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The paper discussed some of the factors that could affect inflation in
Libya.The results reached indicate that inflation is greatly affected by the
gross domestic product, which in turn affects the consumer price index.
This is due to the Libyan economy’s dependence on the oil resource,
which represents 90-95% of the domestic product, and any decrease in
revenues Oil reduces the state's ability to provide goods and services in
appropriate quantities. In addition to that, the increase in the amount of
money outside the banking sector led to an increase in demand for foreign
exchange, which led to an increase in the parallel market and a decrease
in the value of the local currency. The reason for all of this is due to
distortions in the structural composition of the Libyan economy, which is
explained by Libya’s heavy dependence on oil revenues. As for the growth
in money supply, it had an indirect impact on the prices of goods and
services due to its impact on the demand for foreign exchange, which led
to an imbalance in the parallel money market. The study concluded that in
order to achieve economic stability in Libya, it is necessary to work on
diversifying non-oil economic activities to diversify sources of income,
reduce the unemployment rate, and confront fluctuations in global oil
prices that affect the state’s income in general.
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