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Abstract

The Propose of this study is to study an impact of public expenditures of financial budget on economic growth
in Libya, during 197& 2013. Therefore, It was used Ram “1986” Model as main model in this study and also
this study used a method of ARDL. The study indicated that: there is an associated relationship among the
variables in long-run. Moreover, Granger Causality test found that has no causality relation in one or two
trends among study variables in short-run. However, the empirical results of Bounds Co-integration tests
reviled that there is a positive long-run relationship between Growth Rate variable in Real GDP as depended
variable with independent variables, such as Total Investment variable to GDP for last year; rate of Labour
Growth Variable for last year; rate of public expenditures variable for last year; & economic openness variable
for last year. In additional, there is a negative long-run relationship between Growth Rate variable in Real
GDP as depended variable with independent variables, such as public expenditures variable to GDP for last
year; and FDI variable for last year.

Key Words: Public expenditure; Economic growth; Rem Model; Libya economy; & ARDL approach.
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“Granger Causality Tests® £\ 3 i) Ol gils miog (6) ks

Null Hypothesis: Obs. F-Statistic Prob.
1Y does not Granger Cause Y 42 3.18511 0.0529
Y does not Granger Cause 1Y 0.78915 0.4617
L does not Granger Cause Y | 42 0.94350 0.3984
Y does not Granger Cause L 0.95064 0.3957
G does not Granger Cause Y | 42 3.01176 0.0614
Y does not Granger Cause G 1.62721 0.2102
GY does not Granger Cause Y | 42 0.39981 0.6733
Y does not Granger Cause GY 0.18351 0.8331
O does not Granger Cause Y | 42 0.40961 0.6669
Y does not Granger Cause O 2.49055 0.0967
FDI does not Granger Cause Y | 42 3.23769 0.0506
Y does not Granger Cause FDI 0.69669 0.5046
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