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The Impact of Financial Development on Economic
Growth in Libya: An Econometric Analytical Study

from 1990 to 2020

Zakiyah Ammar Elhadi Alaroumi

Faculty oF Economics, University oF Zawiya, Ajilat, Libya

Abstract

The study aimed to measure the contribution of financial development
to economic growth in Libya using relevant data (1990-2020). Relying on
the ARDL-Bounds Test as an integration approach and the Toda-
Yamamoto test for prevailing trends. Variations in the study were
presented in Northern Ireland as a measure of economic growth as a
dependent variable, while the explanatory variables were identified in a
reference private sector bank, using the broad Internet as an indicator of
financial development and trade openness, and a dummy variable as
variables. All variables are expressed as percentages of GDP. The results

of the minimum correlation test showed a positive contribution of the
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private sector's primary credit indicator to economic growth in both
short and long-term success, and a positive contribution of the short-
term telephone offer indicator to both successful and long-term growth.
Trade openness was positive for economic growth in both short-term
success and long-term success, while dummy change was positive for
economic growth in both short-term success. The results of the t-y test
also showed a relationship between the volume of credit, the private

sector, and economic growth.

Keywords: Financial development, economic growth, bounds testing, causality

testing, Libya.
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