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Abstract.

An issue of public debt accumulation and economic growth has become one of the most
convoluted global issues since several decades ago. Thus, this study aims to verify the
effects of public debt levels on Libyan economic growth, in addition to identifying an optimal
level of public debt. By using a set of statistical tests, such as Autoregressive Distributed Lag
Models (ARDL), and Ordinary Least Squares (OLS), on a sample of annual data during the
time period from 1980 to 2019. Results show that there is an inverse relationship between
levels of public debt and economic growth, suggesting that increasing levels of debt will
impede future economic growth, while investment rates positively affect economic growth.
This means that higher investment rates will push economic growth towards an increase in
the future. As for the optimal level of public debt was at 80% of GDP, because an increase in
the debt ratio over this rate will lead to a decrease in economic growth rates. Therefore, it is
imperative for the fiscal authorities to reconsider a distribution of public expenditures, by
concentrating on investment expenditures instead of current expenditures, as well as the
public debt rates must not exceed 80% of GDP.

Keywords: Public Debt, Economic Growth, ARDL, Libya.
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odsindl (g3kaBY) godly bl pull) daleaBY) S panell JlaY1 Chwo gl 1 (2) Jour

SB1,EY
Py L Lo gl dad bl dod o
Sl )
Growth 34,441 15,345 31,838 106,625 6,621
Debt 8,997 4,972 13,324 65,864 1,079
Investment 24.85 23.53 10.97 51.78 6.91
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ADF Test PP Test
At Level
ata Intercept & Intercept & A
Intercept Intercept

Trend Trend
Growth -1.6838(0) -1.7537(0) -1.9020(3) -1.9800(3) NO
Debt -4.0749(0) -3.5902(0) -4.1167(3) -3.9723(3) NO)
Investment -2.5808(0) -2.6334(0) -2.6681(3) -2.5741(0) No

At TstDifference

Intercept & Intercept & L

ol Intercept Tvond Intercept Tvend
Growth -6.6015%0) | -6.5040%0) | -6.5778%3) -6.4949%(3) (1)
Debt -10.057*%©0) | -9.8070%0) | -10.232%3) -10.057%(3) I(1)
Investment -5.8656*(0) | -5.8274%0) | -6.4110%(9) -7.4195%(11) I(1)
ISl Yes Yes Yes Yes Yes
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spry pde) paall Bz Lzl o pei LW 2wl 5836 (UECM) W) moead 50l 12 2300
(sl =) 3 i) o aelSS B 5929) Al ded dll o (skall W) 3 i) o 2 JulSS 1)l

b B i (ARDL) sudt jlast sl @ ai il il Jo Jgad) piady Gaall wm jaad i
Bgme pd 5V oday daudl sl 5 Job Lo s (ARDL) sl i 1) i) 0F Ly colpad) o =Y
o (SBC) Schwortz Bayesian Criterion jiss abuly (Log=1) asly +U) Jsb 353 jlas) ¢ i
skl Al 3 ) s LYY s

Alpldl 2398 & gt oy o1 Alygb BUAN 34y JlasY 3gud1 jlast il o(4) Jgur

sl
ER WA o
Ry ArEd SV U
bYW F oas Joar | 90% 2.711 3.800
(Pesaran and | 95% 3,219 4.378
wlaY F s Jes | 90% 2.560 3.428
( Narayan 2004) | 95% 3.078 4.022
il Foas F=5.564"

205 andt Lo Y Ul s ¥ F Aol Bviews iz, Je slaeVU E Ul slas] e el

Pesaran |5 .» el & (35Yly JoW) am b sadd (3g sl aslamYl F e 20 (4) o3 Joib
Foas ob « %5 aal coww e (e o LSy . Narayan (2004), and Pesaran (2009)
Pesaran and Pesaran . P Bl el G U e el (5.56) jum g asesd) aslaxy)
) deb i) Jody pall B3 28y Sk adey L st Je (4.02 45 4.37) Narayan (2004), (2009)
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i)y sl ol ) (3 ol ) Ll 8y ARDL
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Debt -0.2630 0.0772 [0.002]
Investment 0.5517 0.2158 [0.016]
C 0.3844 0.7894 [0.161]
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< i ARDL (1,1,0)
<Hlalal Skl B1,EY) LAY (6 grams
Debt -0.2709 0.4589 [0.000]
Investment 0.1848 0.0763 [0.021]
C 0.4893 0.9372 [0.174]
ecm(-1) -0.3350 0.1120 [0.005]
R’ 0.6189
I 0.5713
S.E. of regression 0.19832
DW-statistic 1.9219
F-statistic 17.3286
Prob(F-statistic) [0.000]
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