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The impact of the development of the banking system on economic growth 

A standard study of the case of Libya during the period (1990-2020) 
Abstract: This study aims to investigate an effect of the development of the banking 

system on economic growth in Libya, through an econometric study in which the Au-

toregressive Distributed Lag (ARDL) method was used, applied to annual time series 

during the period from 1990 to 2020, Where a gross domestic product was used as  a 

dependent variable representing economic growth, while a  total credit granted by 

commercial banks to the private sector and total deposits in Libyan commercial banks 

were used as a percentage of the gross domestic product and net foreign assets as a 

percentage of the gross domestic product as independent variables representing indi-

cators for the development of the banking system. Results of the study showed that 

there was a positive relationship between deposits and net foreign assets and economic 

growth, while the study indicated that there was an inverse relationship between the 

credit granted to the private sector and economic growth. And giving greater im-

portance to the orientation credit to the private sector, especially small and medium 

enterprises, because of their great role in increasing economic growth. 
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𝐺𝐷𝑃 = 𝐶 + 𝐷𝐷 + 𝑇𝑇 + 𝐹𝐹

𝑳𝒏𝑮𝑫𝑷𝒕 =∝𝟎 𝑪𝒕 +  𝜶𝟏𝑳𝒏𝑫𝑫𝒕 + 𝜶𝟐𝑳𝒏𝑻𝑻𝒕 + 𝜶𝟑𝑳𝒏𝑭𝑭𝒕 +  𝜺𝒕
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𝛼0,𝛼1,𝛼2,𝛼3

𝜀𝑡

 المتغيرات

 At Fris Difference)المتغير في الفرق الأول At Level)المتغير في المستوى )

 فليبس بيرون دكيفولار الموسع فليبس بيرون دكي فولار الموسع النتيجة

 قاطع مع اتجاه قاطع قاطع مع اتجاه قاطع قاطع مع اتجاه قاطع قاطع مع اتجاه قاطع

LnGDP 
-5.830581 

) 0.0000( 

-5.878332 

0.0002)) 

5.824276 

(0.0000) 

5.864315 

(0.0002) 

-6.624334 

(0.0000) 

-6.509965 

(0.0001) 

26.29418 

(0.0001) 

-28.50506 

(0.0000) 
I(0) 

LnDD 
-1.915274 

0.3211)) 

-1.882893 

0.6383)) 

1.872241 

(0.3402) 

1.882893 

(0.6383) 

-6.199026 

(0.0000) 

-6.083472 

(0.0001) 

6.199026 

(0.0000) 

-6.083472 

(0.0001) 
I(1) 

LnTT 
-0.980290 

0.7473)) 

-1.687102 

0.7320)) 

0.946206 

(0.7590) 

1.675394 

(0.7372) 

-5.731120 

(0.0001) 

-5.639405 

(0.0004) 

5.726356 

(0.0001) 

-5.639405 

(0.0004) 
I(1) 

LnFF 
-2.050955 

0.2648)) 

-0.908479 

0.9419)) 

2.356182 

(0.1621) 

0.425519 

(0.9817) 

-6.259913 

(0.0000) 

-7.241050 

(0.0000) 

6.247170 

(0.0000) 

-8.082001 

(0.0000) 
I(1) 
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 الملاحق

بيانات الدراسة جدول رقم   

year GDP 

1990 8,803.5 3,053.30 3,321.40 271.50 

1991 9,659.6 3,152.30 3,565.90 333.80 

1992 10,261.9 3,392.20 4,173.00 761.60 

1993 10,037.1 3,710.20 4,301.80 548.90 

1994 10,720.1 3,986.10 5,035.90 705.80 

1995 11,830.3 4,281.50 5,503.10 1,069.50 

1996 13,664.9 3,915.00 5,879.00 1,942.40 

1997 15,297.9 4,165.90 6,039.60 2,782.40 

1998 13,978.9 4,530.20 6,577.80 3,022.70 

1999 15,602.4 5,203.60 7,117.80 2,725.30 

2000 19,704.1 5,584.00 7,434.10 5,528.40 

2001 20,609.2 6,057.60 8,051.80 6,900.40 

2002 27,843.9 6,357.80 8,335.60 13,888.60 

2003 33,921.5 6,775.10 9,182.40 21,131.60 

2004 43,445.9 6,510.30 10,913.80 28,009.30 

2005 59,468.0 7,067.20 13,782.50 56,422.00 

2006 72,347.2 8,191.30 17,359.40 79,433.50 

2007 79,127.4 10,544.80 24,767.00 100,743.80 

2008 116,638.0 11,812.60 41,531.00 124,830.30 

2009 86,291.0 13,044.60 48,673.00 132,280.10 

2010 102,537.0 12,786.50 55,313.00 138,089.00 

2011 49,685.0 15,899.50 58,480.10 143,600.60 

2012 127,636.5 18,232.30 68,346.20 159,222.40 

2013 83,703.6 19,959.90 83,562.70 154,905.00 

2014 44,977.8 20,212.80 78,910.50 130,571.40 

2015 24,378.6 18,770.30 71,257.10 115,110.60 

2016 21,907.1 17,446.60 83,407.60 107,151.00 

2017 33,921.8 16,448.30 95,938.50 109,636.70 

2018 36,805.2 16,893.20 93,657.50 119,395.00 

2019 39,342.3 16,912.70 88,954.00 112,976.80 

2020 35,538.1 16,996.90 102,194.20 99,758.70 
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Series: Residuals

Sample 1994 2020

Observations 27

Mean      -4.03e-15

Median  -0.052983

Maximum  1.426778

Minimum -2.681673

Std. Dev.   0.898031

Skewness  -0.648299

Kurtosis   4.370707

Jarque-Bera  4.005008

Probability  0.134997


Breusch-Godfrey Serial Correlation LM Test:  

F-statistic 0.983397 Prob. F(2,10) 0.4075 

Obs*R-squared 4.437567 Prob. Chi-Square (2) 0.1087 

Heteroskedasticity Test: ARCH  

F-statistic 0.054160 Prob. F(1,24) 0.8180 

Obs*R-squared 0.058541 Prob. Chi-Square(1) 0.8088 
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