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Investment climate and its role in attracting foreign
direct investment in Libya

A benchmark study
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Faculty of Economics, University of Benghazi

Abstract

Foreign Direct Investment (FDI) is a tributary of development, if the
appropriate climate is available to make the most of foreign capital flows in
achieving economic development. Therefore, it is of utmost importance to
study the investment climate of host countries, which is what the paper
seeks to achieve through studying, analyzing, and trying to diagnose the
reality of the investment environment in Libya and analyzing its
attractiveness by identifying the available capabilities according to the
infrastructure and business environment index to attract foreign direct
investment. The paper also aims primarily to identify the most important
factors determining foreign direct investment in Libya during the period
(1990-2020). To achieve this goal, the study used the descriptive approach
based on studying and analyzing the problem, as well as the quantitative
approach using a standard model to measure the impact of the most
important factors determining foreign investments, using the ARDL model,
(Bounds-test & (ECM). Among the most important results reached by the
study is the existence of a joint integration relationship between foreign
investment and internal economic variables such as economic activity,
political stability and FDI, but the relationship between inflation and FDI
was contrary to expectations, a direct relationship. Also, among the
important conclusions is the necessity of improving the investment climate
in Libya to achieve better performance for indicators of attracting foreign
investments to the country, through wise and effective policies in the short
and long term.

Keywords: Foreign Direct Investment (FDI), Economic Growth (GDP), Investment
Climate, Libya.
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* FDI: Foreign direct investment the change in assets minus the change in liabilities. Net FDI outflows
are assets and net FDI inflows are liabilities. Data are in current U.S. dollars
* GDP converted by purchasing power parity (PPP)
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29 B Al aladiuly
Null Hypothesis: D(FDI) has a unit root

Prob.* t-Statistic

0.0000 -7.426848 Augmented Dickey-Fuller test statistic

-3.661661 1% level Test critical values:
-2.960411 5% level
-2.619160 10% level

GDP « galddl sty jlad)
Null Hypothesis: GDP has a unit root

Prob.* t-Statistic

0.5267 -1.487208 Augmented Dickey-Fuller test statistic

-3.661661 1% level Test critical values:
-2.960411 5% level
-2.619160 10% level

> Political Stability and Absence of Violence/Terrorism measures perceptions of the likelihood of
political instability and/or politically-motivated violence, including terrorism. Percentile rank indicates
the country's rank among all countries covered by the aggregate indicator, with 0 corresponding to lowest
rank, and 100 to highest rank.(World Bank).

® Inflation, consumer prices (annual %)
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Prob.* t-Statistic

0.0000 -9.512290 Augmented Dickey-Fuller test statistic

-3.661661 1% level Test critical values:
-2.960411 5% level
-2.619160 10% level
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Null Hypothesis: PS has a unit root

Prob.* t-Statistic

0.3357 -1.882661 Augmented Dickey-Fuller test statistic

-3.661661 1% level Test critical values:
-2.960411 5% level
-2.619160 10% level
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Null Hypothesis: D(PS) has a unit root

Prob.* t-Statistic

0.0013 -3.402785 Augmented Dickey-Fuller test statistic

-2.641672 1% level Test critical values:
-1.952066 5% level
-1.610400 10% level
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JolSs ADle agag oo o ati Ally adell dumgd by Gy 13 (% 10-%1) i

) il §yndall Cburial (ol
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Bounds Test ajaall i)

Null Hypothesis: No levels
relationshipF-Bounds Test

1(1) 1(0) Signif. Value Test Statistic
3.2 2.37 10% 14.73562 F-statistic
3.67 2.79 5% 3 K
4.08 3.15 2.5%
4.66 3.65 1%

1 (e J8) 4iad o) ECM Lia) geilts iy 38 g 3gailly prymasill Jalaa (it Lo Lol

.(P-value =0.00) 4slas]al¥a s X 4l (-0.87) zuaall

ECMzaail) Jalaa Ll
ARDL Error Correction Regression
Dependent Variable: D(FDI)

ECM Regression
Case 2: Restricted Constant and No Trend

Prob. t-Statistic  Std. Error Coefficient Variable

0.0000 -10.15625 0.085802 -0.871429 CointEq(-1)*

0.056994 Mean dependent var 0.974864 R-squared
Adjusted R-

1.745432 S.D. dependent var 0.949729  squared

1.267804 Akaike info criterion 0.391348  S.E. of regression

1.975026 Schwarz criterion 2.144143  Sum squared resid

1.489297 Hannan-Quinn criter.  -3.383160 Log likelihood
Durbin-Watson

2.890567  stat

* p-value incompatible with t-Bounds distribution.
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: sl cfLal
13 bl aasiveal) sl =3 gaill pall ol Glacal dpadd hlia) sae el cang

e Hoball puiall cplil) G aae Al Jedi Allg 1oabdll JSLEe (g0 a5la (e 83 i
5y (e SUI GlXS ¢ ada aysi 13 Alsdiadl il (6 oy ¢ SN Jalg Y] Al L
Pk Lad dage 8 LS LophEinly saiill ez asail)

(Algdal) paiall cpl bl JLEa) Yl

= S (Chi—Square) iilas¥ alaay) dad of paladll o culal) @bl jlaa) o
(bl 93 (Alsdiall xiall Gls adall A i Cua %5

Heteroskedasticity Test: Breusch-Pagan-Godfrey

Null hypothesis: Homoskedasticity

0.8987 Prob. F(18,10) 0.507903 F-statistic
0.7388  Prob. Chi-Square(18) 13.85027 Obs*R-squared

1.0000 Prob. Chi-Square(18) 2.152483 Scaled explained SS

flguiad) paiiiall g;\:m Bl Yy lad) Ll
Breusch-Godfrey Serial Correlation LM Test:

Null hypothesis: No serial correlation at up to 1 lag

0.3663 Prob. F(1,7) 0.932720 F-statistic
0.0804 Prob. Chi-Square(1) 027051 Obs*R-squared
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clgdall patiall oapdal) auigil) jLas cBIG
) panll Aazmpd Jass 1A %5 e S) dlaaY) o) Jarque Bera Lol dagi Caag

M ey iy lsdall iiall o gl o) e

9
Series: Residuals
8 Sample 533
7 Observations 29
6 Mean 1.84e-15
5 Median -0.045959
4 Maximum 0.675386
Minimum -0.374842
3 Std. Dev. 0.276725
) II Skewness 0.998959
Kurtosis 3.614011
1
0 .. - Jarque-Bera  5.278825
04 -0.2 0.0 0.2 0.4 0.6 Probability  0.071403@
3l o zagall) 5,08 LA slay,
10
” Forecast: FDIF
8 P Actual: FDI
. Forecast sample: 133
6 Adjusted sample: 533
4 Included observations: 29
Root Mean Squared Error 0.530069
2 Mean Absolute Error  0.385291
Mean Abs. Percent Error 115.0193
0 Theil Inequality Coef. 0.133900
- . _ VAN » Bias Proportion 0.008519
-2 Variance Proportion 0.021034
4 3 Covariance Proportion 0.970448
6 8 10 12 14 16 18 20 22 24 26 28 30 32 Theil U2 Coefficient 0.450069
Symmetric MAPE 88.08401
—— FDIF ——— +2S.E
lae Jaall (e yiiy dmidia Theil Inequality Jales 4ad o) JSAIL mage o LS

sl e z3sall 3% e Jly
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g asalll Jhiiu) LSRN sluald

10.0

-10.0
24 25 26 27 28 29 30 31 32 33

—— CUSUM 5% Significance

CilS %5 A2 gfiae sie (CUSUM) 81l oSl g anall it il cily Qi
slaieY) AplSaly zasall i) G Lee ool JSAIL e b LS dnjall 2gal (e
Al a8 il b bl i b 4de

) d&8la .10

3 2 3pailly Aankiionall csiall o it 8 Ayl a8 2 3l Gl w5 o) Sl Janas
Caldayi g 3yudall Clpaiall o AS b LS ADle dgag Hiall e ddbida Ailas) AV

fol Lo gl sl o pilall a1 JW Gl

(P~ Zed Cus Ailasy) a2 Gl Zunsddl GDP - Jalas 5l (ulll il iy -1
GDP & Midie galaid¥) saill o L3k ABle 292 e Ju L value <0.05)
3 LS a¥) O Gy s e a3 53 4 o FDI ) Lyl
s Gesyy wia o dee WS Lol Canadl) ol (Gaiil WIS Cua s

-

RN
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A2 13 il LR e OIS Cua PS i) JHEWY) Gady Led Jlall @l -2

Loy ADle agmg e Ju s diase 4ylily (P-value <0.05) Cua dilas)
FDI s Jléiadl Cia dales aelue dale oabandl hanl o) Cumy

oSy ai)lil W (P-value <0.05) Cus dilaay) AV 53 G INF aaall W -3
Aleadl s ) a5 sl cNVawe g i) ol Gl (ghay a5 Al OS5 Al (gl
Jaly siil) Jlasinly aeld die oY) dieal i dgay e A8 B ey Lae dgladll
Apsilly Jall Cadl<s e Gl A1 138 (g s e

1 e J8) 4ied o) ECMjlas) il iy 2 3 gailly mamail) Jales ady L Ll —4
SVl sase Al oy Lae L Ailan) AV 13 SIS Al 5y 13 5 il
NIV ROTOR C* PR )| EQP IR PEPR S P

el oy A ala Y1 AKEe e JA 3l o) duaddnll ey cuiy Lead -5
A sl o sam 8y 4l 5 e masalll G ol uli 535 bk g5e (lsdall
il = 3gatl) 138 alasin) e lgle Juasiall il e alae) olSaY L

:luagilly daMad). 11
e sl Pla e s (gae ety Ll (& plein¥) gy wdls Ay ) 48),)) Cdoa
Gt Jlel) @y diaill Al jdge cua Lud alse A88liey Bigall Gl
saanall alsall aal yaad I uld JS 48)00 caae Gl o alud) a1 Ly
S cled Al Jalsal) o3 53 apaail @l Coslul) craatinly Ll 8 al) Ll
lias o lgie S il Gulds a5 bl hEWY) gabai®Y) sl e

IO [ R O
fol Lo Ayl 4l il Lo ) (ha

Lul 8 leiad) Flie dibodl ola@y) chidsdl ol duball abein a1

3 5ys i K5 Loal) Cydsa) sday itiall gl il ) ey Y Ly Ciaal
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OsS LY Ay el Ay e s danla Cilsha Galaidl] @ild e Sall cilgall
il €I

Gl e Gl 13 das lealgie i Lo bad 8 a1 SLanu) day ol of -2
a i Ny bl )y LS Jsall Bl Ajlie Ll L cdaa ) sl
Adla e im0 o Ll e Al Jlee ) Qs dnatl) Al e IS ALaaY)
O lels oo s A J1sa¥) Gugy) ldaiind & Ll el e s LY
el Laboa) 1adly )63

paiiall zdgailly il (b JolS ADle agas Auhally Gl =il ciay -3
AS Ll I Al lsa¥) ugy) cliin o ool Sla@Vl clysiall ) sl
DAl 8 Jalsall o3a dpeal e Jlay Les dgilian] ANVS 0l Al 038 o) 5 cCanae
Ll oY) L) e

Apall lend) hEN Ty oolai®V) gl dyaal duhall L) cliag Sl <30 eg =4
Sad e Auhall aag 1Y dpial) cblénayl olaiiuly cdal wlal JaleS
AL Al palil) AT ¢ asband) LN eY) 305 gabaiY) Lol

K5 A el L) s e opiliy adumill Jare dlaidl (uldl) ol @y -5
03 e i) i) Cial Kl paid e deall el e a8
VI cAplie Apen lelie] o Aplat Cilulu aladiuly Sl Koy cdlaal) dleall Lo

isasa Al Ay Cangin eV 13 )

o U\
o8l a9 L) Gas e Ll Gilall e ((2010) sz JWS L3

‘)AEEAS‘ Sigan ua\;]\ daxl cé)saj\ :‘UL».»J ZJAA cé‘\)ﬂ\ L.é @a_\_’)aiul\ U_\ls.uja.\ﬂ X 'é)\_ul &

Sl ElilSaly gl chdgally S ALaBY) e ((2015) cama o il
Ll o(9) Elucy) labyally aslal) Alsa sl 3 Jaball ia¥) L) cliss

e
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DLiny) laaaad dpald Ay ((2022) Dl dae o Suall faeaa A ol
Cilalliall A laaiy) z3sai alaind (2019-1990) 358l A Lad S 580l Y

Ghlaiiay) cdal D) a4nl) ¢(2006) el Glasls ““54‘5;&-::&\ flana e ¢ ‘é_m)\él\
coalibh bt 8 ) L) Jea el aisall ¢l Slai@l 5yl dyiaY)

conll DLaBY) 8 pilad) el L) clisa ((2014) (e ol slia cia gl
A ¢(3) 222 (Al daala 2LaiY) 4K dlas

sall il oY) L) daalue ((2013) sane dese caaal) ¢ ok ¢ la
i) L) daalus o eae cbad ) Al duhy —Lad Jd Jsal galady!
hall ((31) axad) ¢ palia@) salll & bl

Gaa 3 bysas dglana) Al e Agads Al (2023).W ual ¢ ol
Aginlail) o slell da gidall ApaalSY Aladll (2022- 2020) Lad Y bl oad) léiud)
(1) 23x) (4) sl 25l

Glignall Gn ihall (4 Sl i) L) Fle qdly ((2012) Ay (D
) Alaall cdplatl) aglally ally ala@) aglall dae ¢ Hlein) 2y Guuad clillaia
el (7)) 23l ¢ gaailly Aapudls

sl Al chlinay) Cial AW 2l ((2010) «Ggallae Caug cdsess
Aalaid¥) aglall Alule _ Aalall ciluhally Crsmadd oy daals Alas o(gysull sl
s (1) 2220 (32) alaall 4 al)

2023 sy (7)) 2aadl ¢ el sl (3 gaia Ay pal) Clabai@) ddls
(UNCTAD)saaall ad¥! il sall 5)laill daliia

(IMF Al aadl (3 aia
(IMF) Js A5
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@l

4o A @l pdigall 4y jlmad) dadl) 1(1)d 92>

(2021-2018) 5 _Aidl) Jau gia dpibatdy) 4y jall jdigal

i ‘“ﬁ;ﬁf 5 ol g dﬁ_‘jﬁ A iin | gl gl | Jgad
11 0.164 0.316 -0.503 0.310 | 0.534 S

2 1.039 0.730 0.948 1.204 | 1.275 ey

4 0.771 0.721 0.475 0566 | 1.319 2l
15 -0.139 -0.487 0.919 -0.163 | -0.825 o
22 -0.899 -1.381 -0.262 -1.124 | -0.831 RPN

7 0.525 0.033 0.520 0.240 | 1.307 i g
25 -1.297 -2.947 -1.186 -1.244 | 0.188 g
26 -2.549 -8.449 -1.009 -0.739 sl

5 0.733 0.671 0.693 0.380 | 1.186 s

6 0.731 0.702 0.349 0594 | 1.279 ki
10 0.187 0.169 -0.540 -0.032 | 1.153 coy
18 -0.353 0.308 -1.616 -0.693 | 0.589 o
21 -0.674 0.438 -1.690 2015 | 0.569 L

17 -0.326 -0.676 -0.147 -0652 | 0.171 Jo
14 -0.114 0.049 0.252 0.282 | -1.037 ol
23 -0.957 -1.492 -0.443 -1.389 | -0.504 Ly )30
24 -1.028 -0.717 -1.592 -1.803 | 0.000 2
12 0.052 1.085 -0.067 0933 | -1.741 R -
20 -0.662 -0.953 -0.674 0042 | -1.062 Jij
16 -0.229 -0.462 -0.270 0.160 | -0.346 2igl

8 0.514 0.433 1.796 1237 | -1411 Al LS

3 0.957 0.821 1.413 1456 | 0.137 Lmlle

1 1.629 1.954 1.919 2082 | 0.561 5 sl u
19 -0.484 -0.228 -0.326 0.279 | -1.658 Lig il cogia

9 0.409 0.691 1.135 -0.003 | -0.186 [
13 -0.112 0.222 -0.095 0091 | -0.668 LS5
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(2021-2018) 5 _sidl) Ja geia (e Afiail) Ayl i gal

4o A @l pdiall 4y jlmad) Al 1(2) Jgaa

g L | emledd | clsu | ga Q‘wﬂ‘ﬁ‘

ol uiys | 77 70 1 Al — oadlly |

i Wl | el | phosly) | RS

(+43) 100 (S-| o7

(Co
17 -0.430 0.195 -1.082 -0.520 -0.313 oY)
1 1.904 1.660 2.126 2.730 1.099 <l ey
12 0.125 -0.246 0.123 -0.483 1.104 R
14 -0.158 -0.120 0.285 -0.547 -0.249 Qs
23 -0.697 -1.474 -0.241 -0.544 -0.531 Al
9 0.299 0.306 0.191 -0.285 0.986 e —
24 -1.029 -0.277 -1.289 -0.549 -2.000 Gl gl
18 -0.534 0.321 -0.646 -0.496 -1.316 igh
8 0.373 0.676 0.542 -0.479 0.754 Ol
3 1.117 0.180 0.600 2.577 1.110 a2
6 0.516 0.132 1.326 -0.490 1.095 T
21 -0.588 -0.876 -1.297 -0.540 0.360 g
25 -1.034 -1.789 -1.797 -0.549 0.000 ~
16 -0.304 0.258 -0.558 -0.442 -0.475 _aa
11 0.172 0.660 0.398 -0.532 0.163 @l
20 -0.580 -0.183 -0.066 -0.549 -1.524 Ly j5a
26 -1.057 0.000 -1.697 -0.549 -1.983 ol
22 -0.655 -2.120 -0.453 -0.204 0.157 )
19 -0.558 0.188 -0.804 -0.168 -1.446 Gl
2 1.323 1.518 0.513 2.256 1.005 LS
Al
7 0.496 1.117 0.562 -0.289 0.594 bl
4 0.819 1.030 0.853 0.606 0.787 5 gl ai
13 -0.148 -1.065 0.062 -0.353 0.765 e —
15 -0.248 -1.506 1.255 -0.462 -0.280 | s
5 0.578 0.967 1.552 -0.170 -0.038 il
10 0.299 0.447 -0.460 1.029 0.178 Wy
AF]Q Afaqiqtisadiyyat Journal - Volume 10. Issue 2. Dec. 2024. (93)



http://afag.elmergib.edu.ly

Afaqiqtisadiyyat Journal
E-ISSN: 2520-5005

4o A &l pdigall 4y jlmat) dad) 1(3 )d g2
(2018-2021 ) 5 ikl Jau i Basdi )1 daS gad) g il pall yii'ga

i daglall dlad s | (g Y0 Sludl) Ol 3ol dagsal) Aullad
10 0.295 0.373 0.338 0.173 GLY
2 1.311 1.535 1.004 1.395 <y
9 0.386 0.167 0.585 0.406 L
15 0.055 0.088 0.177 -0.101 s
20 -0.598 -0.497 -0.801 -0.497 Al
7 0.403 0.594 0.281 0.334 3 gaud)
23 -1.340 -1.398 -1.149 -1.472 O gl
24 -1.446 -1.304 -1.799 -1.235 Gyl
8 0.400 0.453 0.613 0.134 Olae
5 0.991 1.096 1.014 0.864 Ak
13 0.090 0.014 0.334 -0.077 gy )
22 -0.935 -1.068 -0.891 -0.845 g
25 -1.760 -1.599 -1.921 -1.759 —
19 -0.459 -0.537 -0.341 -0.497 e
16 -0.095 -0.108 -0.090 -0.087 el
21 -0.664 -0.695 -0.611 -0.687 Lol ) ga
26 -1.878 -1.665 -1.864 -2.106 3
18 -0.283 -0.289 -0.193 -0.366 e
12 0.100 -0.057 0.067 0.290 ol
3 1.203 0.959 1.376 1.275 aigll
6 0.713 0.439 0.703 0.996 gl L) S
1 2.355 2.700 2.115 2.251 Ll
4 1.020 0.964 1.115 0.982 5 gl us
11 0.181 0.233 0.052 0.258 [T JETEN
14 0.087 -0.258 0.169 0.350 bl
17 -0.133 -0.140 -0.282 0.024 =L
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