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Abstract

Some theorists of the neoclassical school believe that the rapid and temporary
windfalls, resulting from the rise of an export good, the discovery of a new economic
resource that can be exported, or a sudden a technical advance in one of the
economic sectors does not necessarily lead to a real balanced economic development
as much as it can lead to Negative effects on the structure of the recipient economy,
especially if the economy is a small open economy, given the accompanying and
subsequent adjustment problems that these flows contain, this phenomenon is known

in the economic literature as the Dutch disease, which is a phenomenon whereby
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rapid cash flows that occur as a result of a rise in the price of an export commodity
or the discovery of a new exportable source or a technical advance in a specific
sector lead to an imbalance change in the relative prices of tradable and non-tradable
goods which leads to the expansion of the latter at the expense of the former. This
study aims to measure the impact of rentier windfalls on the structure of the Libyan
economy. The study began with a review of the literature on entire economy and the
concepts associated with it, and then moved to estimate the impact of oil windfalls
on the supply of tradable and non- tradable sectors econometrically. The study
concluded that: The high oil revenues resulting from the increase in oil prices on the
world market led to a rise in the real exchange rate of the Libyan dinar, which is in
line with the expectations of the Dutch disease theory. And the real exchange rate of
the Libyan dinar contributed to the expansion of both sectors, the non-tradable sector
(the services sector) and the tradable sector (the productive sector), which contradicts
the expectations of the Dutch disease theory, and accordingly it can be emphasized
that the Libyan economy has not witnessed the phenomenon of the Dutch disease
.Based on this, the study recommended the necessity of working to diversify sources
of income, directing investments to economically feasible projects, and developing

the necessary policies to protect the economy from the risks of external shocks.
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