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The impact of trade openness on economic growth in Libya

Abstract:

This study aimed to investigate the impact of trade openness on economic
growth in Libya, during the period of 1962-2012. To achieve its objective
the study has used Cobb-Douglas production function. In addition, it utilized
the ARDL model, based on Bound test approach to Cointegration, and
Unrestricted Error Correction Model UECM to analyse the long and short
run relationship among the study variables.

According to the main results the study has found that the variables have a
long run equilibrium relationship. The long run equation has indicated that
the openness rate coefficient has a negative sign. However, the coefficients
of the real exports, SHWX Index, and Hirschman Index have a positive sign.
Moreover, they have been fond statistically significant. The short run context
has demonstrated the same findings. Regarding the main variables, Granger
Causality test has proposed that there is no causality relationship exists from
trade openness, SHWX index, Hirschman Index to RGDPPC respectively.
However, a positive bilateral causality relationship between real exports
value and real GDP per capita has been found.

Key Words: openness, Cointegration, UECM, Hirschman Index.
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Bkl gae JLEAY aww 4 Cus (Deductive Approach liuw) zeid) Ll

el sl Al e gaba@y) sail) e plaill jipad s Adleiall dpa
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DA e iy (Time  Series  Analysis  diajll dudbadl Jolas e )
oLidl 8 e cUnit root Tests sl i patial diesll Judlull 4)haial <fladl
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a3 ady Lo sl 8 cilapidly e G A0 Gl 8 TS al (2015)
10e IS Ui (e (ool gailly (oylaall ~ L) (G ADkal) (ulal dllall oda aladiul

Edwards, S. (1992); Salahuddin&Gow (2016); Yeboah, Naanwaab,
Saleem& Akuffo (2012).

t YK Lalall Lgiyga 4 Cobb-Douglas syl ally delua (Ko
Q=AL“K” —(1)

ciongli€ill Adpaall (s Jiadll 2l e e A 5 cailapidl Jia Q o) Cus
A, B e IS diasg ( s (e JLl s daall (grmic KL e S8 i
pas lsn duilaie Aidad A 038 Aty cJanlly JLal) Gl cre ST A5l il
<Lanier Homogeneous function with constant Returns to Scale b
(@il Z Y] Clpbse pans Jedal A o3a paug 2 By e+ B =1 ol il

f0e IS 40 ol Le ey (e
Edwards, S. (1998); Adhikary, B. K. (2010) Yeboah, Naanwaab,
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L) a5 (Ll o3 (8 ileda 35as g2 eV 8 33T ae Gaa
Basly deda (el A Cua (Endogenous one Break ADF Unit Root Test
.(Ling et. al,2013) Dicky-Fuller z s« Dummy Variable ey i
Luball a8 clbpriall sasgl) s las) & cpn @ (2) &) Ja Jeaall il
LY DA (a5 %5 Lisins Goine de dapal) 2l t 2 Ljlae DI (e Cil
& INREXGR «(InSHWX (InTRADG «InPDIG &)yt J Prob. L 4Lzl

Clasall Julad aliial ol 48 Sfpdiall fasgll s JLIS) @ilii :(2) ad) S
Endogenous one Break ADF Unit Root Test

ADF-Min t
variables Constant included constant and trend included L 5
i
level 1st D level 1stD a
*1-3.213910  -9.470227 -3.430777 -9.122312 1974
INRGDPPC | w4 443649 = -4.443649 = -4.859812  -4.859812 I(1)
= (0.55900 <0.01 0.7329 <0.01
* | -7.074046 = -9.772524 -7.013094 -9,659412
INPDEG | **| -4.443649 = -4.443649 -4.859812 -4,859812 2004 1(0)
= <0.01 <0.01 <0.01 <0.01
* | -3.997788 | -10.50879 | -3.936408 @ -10.28551
INLABPRO | ** | -4,443649 @ -4.443649 -4.859812 -4.859812 2011 1(1)
=+ (0.1571 <0.01 0.4118 <0.01
* | -19.41759 | -4.386723 -16.03829 -5.618138
INTRADG | ** | -4.443649 | -4.443649 -4.859812 -4.859812 2011 1(0)
= <0.01 0.0586 <0.01 <0.01
* | -4.856026 | -10.27710 -4,931150 -10.18353
INSHWX | ** | -4.443649 | -4.443649 -4.859812 -4.859812 | 1985 I(0)
=+ (0.0149 <0.01 0.0402 <0.01
* | -3.389172 | -9.662011 -4,119104 -9.968577
INHIRSCH | * | -4.443649 @ -4.443649 -4.859812 -4.859812 | 1986 I(1)
ok 0.4486 <0.01 0.3038 <0.01
* -4.877584 -26.52674 -7.629879 -11.14926
INREXGR ** | -4.443649 -4.443649 -4/859812 -4.859812 2008 |(0)
| 001 <0.01 <0.01 <0.01
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Bl B sal) s e i€l 5 :Residuals (Blsall Aledw daldd) clasy) Yl
olaa) alaasaly ellyg (Serial Correlation Juliad) b)Y A<Ge (e lagls (e
AKaA) 238 (e lgililas are o mtull s 234 (Serial Correlation LM test
0.1046 (g5ls il Breusch-Godfrey sebash (alall Jlaal) ded <y Gus
i G a1 P05 Aisina (g Yo digien e CulS S LEAY) 1 ded o e
AU 038 (ye (Blod) Al Blilae axe I ud 53 axall 28 Jod

«<Normal Distribution sashll assill sl dlulu & Lol 2e oo Laf CaiSll 5
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Lsiea e GulEaY) i dad of Nl e 0.8695 5 ¢1.0000 Uisbu ol ctest
Blles pdes oy A paall ol e GU) SaY) (%5 Lisies (e e

AIKEA 038 (e JBleall ALl

Residuals  4/s// Aeddes cifpliis) +(3) ady Jgadl

TEST Statistic Value Probability
Breusch-Godfrey serial correlation LM test 4.515605 0.1046
Normality test (Jargue Bera) 0.433701 0.8050
. Breusch-Pagan-Godfrey 3.888983 1.0000
Heteroscedasticity
ARCH test 0.026973 0.8695

s2e (s 28Ul :Testing of the Model Stability gisail) JSb b jlas) :Lal
COSUM of 5«CUSUM icloaal e slae¥) a5 z3gall JSa il
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ARDL Bound test _lis/ gilii :(4) ady Jga)

Test Statistic Value k
F statistic 6.831626 6
Significance 1(0) (1)
10% 1.99 2.94
5% 2.27 3.28
2.5% 2.55 3.61
1% 2.88 3.99

oee Cointegration Model Estimation &lidall JalSil) zigad 1185.4.3.3
Lanls Cpn @Y (Gl i sl JelSall 2 3sai i gl (5) Ay Jsaall
O DA e g (Aiisl) Sl yiial) deganag alill i) (el dligh AD])
Al Labeal) dad cialy i ol il e ke haiy INPDEG i)
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lay LAl i)l JlaY) adl W) (@lal 55 %1 Jawe e
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521 ()8 13gls <P-Value = (0.0000) o) Gus Lilasl disies cuilSs (0.197947)
oda Gilsiiy <0.1979 laier solai®Yl saill 53L3 535 %l late Jeall Lol
Alead) 355 63 ol SLaiBY) adlsg cAgan o Apabia®Y) Lyt (olaie o Al
B s S daalud)l cleUadl By Sb O s ¢ eadd) gl 4

(oAl e e Aadl

557



s 28 Onn L (B (gabai®) sail) o (glail) gyl i
ke Liy INTRADG (olall bV b Jiaiall cand) 138 & oulll)
«(-1460.92) 4ied Lo una) 13g) Akl Ligyall crly g csabaiy) gall ae
GHleal dwai 5Ly olé @l P-Value = (0.0101) s Lilias) digiee cuilSy
ol Elll Galia gag Bl Jaew Jleal) Jadll mll daslall s)lasl)
ZEEY) e s Y Ll of e @l Jas (1460.92) Jlsiar 28l asdal) s
cﬂhﬂ Ladline Y axa & Cal 3 Lﬁ)\;ﬂ\ Ctm.\\‘j\ Yz EAL_.;} ui IWITEN c(__g)\aﬂ\
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e SIS (il Lilas) Digine e LTy Al claddll 5las yupaiy (sabai)
@lai®y) gaill G danlad) ADle 29a5 o A Fargani (2014) A das L
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S el glaall by (e dselil Joall Baliiud

Yanikkaya (2003); Dowrick & Golley (2004); Baek & Kim (2011);
(2016) =gl
Levels Equation &uidall JelSill zisai i geilii :(5) ad) Jgsadl

Variable Coefficient Std. Error t-Statistic Prob.
InPDIG -12068.7 3084.718 -3.91241 0.0008
INLABPRO 0.197947 0.031761 6.232438 0.0000
INTRADG -1460.92 516.8607 -2.82653 0.0101
INSHWX 2121.983 757.3101 2.802001 0.0107
INREXGR 1.439987 0.251423 5.727352 0.0000
INHIRSCH 10780.97 2410.724 4.472089 0.0002
C -25134.4 4054.114 -6.19972 0.0000

sl ae Lasizid In SHWX, In REXGR (a5 cilpsbaall duidliy dalall @fpaiall W
(sl e (1.439987) 5 (2121.983) — <y cligye clulal (5ol
(0.0107) Leg! P-Value dad il Cus (lilasa) (iugine Oialed) ol culs
«ahaball Ldln gai ae i (galaBY) gaill Gli cllily  Jgll e (0.0000)
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JSHl Hirschman jége & Jidial chalall JSe 4 goiills palal) el Jasiy
oliie Lo diigye by By ceolaB) palll ae Loyl clliall USe 3 el
«(0.0002) ylsie L P-Value das cialy us (lilas] disine iS5 ¢(10780.97)
Jae A5 ae it @oba®) paill oF S (e i OIS Lo Callas dagull o3y

cobaball (< b el S
Jsaall Pla e iy :UECM Model Estimation Uil gosal zigai ks
Opall)l da¥1 DA Gl Shpaitia cp ANl i w53 (5) &
Uil s ol o cAahpall il juadll Ja) Ablee i ge i g
P-Value ias s «(-0.976841) (sl z3saill 131 Error Correction Term
1 3 Omulad) clydll @it e @ Y1 (0.0000) & Al Lsliad
e 0.976841 aied Lo (b 13gly cAilasy) diiginag Ll 4iad Laag ¢ Jalaall
& Bagall ol Gl 1agly (AL Gl Basg DA lgaaad 2 juadll JaY) elasl]

s gy A i Lo (a5 O

Jeaall JIA e Baadl ¢ juadll Ja¥) A dudyall cilysrie G AR agadal dpall
& elaly) cilid DA Ll el (J6Y) 3ol Haial) Glabead) G (g3
Ly sasly diw el 5530 2l el Jo¥1 3 o CAIC jles dhaulsy Laaaas
A elay) 5dl Lol Lol clilian) Usiea oIS 8y caalill uid) ae Lyl
Aagiaa e culS
3 Jlea¥) ad) mUl (goaill BEY) dps o ped) B undly gl Led
elad 5k Loyl dne Jasily el il e Lo a5l 8 a1 Js¥) Gl das)
) sda culS My (i DB viey ola) 5 e Lo dne Ly csaal
Lilas] digina
ool ae byl taadll (3 deal) Laaliy el Gl usiall Jo¥1 Gl dag))
dgina il iy (Al dnllly JY) slady) il sie Lo 4 Ll cailil
Asliasl
IV @il Lag)) i (gylal L) b Jadiall Cnll 13 8 oullY) il Al
Lgiea i) cul€y () undl e e saaly elad sk of 3l &4l
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Iafe WDl o @olady) sally (ol ZEaY) o ADW Gl iy dila
sl JaY) DA s

UECM [bil) ruawal ripai uutds geilli :(6) ads Jgaad!

Variable Coefficient  Std. Error  t-Statistic Prob.
D(RGDPPC(-1)) [ 0.219139 0.099393 2.204761 0.0388
D(RGDPPC(-2)) [ 0.188850 0.094699 1.994205 0.0593

D(PDIG) -3715.057763 1 942.948105 @ -3.939833 0.0008

D(PDIG(-1)) |5730.006749 1581.115826  3.624027 0.0016

D(PDIG(-2)) |-5019.028658 1487.057714 -3.375140 0.0029

D(PDIG(-3)) |-9468.750860 1818.751156: -5.206183 0.0000

D(LABPRO) 0.105307 0.018697 5.632128 0.0000
D(LABPRO(-1)) | -0.152850 0.030976 -4.934387 0.0001
D(LABPRO(-2)) | -0.104462 0.023536 -4.438446 0.0002
D(LABPRO(-3)) | -0.038097 0.017150 -2.221391 0.0375

D(TRADG) [-1964.571141 612.990695 . -3.204896 0.0043
D(TRADG(-1)) |-1765.229418 441.371928 @ -3.999415 0.0007

D(REXGR) 0.091571 0.073123 1.252281 0.2242
D(REXGR(-1)) | -0.634070 0.135612 -4.675624 0.0001
D(REXGR(-2)) | -0.762048 0.143718 -5.302385 0.0000
D(REXGR(-3)) | -0.680287 0.145272 -4.682855 0.0001

D(HIRSCH) | 3178.781186 1700.592948 1.869219 0.0756
D(HIRSCH(-1)) |-2736.726104 1 1831.450223 -1.494295 0.1500

CointEq(-1) -0.976841 0.114432 -8.536432 0.0000

ol pe Lo 4l Jo¥) Gl Loyl 38 Adall chaliall ded e Gl Led
L lilan] digies i) culS a8y (AN, Agly oY) ellaY) i e il
ivall ge ciias ¥ el e ) eV chigine puiall 138 dalee oS5 al8 55l
Ay sl L) DA Y] el Yo ddeal) cplall dad jela A ol 13l
Oty Ao P cihaliall o2 dad skiy ply (salaidV) saill o s cadlly
QY Pa ol sal) pe lu€e juidl 13 Jeny cCume Glgin EDl

i)
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G 51 cgine pe 4y Laldll clpail el clplall (K gai palal) il
padll JaY) Pla 2l i) pe 88y Lasiy Y 43 ey

A Lgle Digusdl F dad cilSy «0.97 Jlss ul< Adjusted R-Square des
¢(0.0000) 1 &sbus P-Value das cul€ Eua Lilias) Ligine <uilS <53.67178.
Chatall (8 il el bl jundll B bl e 997 ans L gl i
Belian] iy da z3saills dcalal) dlledd) Cadg oy ez dgalll 8 dayaall Al
.F

ALl Julas milu el :Granger causality Test yaihal Ludl sl .4.3.4
b 4l 4l P-Value dady F o lis) 2ad DA 0w Granger Causality el
2 (goatill B (o a5 2aly olad) A L 4D A o (7) 3y S Jsand)
& @Al e nias il Gl M) Asd) @) ) Jleal) Jaall z5ll) e

silaidy) # Ldiy) o Granger Causality Lo Julal gilii :(7) ady Jaadl

(SAY) dial) fpiially

Null Hypothesis: F-Statistic Prob.
PDIG does not Granger Cause RGDPPC 45918 0.0154
RGDPPC does not Granger Cause PDIG 1.4632 0.2425
LABPRO does not Granger Cause RGDPPC 2.3621 0.1061
RGDPPC does not Granger Cause LABPRO 3.0981 0.0551
TRADG does not Granger Cause RGDPPC 0.5375 0.5880
RGDPPC does not Granger Cause TRADG 5.4605 0.0076
SHWX does not Granger Cause RGDPPC 0.5692 0.5701
RGDPPC does not Granger Cause SHWX 0.9523 0.3937
REXGR does not Granger Cause RGDPPC 6.0454 0.0048
RGDPPC does not Granger Cause REXGR 4.0659 0.0240
HIRSCH does not Granger Cause RGDPPC 0.3356 0.7167
RGDPPC does not Granger Cause HIRSCH 0.4726 0.6265

viddg ¢ laill Z L) (soie (N 2l sl JleaV) sl &5l e asly olail
il pslall Ldaall dadll juxie o Bilateral Relationship ol (b gal adle
A 3Dle cyuiall Ak o das Yy Al sl Jlaa¥) sl il ki
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s 28 Onn L (B (gabai®) sail) o (glail) gyl i
ailly ylall Z LY G A8 (ulal Gasd) aae) :Conclusion bl .5
a3 28y (el Jrdldl Jalas e el bl Gl e Ll 8 (gala)
OLs) aDIa e 3 (3 (ARDL dejpal) slaty) cial SIA lasiy) z3gai Ciidags
ol cundl a8y (Aliuall clyial de ganag bl uxiall o saa) Abigh 1)
Clariall e 4 gaall dligha 4053 A8e 3g9a9 Bound  Test agaall jLisl
SV A o ) @ tal) JalSH) gl uad DA ey caalil) uaiall i)
aisiall puSe o Lilian) dginag Al £l il (gladll ~Liasy) yxie Jayys
s el Lgalaal) Slayall sy 385 Loy cdplai@y] Akl Pla o
Gy clgihalin g5 (saa (Hlaill Lyl e Wolin) il (Al Joal
Laaal) chabiall Lad 8 olidal cabiall 4l 5y Joanyl a8y ¢l sy
g5 rise Lol cadsie oo LS il uaid) pe Lyl allall clpsln b duanll 50y

e 58 L pSe o oobaiy) sall ae Lk dag)) 2 bl

Ja col€s (Uadll i 73500 ja & Canll Cilyaia G (52l Byl AR (gl
sl e Al A8y (glaall F LY soiie Jasly Liloaa) dgina il il
Aoy o im 2 51 €0.796 ok Lo Uil st Jame glig caliaiY)
O)lsall Bagall 2t (%79.6 ali jrmdll (gaall 3 CYMNIA) (g) 2ie O)leall agall
L poads diw Pl

Gaall (b g pa yas iy uiall O ey il JalSll 35 o) Gaa
@ity ) sailly Aliiall cpatall Jays o Al AU LaA) &3 2 (bl
L) loa) alasnuly @by calariall 228 G A ABle 2529 (53a (Ao aSall
Y @laall ~Uay) june of Hlasy) 1 cuils (Granger Causality Test il sl
Choliall dad pxie 4 Jadiyy (2 gl 8 cabai¥) gaill po dass A8y aiiyy
S 8 ponll e datin Yy coalady) 3 oala®Y) galll pe 4335k d8lay Liial)
LY sall pe Aps Aay jaliall

clelbdl e Sl @iy dualall chaball JS aoss e Jeall duball ag
Logd L Jant il gl ) il Ll g Unily ¢ aload) g USillS cipaidll
A Ll
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tpaliiual)
adll Pla ellyg bl 3 (sabeaid¥) saill o (glanl) L) A (uldl casd) 1aa Caxa
ilgs «Cobb-Douglas zlwy) allal (bl z3eaill Gl Juss & A5 85 <2012-1962
Bound asaall jlasl e aciadl GARDL dejsall elaty) clyidl I3 jlaasy) = 3ga
UECM il e Uil mom i 353 ) 6 @il JalSll LaaY aasiidl Test
) e G duad) ALY Lo dal)

Y Al clysnall e ant Ja¥) dbigh A5 A agag A Coall il aal Jiam
S (b gl Jaee pa e (gylall - Lay) Jane dadiy cps o3 el il
Ay clabiall L) Aally 485l Loanll (gyuiia Lafiyg cJushll saall & ellds ol
el ae Lipla calpsball U 8 psill ladin i5e Jadiyg calall uiiall ae dulad
Lyl i Ly bl @ld Ao Uadll st #3501 s il culs a8y AV g8 ol
pall (Gl 8 (ealaBY) sl Jana e Lo (g)laill ZlaY) it

SEHIL ey (gl adyy cball U< augti o daall (3 Canill Ciliags aal cilia
bl e dreaddly daliy) Glelhdll & dudl) Bl Ghlse o

c@laBY) gaill (Uadl) manai 7 39 el il JalSall ¢ gylaall o~ Luay) :dsalidal) cilalsl)

Olede e
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