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ABSTRACT:

The objective of this study was to estimate the aggregate consumption function
in Libya during the period 1974-2014 in the short and long term, using both
theEngel-Granger methodology and the error correction model. The main
determinants of aggregate consumption in Libya are:
disposablepersonalincome, population, consumerprice index and official
exchange rate. To achieve this goal, the statistical program (Eviews.9) was
used to examine the stability of the time series of each variable using the unit
root test.

The results of the study showed that the time series of the variables studied
were unstable in their level but stable when taking the first differences using
the unit root tests. The results of the Engel-Granger Tow Step Method showed
a long-term equilibrium relationship Between the total consumption and its
determinants, and that 67% of the changes in aggregate consumption are
explained by the independent variables in the model. As for the overall mean of
the model, it was significant at the level of significance of 5%. The results of
the error correction model also showed that the short-term adjustment of short-
term imbalances to equilibrium in the long run is 54% per year, meaning that
the error correction need 1.819 years to return the aggregate consumption to its

equilibrium level in the long term.
Keywords: aggregate Consumption, Time Series, Unit Root Test,

Co-Integration, Error Correction Model, Libya.
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. (ECM) Wadll meonal 3503 (p WD) A8all 0 (o b i) Lol A (Janlg

: (Error Correction Model ECM) Uas) el gl W3
gh dg)ls ADle dllia ol g dunp o (ECM) ladll moaai z3sal asghe asdl
238 d3ng e pilly clglanme 8 il Sl Al dadl Lol 8 saam (daY)
L aalill el 3ah a8y LS cgaams o Halill e adl V) cushall a1 e sl A8
error ) bl Uad 8y JS sie Guiedll Gn Bl My il 4ned ge ddbida
skl Ja¥) 8 J8Y) o aie gha ol Ladll 13 s 5 Quaes 2y (Equilibrium
O Uadll o hgas Liad ) oladl) em ol 7 35y zagall) 1aa dpads el cllily
cdashall Ja¥) & Ol (N Jgeaghl dal (e il Ja¥) e bl gl Julaty (and

(292-291) (= 22011 el - aill adall Jly (il s &l juabas) slidll Sy § ok | A0b deaa]
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dgh Al gy dlde ke JB) a3 (ECM) #3sad il jaihs —dad) daajla s
(" Y by Ut o 39w iy Basly 53] Une Jiise e JaY)

IS JalS Ay sty oz dsalll Cilykia (g5l (Stationary) bl 5 OsSu g3 e GRaII-

Bangll jia Hlad) gnh e saa e juiia

Syl Jalsall jlas) Dl (e elld g iz dsaill Shpdie G Al ADle d9ag (re KhI-

-cayusiall s3a (e (CO-integration)
D Aall) Ayl gl G Gl w
s claiall el Jedbudl Basgll Jia lad) : Y

el Jghaally ,chiall Al Jdlad) duhiin) Hled) cany Auhall ziges i 8
haiiall Y PPogym —culdy ADF ausall i — o jlodl Gala &0 gadls

() B (gl ) Auhall 8 derdidl

:At Level (ggivall & cfpiiall Sasgll jda s —|

At Level (ggiwal) 4 clpiiall Saagl) jia 080 Jgaa

ADF Testaugall ;g8 — < jLasl PP Test( g m (uald Las)
Intercept | Trend and None Intercept | Trend and None
&) prdial) Intercept Intercept

<l O <l G
el ale oladly culi | ale oladly el ale oladly culi | ale oladly
Lcons 1.334793 -4.107187 1.334793 | -3.455402 | -4.073131 1.000178
Lyd 1.402408 -0.260627 1.325150 | 0.303500 | -1.343521 1.598183
Lpop -3.025836 | -2.033124 5.574252 | -8.417947 | -3.474839 4.621237
Lexr 0.129064 | -1.881051 |-1.246626 | -0.230644 | -1.848094 | —1.247856

EVIEWS.O zaliy e alaieYh Galdl slae] (a1 juadll

ae Uadl) pronaiy o jidiall JalSal) JUa) 6 i gaadli jall ASLadl) il )y e allall cilaass ol aile]
(18) 1= ,:2007 — (32) 2321, s ~ oSyl BN ulS el S e
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o) (PP Testos,m —culdy AADF Test ausall Jlob — ) (glidl z0 e oy
GoliaY) S P-Valueidlaayl dall o @iy At Level (gswall 8 5iiue ye Sl paiall
Bl i dsay e pay G aael (m by adiis W W6 %10 %5 e S

Qs «Trend and Intercept ale slaily culs cIntercept culi) EDEN ~ilaill die < pasall

Aoy oo ST ey Jo¥1 Guall ) bl Qigaty asii Cagu Slllg . (NONEale sladly culs

.‘.@:\3)\)51“

First Differences Js¥) @&l L& cipaiell Basgll jia JL3d) Jgaa

)

: First Differences Jg% (3,3l 2 cpiiall Basgll jaa LIs) —o

ADF Testaugall ;lsh — < jLasl PP Test( g w —wuld jLad)
Intercept Trend and None Intercept Trend and None
&) purial) Intercept Intercept
<l G el O g
culd ale oladly culd ale oladly culd ale oladly culd ale oladly
Lcons *-6.110475 *-5.974977 *-5.879566 *-10.12344 *-10.45780 *-0.182786
Lyd *-8.971921 *-6.878969 **-8.553143 | *-9.018608 *-0.967999 *-8.348772
Lpop *-4.766747 *-5.834244 *-3.031606 *-4.908966 *-8.032563 *-2.812165
lexr *-4.582925 *-4.602987 *-4.290153 | *-4.678505 *-4.693833 *~4.427906

EVIEWS.9 zdliy e alaeYh Salll dae) (e 1 jradll
%010 e Ligindl Ggis (***) 5 %5 e Ligindl g A (**) 5 %] e Ligiad) gina ) (*) Adlal) adn tddasDl

o) (PP Testsym —culdy AADF Test augall Jlgb — S) (glidl m0 e oy

GBS AU 3l vie @llyg First Differences Jo¥) Gyl die §ie cul€ ol psial

.(None .le olaily culh (g «Trend and Intercept ole oladly <l cIntercept <l
ag bangll i e (ggint bl b ABED el dumjd =iy 2u gl oda ) Talii

Aial dal&all laa) ehab W oraw las 1(1) V) dapall o dlalSie clpinad) of
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:Engle-Granger il —Jai) duagias ¢lidal) Jalsill jLas): Ll

O AlalSie (9585 LSy (gginall (A Bjna e diaill dudlad) (055 o LasYl e callay

i (JsY) BA b Byse duddl of () oyl 13a 3aad e B 5 o ey A el

oo XU LD e Engle—Granger aila—das) agia Gaadl Jalsill ol gl

Al Q) saey Al adsll Jadlly S D) o daY) dlsh 4))5 ADle sgag

OLS dulall (gyrall clayall Ayl aladinlis ¢ ooyl Cipall oy dllgindl Hlend ool
t ) satl) e aghall Ja) & S DU Al i 2y
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Aalal) (Sall clasall Aiph aladiuls Jushll Jad) A A g Al padi Jgaa

Dependet Variable: LCONS alil) iiall
Method : Least Squares (OLS) 4ulall giuall claysall iy
Sample : 1974 2014

Included observations: 41

Coefficient

Prob. || t-Statistic |Std. Error " Variables «aial)
|

0.0000 | 5.941607 | 0.886922 | 5.269739 | c

0.0006 3.771860 0.077653 0.292898 LYD

0.0000 7.388657 0.116391 0.859977 LPOP

0.0000 -4.884197 0.078671 -0.384243 LEXR
9.808373 Mean dependent var (0.671412 R-squared
0.223739 S.D. dependent var  (0.644769 Adjusted R-squared
-1.099191 Akaike info criterion (0.133351 S.E. of regression
-0.932013 Schwarz criterion 0.657956 Sum squared resid
-1.038314 Hannan—-Quinn criter. 26.53342 Log likelihood
1.241568 Durbin-Watson stat 25.20095 F-statistic

0.000000 Prob(F-statistic)

EVIEWS.9 zdliy e alaeYh Salll dae) (e 1 jradll

LYD zlial adsl) Jaall digine A2 535 olaal 58 25ny Galudl Jaad) e i

Dol dogiea Ao g3y e 56 2gags LCONS SN @Dl e LPOP IS sacy

P-Value laa¥l de@ ¥ <llyy LCONS < D) Jle LEXR )l Cipal)

G Jall danday 13ag %1 AV (g5 die dugina ulS (Coefficients) culuaiall  EDkilaal
LApalandy) 4yl aa

%67 aiss Lo of & 0.6714 gsluw R? maail) Jabaae o ) Jgaall e Ladf Jaadl LS

AL dpilly #3sail 3 Al il ik e L S S D) & bl e

z 3paill LY Auginall Al Wz 3gatll gianmty o (AT cilyuia of £ad) U aap %33
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Lgina gl Allg 25.2009 «ul F-statistic i dilas) Gub pe e il b

LCONS = 5.269+ 0.292*LYD + 0.859*LPOP - 0.384*LEXR

23 EEANK Sy e

p A Alleal) 8 bl Jpanll JIa) (e

R?=0.671412 F-statistic=25.20095DW=1.241568

t Y iy ALl dsladl) g

0 0.292 laier KU eDIgna¥) 530y ) (s25 Baalg sang ke ~ Gl oad sl il 5ol -
.0.859 laiay I ePDlgan¥) A (625 Basly sasgy OIS aae 8305 -
(ol Ol dad Galiasl) eV Vool dlae alll Sl el Copall jew 8alsy —

. 0.384 jlaray I Dl (aleasl ) (35 sasly sasg latay

o aihadal i LS (atal) Jelsal) Jiskll Ja1 b 2l 3D 3sns o

Aol ol 2 )yanals agti o calliy 1389 ¢(goiall 3 A8l laaiy) e dalll sl osSs
< zhaiuh assi FRLTY < D o= o

5 gl Jlgh = S e J< sangll e il aladiuly @lldy (gl 8 i e hlly

P S elldg (g ym culd

At Level (ggimal) 4 Alsall Sangll jda Lid) Jgaa

uadal) ADF Testaugall Jgt— <o ,Lud) PP Test (g m (uald L)
Intercept Trend and None Intercept Trend and None
Intercept culd O Intercept el O g
ale oladly ale oladly
el ple oladly eyl el ple oladly eyl
U *-6.192 *-6.462 *-6.004 *-3.927 **-3.816 *-4.010

EVIEWS.9 zaliy e slaeYh Salill dae) (e 1 jradll
Y010 e Ligindl Ggis (***) 5 %5 i Ligiadl ggina A (**) 5 %] e Ligiad) g ) (*) Adlal) padn sddaaDl
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o) (PP Testigm —cubiy ADF Test pusdll g =) (olos) m5l (e gy
Cul) Gulaadl ADU) Zilal) e @lldy At Level (gl b Biwe culS Siladl Al
&) haiul .(None ale olaily culs s (Trend and Intercept ale olaily culi cIntercept
O i 13as Bangll da o (ggian lsal) Aluds ol QB aad) dnmjd ) o cdagill ol
agiall Jos iim sl o ) JKaN G WS 1(0) (AsY) dayal) (e AlalSia il

OLS il gisai By e JSi
U

-3

1975 1980 1985 1990 1995 2000 2005 2010
EVIEWS.9 zaliy o alaeVh EGalll dlac] (e 1 jaal)
JolSs s (s (gl 3 Byise ) Alubis oIS 1Y Al saiha—da) Limgial Ty
i) e Ja) sl dgls ADe Sllia o e calpnall G i
s, Error Correction Model(ECM) Wl ol zigad pad WK elld e gl
- oaiba —da) ngial

: Error Correction Model(ECM) Wil pasal g igai ol : GG
T asas Ol chnall C JaY) dbigh Al ADke 3y S Dkl JalSill lad) o L
2 Cun ¢ pailly dushall lal) 3 A 2 sladl paas e seliy ECM ladl) s
) sl 8 el lsie ) Speed of Adjust Juaeil) deyu ol ECT Uadll s dalas
Basg Jlies dashall Ja¥) & dlsil) 4nad e el (el & Sl uriall Gady A
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a3 JaY) Byuad A0 45 4w (3 Jaeall i 4 il dalead) 138 sS0 of adiging casly
DAY gk a8l
8 Cpn S Jeaally ¢ juadll gaall & ABDall olai) ) jaind Coefficients allaall Ll

toaila —dad) Lagie s ECM Ul nai #3508 s

(688)0a 2004 ¢ sulill 5 & ylaill ¢y ol aBY) 8 Cunall caglae dana el
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ECM ails —Jad) Lingia cuus Uadl) sl igad joals g
Dependet Variable: D(LCONS) alill jiiall
Method : Least Squares 4.l (siall Claall diyh
Sample  (adjusted): 1974 2014

Included observations: 4] after adjustments

Coefficients

Prob. t—Statistic Std. Error Variable
D Lalaal
0.0000 5.189673 0.096008 0.498248 D(LYD)
0.3573 0.932476 0.539322 0.502905 D(LPOP)
0.0311 -2.243215 0.159621 -0.358064 D(LEXR)

0.0009 -3.601109 0.152660 -0.549745 U(—l)ihs.\\@a.m:hlu

0.019279 Mean dependent var 0.623864 R-squared
0.182690 S.D. dependent var 0.592519 Adjusted R-squared
-1.365171 Akaike info criterion 0.116619 S.E. of regression
-1.196283  Schwarz criterion 0.489599  Sum squared resid
-1.304106 Hannan—-Quinn criter. 31.30342 Log likelihood
1.579837 Durbin-Watson stat

EVIEWS.9 zaliy e slaeYh Ealll dlael (et jnadll

)l Aslaal) & oSl Jsaall JIna) (Sas
DLCONS = 0.498*D(LYD) + 0.502*D(LPOP) - 0.358*D(LEXR) - 0.549*U(-1)
R2=0.623864DW=1.579837

Wadl) peomaat dalae o) sl oDlel Jgand) b Uadll s z3sai il pgn o
s ey of 6 —0.549745 <l (Prop=0.0009 Jlaals disiaas 4l caela ECT
Aoy Loy saalll Al 3 %54 8 dshall a1 (3 Clsill ) madl) sall 8 cYSIERY!
ECT i.kij\ @M} A ulﬁ );I Lf'uu:aj c(iﬁjm %54 ja.u JJES _)ALJ\ G'J}aﬂ\ d)&a\ d:maﬁ
A Al el S Bl il 8 Wadll e %54 anw b of ) Lad s
Gy A ) 7 liag Unal) oo o 1) s 1305 o(au) Baalsl) Laia3l) 855l DA Lgayaas
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s ushll Ja1 b s g ) S DY) 3ped (1.8190 = ——— ) Lujis
Al e (AN Jalsall el ialiils il piiall 8 dera Jyean

oy pail) Ja¥) 3 i) il cas s Coefficients z3sail) cdlalea S kil

oY) G KD oDl o) aaddl) Jaal Digies AN iy el 8l agag —
S D) 5ol () asly Basg ey Zlall paddll Jdaall 50l (a8 Cus, juadl)
. 0.498 jlxia
cpaall (g (g adais o) LY Gl (ggina e S DY) 8 OIS e 8l —
oadl) Ja¥1 A I D) 8 canl) Copeall jend digine AN gdy e 80 agag —
Dl dad alednl) (S ¥l lie all) Slaall pasyl) Capeall e 50b5 of s
:0.358 ey I D) (alias) ) (25 saals Bang ik ((ll
AU D) i) e Lo %62 4t L of gl 0.6238 (ssby R? sl Jalew —
slad¥) Y ans %38 () A8l duilly z3sal) b ARl il iyl e i 2y
235l iy ol (Al Cilysia
e sl Y ziseall b many 1.579 @il Ay DW (atly =0 dflas) ) il —
L Alsd) G S Ll Y A
JSLaadl (e oglig aatiiuddl ECM ladll sl z3ga3 52sng 4aDle 20 e hlly
Pl eVl alall s dalal)
:Autocorrelation(LM Tests) _8lsll S Ly jlasle
sty Y LM Test jlas) axsis S Jals)V) A€ (ya Uadl) momiai 23003 g4 (0 B
Ot A Jgandly I Ll V) AlShe e A3 Y aiall 2 3gal) Blos ol AL ael) Lpajd
: LAY 13 dagy

ECM zigai Alsl LM Tests jLad) gl

Breusch-Godfrey Serial Correlation LM Test:

0.0588 Prob. F(2,33) 2.742647 F-statistic
0.0467 Prob. Chi-Square(2) 7.964778 Obs*R-squared

EVIEWS 9 e alaeWlh canlll alae] (e 1 aadll
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Gsiua die @Yy Algaall e 5S) cul€ Ligusal) LM-Stat dad o Jeaall e Jaadl
S Ll A e A z3saill G e cpanll (i by aaii ol Ml P65 A

L SHsll O
:White Test Heteroskedasticity A|g.ll bl cld ase jLidle

O @ld Wadl) maaay #3ss Al b AW adal) dpmd las) e LAY 1 b

White Test jlaal aladsuly ellhg Homoskedasticity (juilaia
ECM zisai 85l White Test Lis) il

Heteroskedasticity Test: Breusch—-Pagan-Godfrey

0.7706 Prob. F(5,34) 0.451448 F-statistic
0.7427 Prob. Chi-Square(5) 1.962510 Obs*R-squared
0.8105 Prob. Chi-Square(5) 1.590504 Scaled explained SS

EVIEWS 9 e alaeWh il alae] (e 1 juadll

89 Prob=0.7706 Jlials pulaill axe (Kaa (i) White Test jlidl gzl s

(Uasd) as oo Luilas) Uasd) agand cplall cildy Jis diag %5 (e S
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:Residual Normality Tests _8)s.ll ,anall aijeil) jlisfe
i Cagu ¥ ol amhall pijsill aiti ECM Uadll st 23503 Bl ob of 0 S
corbal) aygill it gz 3gail gy b AL aaall daa i lid) Jaf e Jarque-Bera laal

Jarque-Bera ;Lii) alaiiul ECM Uail) moaal zagad (Blsd audall aujill L3S0 (<&

Series: Residuals
8 1 Sample 1975 2014
Observations 40

6 Mean 0.002630
Median 0.008558
5 | Maximum 0.262078
Minimum -0.248956
44 Std. Dev. 0.112012
Skewness -0.064605
3 Kurtosis 3.007241
2 Jarque-Bera  0.027913
1 Probability 0.986140
0
0.2 0.1 0.0 0.1 0.2 0.3

EVIEWS 9 1o alaeWh caalll dlae] (e jiaall

ST Lo 135 Ll Lajsi 355 ECM i) mema #3505 il o bl S8 (g ey

e sl JwaaYls (0.027913) gla Al z3saills 4alill Jarque-Bera dilas)
ai sl Al ol B axall (il by alaias o Ll e 138y Prob=0.986140
«LM test for serial correlation il (é:a\il\ Lol ol il aSgy el il
idgise o Heteroskedasticity culall wli lasly (Normality _aulall ajdll sl

ECM Uas) s #3503 (30 Lgle Joaniall il
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: Ciluagilly i) @ Al w
i X1 Yyl
t oY) 8 Al el ciliag Al &b aal el oSa

om Jpde Jal ADle agag " aila —daal' 1 dpad Jelall jlas) el L1
Jeny Lo (eamnpl) Cipeal) oo, G 230 2 ) a8l J) ¢ JISI) @Dl
JaY) Alsh Ag)5 ADle agag gl dushall Jal) b Lgliine sk 347 cyniall oa
il sl (yu
aly Ll 5 KD D) G shsall clpanall aal ey 2l mdsll Jaall L2
LS Bl e Laal) (b a6 gl Al e lligh )l Gl
daally Lad &SI DUany) e S G Ldlas) ANV @) Lk ADle 3559 .3
O daeg ,Cl:\.d\ Lf.as..ﬂ\
g Ll B KU Dyl e OIS o Ldbas] ANs @) Lke ABDle 3509 4
G oRla ) ) 35 el Cipall jan i) of Gle Ju 13y el Cipal)
S Dl
oY iy Ll 8 S eDlgiu) Az dgai duadl sa 55l DA ol £3sall L5
Al @) JSLad) e Slay Y sl
il st Jaal ¢ SN DY) z3gaill Cilpiie of Baagll 3 las) ekl .6
G DB e (el Cipall e el el a8 Sl e
1Y) Al (e ALalSia Ll ol ¢ IV gl (B Bine LSy (sginsall
onalll Ja¥) 8 S D) Al Uadll st Alalae i miln capell L7
o el Shpsiall O GusBus i 538 g o " ailhs —dail’ dagia pladaul,
S0 PN ks g0 %02 jusis 7 3salll 120
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s cluagtl) ¢ Ll

Gl Lpaal slhae] e AV alh idagl) sl i)l adll Dl el .1
Bisall il paen (bt DY Adletall dasdsl) dnhall e Jlaall 138 b alal)
caghally paaidll 21 8 ljlad aat daals Gpsleatl dubis alag] i 1285 cadle

Oo 135 il DDty sanaS anaa Blai Jaall Allae ST ays e deall L2
 OsSlginall 2alyl) 558 Cppuat Ja

Oo e OB e 0l Kay S Al cleadlly alldl el (s e daall L3
DY) 285y Lo gl QIS - Ll alis e 4Gl (3 510 §ygemy Mainy 5gd 413
Lhaaall by L) Jaal e eaili Sl

lee 3 QS aas by n el J3a) 80l sl 3 QS aas Dl L4
-y gail)
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2\,3.: sad) 2oyl

22015 o) —glee sl 4Kl llginall less LB, 553 el L1

52011 )3\)33\ _).ﬁa.'sﬂ 2aladl J\J ,(C_\LQ_L\L:. N g Q\)‘Ah‘)u‘“\:‘m Alady) é)b » .”:. )

2004« aodally il G owlal) sla®y) 8 Guosl) cadae desa jaldllae W3

e —3alE) L aially Al ahall (S8 QBSH) QY sl Ak i el 4
21994

Jalsall sl alazninl Ll 3 50 clyyly Je allall Al i sl leasy A L5

=Gl 2l Lad — dolaidl 36 das 2012 — 1980 35l agaall jlad) dayyhay ol i)

122015

el 8 sl el il asSall By, palillue dabig ditae dgia (p .6
—(19) 2aall , bl —Zaludy) aslelly Goiall dlae il JalSall aladinl Lould Luy
.762014

Glahall Zadal) Uadll | pomas dal)l (alall Slgia¥) By Ay 58, das ol s L7

el 3yall 8 Aol il ) sl oy A ulils it sdle LIS IS .8
2013 —=(29) 2aa), Glall — 4laY 15 Lalaid) aslall (552l Aaa, 2010 — 1974

diidadl Jelsill ) (& davsrallin ) dSladl) @lyyly e cidlall Gilas, Jaall e .9
22007 = (32) 22e)) , jeae — oY) SLa®BU LalS mllia (<50 dlaa, Uadl) maaiasg

D) A o lglidss pe Dl (55 dalsall Aiig) lallie seaa 10
Ll = (bt Aalaid¥) Sl 3<5e clgdie — (ol LaBY) 8 Dlginl) sex Al

1990
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