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The Impact of government Expenditure and Parallel Exchange Rate on the Price Level
in the Libyan Economy
An Econometric Study Using ARDL Model for the Period (1990-2022)

Dr. Abdelhakim M. Embaya
Associate Professor, Economic Department, School of Administrative and Financial Sciences,
Libyan Academy for Postgraduate Studies, Tripoli, Libya

Abstract Keywords

This study aims to estimate the impact of government expenditure and parallel exchange Government Expenditure
rate on the price level in the Libyan economy during the period from 1990 to 2022. The
study uses an Autoregressive Distributed Lagged Model (ARDL). The results show a long-
term equilibrium relationship between the study variables. The coefficient of the error Price level
correction term is statistically significant and negative, indicating an adjustment towards
equilibrium at a speed of 94%, one period after exogenous shocks. The results also indicate
that the government expenditure variable has a significant positive relationship with the
price level during the study period, while the parallel exchange rate variable has a positive
and insignificant relationship.
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