Does not Granger cause RFSB 6.47%%* 0.011 NO

CPI Does not Granger cause RFSB 0.0005 0.981 yes

RFSB Does not Granger cause RFSB 3.189* 0.074 NO

REXMP Does not Granger cause RNOTRD 5.70 0.99

RNOGDP Does not Granger cause RNOTRD 2.24% 0.135 NO

CPI Does not Granger cause RNOTRD 0.152 0.69 yes

*indicates significant at 10% level, ** indicates significant at 5% level, ***indicates significant at 1% level

Calculated by the author via EViews 10
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Table (4): ADF unit root test

t-statistic Result
Variable Level First difference Second difference
WROILP -1.328 —5.633%%** - (1)
REXN -2.454 —3.812%%** - (1)
RGDP -1.478 —3.480%* - I(1+)
RNOGDP —3.827*** - - 1(0)
CPI -0.201 -2.537 —6.186%** 12)

Calculated by the author via EViews 10

K

K
ARFSBt =c. + Z al(RFSBt_i) + Z bl(REXMPt_L) + Z bz(RNOTRDt l) + Z bg(RNOGDPt l.) + Z b4,(CP1t l) +

i=l i=l i=l
K K
+ Z 01;A(RFSB,_;) + Z 6,;A(REXMP;_;)
i=l i=l

K K

Z 63;A(RNOGDP,_ L) + Z 6,;A(CPI,_ L)+y1,ECMt i+ U o
i= i=l

i=l i=l

- (L1)

ARNOGDP, = c, + Z a, (RNOGDP,_,) + Z b, (REXMP,_;) + Z b,(RNOTRD,_;) + Z by (RFSB,_;) + Z

i=l i=l i=l
K K
+ by(CPl,_;) + Z 6,;A(RNOGDP,_;) + Z 6,;A(REXMP,_,)
i=l i=l

K K

Z ggiA(RFSBt_L') + Z 64L'A(Cplt—i) + YZiECMt—i + U2t

i il
The model equations developed by the author
First difference |« ARNOGDP, <.~ C';}AJ\
Lt sl (o)lnd) OB ane e
) e ) 59 e ST gt Faglas] oS3
ihob Be sgry prndy Ball Lol a o
Byl Ol o sl
F- J astasy acd of s (B) Jeid) 3 )
i A 3904 e 1ST(23.6) w52 Bounds test
iyob B a il apdl e U (4.37) L
Ol pateg AW &5l pae )lisell ol o sl

BT\ S
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(L2)

:(L1) A\l
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Table (5): F- Bounds test

Test Statistic Value Signif. 1(0) I(1)
F-statistic 23.66122 10% 2.2 3.09
k 4 5% 2.56 3.49
2.5% 2.88 3.87
1% 3.29 4.37
10% 2.427 3.395
5% 2.893 4
1% 3.967 5.455
10% 2.46 3.46
5% 2.947 4.088
1% 4.093 5.532

Null Hypothesis: No levels relationship

Calculated by the author via Eviews

K K
ARNOGDP, = ¢, + Z a,(RNOGDP,_;) + Z
il il
K K
b, (REXMP,_,) + Z b,(RNOTRD,_;) +Z by(RFSB,_;) +
il i=l
K

K K
Z b4(CP1t_l-)+Z OliA(RNOGDPt_i)+Z
izl = izl

0,;A(REXMP,_)+

K K
z 03,A(RFSB,_;) + z 0, A(CPL,_)

i=l i=l

R U S ¢ 7
((L1) dsial
Bilsll pate o Sarl) Lshll (cul) @e B ops
23 3 oAV oladly aaadl 2JU)

ECM sUaidy) Taall Jlady) Julad 3.4
Error correction regression ECM analysis

K K K
ARFSB, = c. + Z a,(RFSB,_) + Z b,(REXMP,_,) + Z

i=l i=l i=l

K K
b,(RNOTRD,_;) + Z b;(RNOGDP,_,) + Z by (CPI,_) +
i=l i=l

K K
Z 0,,A(RFSB,_) + Z 0,;A(REXMP,_;)+
i=l i=l

K
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i=l

LN
[a]
o
~
>
=
(%]
—
v
2
[
=
(]
+—
=
(Va]
©)




N
N
o
~
—
()
Q0
(e}
+—
1%
@)
~
~
=
()
3
%]
i
~
0
=
o
>

RNIPFSIE PR RIS TG SOV (R INCOY
3 JxV apas SBLA Gl day Ol Wl
Gl OlSales e misadl 5 LY ol
AR Balai) 2AS S 53 B U sl seadl
elldl 3

&gms CointEg(-1)* O cas (6) Jsd) (3 il
S T-statistic sla>| pliswl %1 Gsms e
e e e
(Sl OBl ey AU BN st Gy 8 Rt

: (L2) dsud

Ol e o Sl foslall al) ade el s
T3 @ AW Sladly i il gl

ECM stasY) meovad jlu£Y1 LS

Lol O all) g piall g B30 S ¢ ) s
A les) szl (e delSa) w1 sk Ol
(ECM) Lo et 7358 ptsized A Szl
pasid Gl LS L Jlas] skl s
L1 Lisb 0l Laged 7T f it o 83a)) e

Table (6): Error correction regression model (ECM)

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(REXMP) -0.278291 3.981740 -0.069892 0.9448
D(RNOTRD) 0.566713 0.176312 3.214263 0.0036
D(RNOGDP) 0.018319 0.010906 1.679706 0.1055
D(CPI) 9.629021 6.272174 1.535197 0.1373
WROILP 1.838504 0.469452 3.916277 0.0006
CointEq(-1)* -0.942039 0.072175 -13.05223 0.0000

R-squared(.856344
Adjusted R-squared0.832402
S.E. of regression91.00902
Sum squared resid248479.3
Log likelihood-210.1945
Durbin-Watson stat1.728371

Mean dependent var-22.52125
S.D. dependent var222.3053
Akaike info criterion12.01081
Schwarz criterion 12.27473
Hannan-Quinn criter.12.10292

F-Bounds TestNull Hypothesis: No levels relationship

Test Statistic Value Signif. 1(0) I(1)
F-statistic  23.66122  10% 22 3.09

k 4 5% 2.56 3.49

2.5% 2.88 3.87

1% 3.29 4.37

ARDL Error Correction Regression

Dependent Variable: D(RFSB)

Selected Model: ARDL(1, 1,1, 1, 1)

Case 2: Restricted Constant and No Trend
Sample: 1 37, Included observations: 36
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Figure (2). Impulse responses of the real non-oil trade and fiscal budget balances
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Figure (3). Impulse response of the CPI to a world oil price shock
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Figure (4). Impulse responses to a real fiscal budget surplus and exchange rate depreciation.
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normality, stability test, and
heteroscedasticity of the models were
conducted. For more investigations, the
causality test has been utilized.

Also, diagnostic tests prove that all
criteria select a lag of 1 at the 5%
significance level. The residual test shows
no serial correlation in the residuals with
this lag at the 5% significance level. The
joint test indicates no heteroscedasticity in
the residuals at the 5% significance level.
The model meets the condition of stability,
as every estimated eigenvalue is less than 1,
with four indicating damped oscillation
dynamics.

Based on the evidence of causality
test, the null hypothesis (that the real non-
oil trade account deficit does not cause the
budget deficit according to Grainger) is
rejected at the 1% significance level. This
indicates that real non-oil trade causes the
budget deficit according to Grainger. The
table also shows that the null hypothesis
(that the budget deficit does not cause the
budget deficit according to Grainger) is
rejected at the 10% significance level. An
important conclusion from the Grainger
tests is the causal relationship that flows
from the effect of the oil price shock to a
higher exchange rate and a deterioration in
real non-oil trade, which will lead to higher
interest rates and a larger government
deficit. Another conclusion is that increased
public spending due to higher revenues and
a positive oil price shock the spending
effect), ~ which  stimulates  domestic
consumption and income, will lead to
increased spending on foreign goods and
services. Increased imports lead to a trade
deficit, which is transferred to the current
account.
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Conclusion:

This study aims to examine the
relationship between budget deficit and
current account deficit in Libyan economy
over the period of 1984-2022 and then
suggesting a policy for policy maker that
can mitigate this issue. For this purpose, a
deep empirical analysis has been applied.
SVAR method and impulse response
function use to investigate, the short and
medium run of twins’ deficits issue. While,
ARDL, Cointegration, Error Correction
Regression Model ECM employ to test this
the relationship in long run. Doigastic test
such the Diagnostic tests for Unit roots,
optimum lag length, serial correlation,
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