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The Impact of Indirect Taxes on The General Budget Balance in Libya — An
Econometric Study for The Period (1970-2023)

Salwa Jouma Essa Alhaen*!

Abstract: The study aims to test the impact of indirect taxes on the balance of the
public budget in Libya during the period (1970-2023), The data issued by the Central
Bank of Libya during that period revealed the existence of a structural deficit; as well
as the expansion of public spending in all sections, whether it is the ongoing spending
on salaries, subsidies and social benefits under the pressure of rising inflation rates, or
the expansion of spending on infrastructure that has a long-term return that is relatively
low compared to short-term spending, or it may be due to the imbalance in the tax
organization, especially indirect taxes, such as taxes on imports represented by customs
duties, and some other types of taxes, including foreign exchange sales taxes. There-
fore, the relationship between Libya's general budget balance and indirect taxes, infla-
tion rate, and real exchange rate was tested using the (ARDL) model, The results of the
(Boundstest) indicated that there is no co-integration between the variables of the
model, that is, there is no equilibrium relationship between the variables in the long
run, and the estimation results indicated that there is no causal relationship between

indirect taxes and the balance of the public budget in the short run.
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7004.3 54498.8 61503.1 2010
-6553.2 23366.5 16813.3 2011
16189.8 53941.6 70131.4 2012
-10519.9 65283.5 54763.6 2013
-22270.9 43814.2 21543.3 2014
-19171.5 36014.9 16843.4 2015
-20326.1 29171.3 8845.2 2016
-10354.4 32692 22337.6 2017
9857.2 39286.4 49143.6 2018
11552.2 45813 57365.2 2019
-14492 37310 22818 2020
19844.1 85775.9 105620 2021
6501.7 127874.5 134376.2 2022
191.3 125726.4 125917.7 2023

22010 (L (gl Auilasy) clilad) 5acl LalamBy) aglall Gigay $pm alad) Gall Libagl) Ag) : jraal)

2023-1970 554l 5pdlia ysall Qilpall (2) a8 (3alal)
Halall e iyl
[ BN ASHen asu) Al
50.5 15.0 35.5 1970
55.2 17.5 37.7 1971
73.3 17.5 55.8 1972
99.2 23.1 76.1 1973
165.0 46.2 118.8 1974
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219.9 63.4 156.5 1975
242.9 771 165.8 1976
264.2 93.1 171.1 1977
307.3 101.8 205.5 1978
393.2 135.1 258.1 1979
522.9 249.6 273.3 1980
753.6 492.6 261.0 1981
552.2 355.0 197.2 1982
488.0 269.3 218.7 1983
654.3 354.9 299.4 1984
413.9 207.4 206.5 1985
401.9 211.2 190.7 1986
348.4 157.1 191.3 1987
617.7 318.8 298.9 1988
506.8 203.4 303.4 1989
334.5 47.4 287.1 1990
434.5 134.5 300.0 1991
425.2 197.2 228.0 1992
430.9 199.9 231.0 1993
610.9 251.6 359.3 1994
615.8 215.8 400.0 1995
641.4 197.4 444.0 1996
676.1 236.1 440.0 1997
693.1 174.1 519.0 1998
664.6 145.1 519.5 1999
544.3 149.1 395.2 2000
362.5 0.0 362.5 2001
364.0 0.0 364.0 2002
384.8 0.0 384.8 2003
852.6 0.0 852.6 2004
986.5 438.5 548.0 2005
975.2 448.3 526.9 2006
1076.3 548.3 528.0 2007
1158.1 658.9 499.2 2008
1570.2 693.5 876.7 2009
2120.5 726.6 1393.9 2010
803.8 566.3 237.5 2011
1065.3 816.4 248.9 2012
1077.7 935.8 141.9 2013
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974.1 914.6 59.5 2014
843.1 797.1 46.0 2015
813.2 748.9 64.3 2016
1054.9 890.4 164.5 2017
1426.1 976.4 449.7 2018
1136.1 839.8 296.3 2019
1809.3 1677.3 132 2020
1452.5 1141.7 310.8 2021
2460.1 2248.6 211.5 2022
1812.1 1479 333.1 2023

Ajiia alae] coulih AaalaiB) 5dilly i) Lol ¢ slanyly Ggadd) B (el Ll Cipaa bl

Unit Root Tests duiajll Judbudl 4 biind JLad) gilii (3) a8y Galal)

Augmented Dicker Fuller test (ADF)
variable 1 (0) (1)
T-statistic Critical value 5% T-statistic Critical value 5%
LBD -2.00 -2.92 -9.58 -2.92
LIT -2.55 -2.92 -12.27 -2.92
Lexr 0.96 -2.92 -6.63 -2.92
InF -3.98 -2.92 =7.00 -2.92
Phillips — Perron (pp)
1(0) H(1)
T-statistic Critical value 5% T-statistic Critical value 5%
LBD -1.86 -2.92 -9.58 -2.92
LIT -2.85 -2.92 -12.89 -2.92
Lexr 0.96 -2.92 -6.63 -2.92
InF -4.86 -2.92 -16.34 -2.92
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