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ABSTRACT

Investment in Libya is currently facing a state of chaos due to the
lack of political and economic stability. This holds despite having high returns
on oil exports. The final current outcome is lack of investments, and if at all,
bound for an inappropriate economic direction. This has led to a decline in
the real per-capita income of the Libyan citizen, per se. This study aims at
investigating the factors most affecting total and agricultural investments in
Libya.

Partial function’s elasticities estimated in this study showed that: An
increase of 10% in the value of exports/Gross Domestic Product (GDP) (X3)
would lead to increasing total investments by 5.74%; an increase of 10% in
the domestic debt (Xs) would lead to decreasing total investments by 2.08%;
an increase of 10% in the surplus of the balance of payments (Xg) would lead
to increasing total investments by 5.47%; whilst the positive sign of the
variable (X7) which is the surplus of the balance of payments/the GDP does
not make economic sense and could not be truly explained. Accordingly, the
function’s total elasticity coefficient indicates that a 10% increase in X, Xs,
and Xg collectively would result in increasing total investments by 9.12%,
whereas these three variables are found to be the most significant in terms of
impacting total Libyan investments.

On the other hand, partial function’s elasticities estimated indicate
that a 10% increase in the value of Libyan exports (X;) would lead to a 5.83%
increase in agricultural investments; a 10% increase in the surplus of the
balance of payments/GDP (X;) would lead to a 2.86% increase in agricultural
investments; and a 10% increase in the surplus of the government’s
budget/GDP (Xg) would lead to a 4.12% increase in agricultural investments.
Consequently, the function’s total elasticity coefficient shows that a 10%
increase in X, X;, and Xg collectively would increase total agricultural
investments by 12.81%.

In conclusion, it is recommended that investments in Libya should
concentrate on: 1/designing infrastructure projects, 2/carrying out agricultural
expansion using modern technologies, 3/increasing agricultural investments
and agricultural industrialization to undergo the needed variety in agricultural
production activities, and 4/achieving political and economic stability
conducive to economic development.
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