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Abstract: This study aims to analyze and measure the effectiveness of fiscal policy in achieving economic growth in
the Libyan economy from 1980 to 2023. Using annual data, two methodologies were employed. Firstly, a descriptive
method based on theories was used to extrapolate and track findings from the literature, studies, and applied research
related to the subject. Secondly, an econometric method was applied, which included the Unit Root Test, Johansen
i cointegration tests, and the Vector Error Correction Model. Additionally, tests were conducted to evaluate and measure
the quality of the performance of the estimated model. Finally, the study concluded that the economic growth has been :
negatively affected by changes in the amount of government spending—both current and developmental—over the
i long and short term. Furthermore, the positive effectiveness of direct and indirect taxes in enhancing the economic
growth was found to be limited to the long term only. .
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““ Unit Root Tests’” suxgl jpdr Shilast mikd jasbs mog (2) Jr

PP ADF
Tax Dtax Ds Cs Gdp Tax Dtax Ds Cs Gdp
-1.698 | -1.575 | -2.597 | -3.962 -1.573 -1.9685 | -1.612 | -2.654 1585 | -1634 [
(0.424) | (0.486) | (0.101) | (1.000) (0.487) (0.299) | (0.467) | (0.090) | (0.999) | (0.456) .
-3.656 | -2.325 | -3.139 0.156 -1.729 -3.7114 | -2.359 | -3.154 | -0268 | -1.729 | <.
(0.036) | (0.411) | (0.110) | (0.996) (0.270) (0.032) | (0.394) | (0.107) | (0.988) | (0.720) | oy 1
0.112 0.057 -1.769 5.340 -1.077 0.5893 -0.304 -1.917 2.406 -1.108 | <y
0.7129) | (0.695) | (0.073) | (1.000) 0.250) | (0.8397) | (0.570) | (0.0535) | (0.995) | (0.238) | a1y,
-9.727 -5.193 -8.298 -4.503 -7.329 -9.547 | -5.297 -8.271 -4.654 | -7.337 o
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
-10.281 | -5.145 -8.206 -4.891 -7.333 -9.692 -5.274 -8.179 -5.073 -7.331 et |3
(0.000) | (0.000) | (0.000) | (0.001) (0.000) (0.000) | (0.000) | (0.000) | (0.000) | (0.000) | iy 1’
9568 | -5.052 | -8379 | -4.267 -7.416 -9.530 | -5.292 | -8353 | -4397 | -7.426 | cw¥ |§
(0.000) | (0.000) | (0.000) | (0.000) (0.000) (0.000) | (0.000) | (0.000) | (0.000) | (0.000) | sy, |’
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‘¢ Johansen cointegration tests” jle| ol jasbs miog :(3) Jgir
Unrestricted Cointegration Rank Test (Trace)
Hypothesized Eigenvalue Trace 0.05 Prob.**
None * 0.8089374906605586 115.1392186185239  69.81888751890228 0.000
Atmost 1 * 0.417133369284298 48.9330334005447  47.85612715799575 0.0395
At most 2 0.3506864779725121 27.34115809722363  29.7970733405924 0.0936
At most 3 0.2110313968701228 10.0675743317108 15.49471287604062 0.2756
At most 4 0.01455366269043005 | 0.5864242447986412  3.84146549826895 0.443
Trace test indicates 2 cointegrating equation(s) at the 0.05 level
Unrestricted Cointegration Rank Test (Max-eigenvalue)
Hypothesized Max-Eigen 0.05 Prob.**
No. of CE(s) Eigenvalue Statistic Critical Value Critical Value
None * 0.8089374906605586 = 66.20618521797925  33.87686661827665 0.000
At most 1 0.417133369284298 21.59187530332108  27.5843377898994 0.2421
At most 2 0.3506864779725121 17.27358376551283  21.13161629675853 0.1595
At most 3 0.2110313968701228 9.481150086912159 | 14.26460015319721 0.2483
At most 4 0.01455366269043005 = 0.5864242447986412 = 3.84146549826895 0.4438

Max-eigenvalue test indicates 1 cointegrating equation(s) at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level
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““ VAR Lag Order Selection Criteria” jle| gl jasks miog (4) Jgir

Lag LogL LR FPE AIC SIC HQ
0 |-1932.420 NA 7.622e+34 | 94.50828 | 94.71725 | 94.58437
1 | -1810.136 | 208.7777 | 6.69e+32 | 89.76271 | 91.01654 | 90.21929
2 | -1760.616 | 72.46695 | 2.14e+32 | 88.56666 | 90.86535 | 89.40371
3 | -1692.228 | 83.40070" | 3.00e+31" | 86.45014" | 89.79370" | 87.66768"
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“ Granger” J i) jlasl mikd asis g (5) Jar
Null Hypothesis:

Cs does not Granger Gause Gdp
Ds does not Granger Gause Gdp
Tax does not Granger Gause Gdp

Dtax does not Granger Gause Gdp
Evelews. 13 slasy) mibdl ol 2 Je szl cpt Ul slas] o 2 pokaal

Obs.
41
41
41
41

F-Statistic
1.13940
3.67079
2.94958
2.30095

Prob.

0.3471
0.0215
0.0465
0.0947

*“ Vector Error Correction Model” sl il J2¥1 G B0 pils miogs :(6) Jour
=-0.4748492676029425*** (GDP.| + 27.6416914579* TAX_; + 23.8590130583*

D(GDP)

DTAX.; - 5.82481680268* DS_; - 2.75099771359* CS_; - 14251.9786985) +
0.4855503154446516*** D(GDP.;) + 0.8138880448483276*** D(GDP.,) +

0.8283973292086504*** D(GDP ) - 3.320689625472944 D(TAX.,) -
4.631715353525021 D(TAX.;) - 6.461879011983179 D(TAX3) -
14.75423477547562* D(DTAX.) - 13.00742153707852 D(DTAX.;) + -
25.81584271529437* D(DTAX3) - 2.945565528493039*** D(DS.;) +
1.189562033179419 D(DS.;) + 1.363636871628452 D(DS.3) +
0.4046510560135869 D(CS(-1)) - 3.202283904198186*** D(CS(-2)) -

3.126473440475458*** D(CS.3) + 5231.95729070213 1 ***

el 3 il gl Bodl jaseis Ol wikd ass pog (7)) Jour
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Residual Diagnostic Tests Obs.R Square Prob. Result
Breusch-Godfrey Serial Correlation: LM 7.437691 0.0592 No
Heteroskedasticity Test: Breusch-Pagan- Godfrey 20.91026 0.4024 No
Jarque-Bera 0.661554 No

Normality Test
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