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Trade openness and economic growth in Libya
A new look in context of environmental considerations
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Abstract:

The main aim of this study was to examine the relationship between trade openness and economic
growth, both in terms of its traditional concept proxied by real GDP, and sustainable concept
proxied by carbon productivity CP, in the Libyan economy during the period of 1962-2017.

The correlation analysis has showed a positive relationship between trade openness and GDP.
However, a negative relationship between trade openness and CP has been captured. Bounds test
results have supported the existence of a long run equilibrium relationship among the research
variables. UECM results have indicated a negative impact of trade openness on economic growth,
both GDP and CP. In addition, long run coefficients have illustrated a positive impact of trade
openness on GDP, but a negative impact on CP.
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ol Sk o JoShdt 1(1) 3y S
ol Sl do gl Alax1 ailadl (1) o3y Jgud!
INTGDP INCRBN INGCF INLABR INTRSH
Mean 9.869684 6.042316 8.446768 -0.035014 -1.127496
Maximum 10.74535 8.230796 9.743818 0.900845 0.435770
Minimum 7.240466 4.537999 6.859111 -1.032825 -2.088302
Std. Dev. 0.766424 0.775574 0.707404 0.554038 0.624348
Jarque-Bera 39.24373 4.085538 1.455629 2.416659 4.605419
Probability 0.000000 0.129669 0.482963 0.298696 0.099988
Observations 56 56 56 56 56
Condl Sl gty Sl 1(2) @By Jaud)
Variables ADF PP KPSS ZA
LnTGDP -3.526081* *-3.716561 0.186130** -9.669728**
INCRBN -6.040991** -5.364286** 0.051909* -8.343007**
INGFCF -8.459537** -8.504001** 0.088652* -9.484492**
InLABR -6.280692** -6.201843** 0.061297** -6.980124**
INTRSH -8.391347** -8.706362** 0.070895** -5.434647*
* Significant at level (5%), ** Significant at first difference at (5%)
Codl Slphia G LY dbgian ((3) By Jyad
LNTGDP LNCRBN LNGCF LNLABR LNTRSH
INTGDP 1.00
INCRBN -0.37 1.00
INGFCF 0.79 -0.23 1.00
INLABR 0.82 -0.61 0.65 1.00
INTRSH 041 -0.65 0.50 0.68 1.00

E - 234 -
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Narayan (2005) Critical values 5%

Models F statistic I(0) D) Decision
(@H) 26.11907 2.982 3.942 Cointegrated
(2 44.06347 2.982 3.942 Cointegrated
Model (1) Model (2)
Variables .. - .. -
Coefficient ~ Std. Error t-statistic Coefficient ~ Std. Error t-statistic
D(INCRBN(-1)) - - - 0.367061* 0.053964 6.801990
D(INCRBN(-2)) - - - 0.258747* 0.052796 4.900919
D(INCRBN(-3)) - - - 0.145785** | 0.057586 2.531591
D(LNGCF) 0.255784* 0.038504 6.643035 - - -
D(LNTRSH) -0.152410* | 0.047220 -3.227625 | -0.599552* | 0.096424 -6.217861
D 1967 - - - -1.192053* | 0.085839 -13.88702
D 1974 0.290174 0.024648 11.77263 0.780391* 0.091995 8.483000
D 1979 - - - -0.488780* | 0.070475 -6.935515
D 2007 -0.152220* | 0.036158 -4.209818 | -0.466974* | 0.097491 -4.789899
D 2011 -0.754349* |« 0.091818 -8.215686 | -1.192053* | 0.085839 -13.88702
D 2012 1.008404* @ 0.135254 7.455608 - - -
D 2013 -0.273258* | 0.096544 -2.830414 | -0.380664* | 0.117705 -3.234063
CointEq(-1)* -0.294425* | 0.024643 -11.94754 | -1.072204* | 0.068710 -15.60476
* significant at 1% significance level, ** significant at 5% significance level
Diagnostics tests g3l imaseid! ohlasY11(6) o3y Joud!
. Model (1) Model (2)
Jarque-Bera Normality test 0.212345 (0.899269)  1.043515 (0.593477)

Breusch-Godfrey Serial Correlation LM Test:

3.596001 (0.1656)

1.807629 (0.4050)

Breusch-Pagan-Godfrey

7.899183 (0.7223)

18.41676 (0.1423)

ARCH Test 0.192913 (0.6605) 0.369779 (0.5431)
Remsy reset t-stat (p-value) F-stat (p-value)  Likelihood ratio (p-value)
Model (1) 0.673452 (0.5043) 0.453537 (0.5043) 0.590734 (0.4421)
Model (2) 1.134637 (0.2638) 1.287400 (0.2638) 1.778554 (0.1823)

( ) P-Value

OLS =,k Long run coefficients Jugalt Jor¥ Jos 33 ek ks (7)) o8y Joosr!

Model (1) Model (2)
Variable Coefficient | Std. Error | t-Statistic | Coefficient | Std. Error | t-Statistic
LNGCF 0.333750* | 0.073291 4553763 | 0.382552* | 0.035892 10.65831
LNLABR -0.219029 | 0.302726 | -0.723523 |-0.418624**| 0.162170 | -2.581388
LNTRSH 0.525169* | 0.188741 2.782484 | -0.265022* | 0.073093 | -3.625813
C 7.173528* | 0.620313 11.56437 | 3.353608* | 0.369781 9.069179

* Significant at 1% ,

EE

** Significant at 5% ,




(238-225 0. =) <[l ilae¥) (8 saaa Lg) Ll 3 ool sailly ()l Y

Model (1) N

12
0.8
0.4
0.0
-6 0.4
2014 2015 2016 2017 2014 2015 2016 2017

—— CusumMm 5% Significance —— CUSUM of Squares 5% Significance
12
08
04

0.0

S & N o v o~ o
|
|
|
|
|
|
|

04
2014 2015 2016 2017 2014 2015 2016 2017

—— Cusum 5% Significance —— CUSUM of Squares 5% Significance

CUSUM , CUSUM of squares JS41 it otylast 1(2) o8y S0

DAy oYY -
.86-45 (1)25 .aslasl &l ale L) (3 dslizndl dadly 2l as L) ,(2017),@; T

2010 (il chelazr Vg R3las¥l SbLA aslamY1 50l slas) psall St S ool Codd 2yl 5LAI
gl UL 3uel (st bluoll delal) 5)5Y) cdaasdll 3059
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