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Abstract:

The aim of this study was to measure and analyze the relationship between public spending and indicators
of internal stability (growth) and external stability (balance of payments) in the Libyan economy during
the period from 1986 to 2017. The study included a theoretical section reviewing the concepts and types

of public spending, economic growth, and the balance of payments.

In the empirical section, the relationship between public spending and economic growth was measured,
as well as the relationship between public spending and the balance of payments in Libya during the period
from 1986 to 2017. A Vector Autoregression (VAR) model was used to estimate the long-term
relationship between the two variables. Additionally, an Error Correction Model (VECM) was employed

to estimate the short-term relationship.

The study reached several findings, the most significant of which is that there is a positive relationship
between public spending and indicators of internal stability (economic growth) in both the short and long
term. Meanwhile, a positive relationship between public spending and indicators of external stability

(balance of payments) exists only in the short term.
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