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The Role of the Agricultural Sector in Promoting Economic Diversification in
Libya: An Analytical Study of the Period 1980-2020

Abstract

Economic diversification policy is one of the fundamental pillars for achieving sustainable
economic development, and the agricultural sector is central to this policy due to its direct link
to food security. This study aims to analyze the role of the agricultural sector in promoting
economic diversification in Libya and reducing the near-total dependence on the oil sector
during the period from 1980 to 2020. The study relied on an econometric analysis methodology,
using cointegration models and causality tests, based on secondary data from the Central Bank
of Libya, the Food and Agriculture Organization (FAO), and the Ministry of Planning. The
results revealed a long-term equilibrium relationship between agricultural output and Gross
Domestic Product (GDP), confirming the potential of relying on the agricultural sector as a
long-term macroeconomic supporter. The causality test also showed a unidirectional causal
relationship flowing from agricultural output to economic growth, and from industrial output
to agricultural output. Despite these positive findings, the study indicated that the actual
contribution of the agricultural sector to economic growth remains modest compared to the
available potential in terms of arable land, water, and human resources. In light of these results,
the need to adopt a comprehensive package of reform policies emerges. These include
enhancing agricultural financing by allocating sufficient budgets and providing soft loans,
adopting incentive marketing and pricing policies, and reviewing the crop structure to ensure
the rational use of water resources. The study also recommends activating the role of
agricultural extension, conducting a comprehensive inventory of natural resources, and
focusing on agricultural manufacturing to maximize added value and create new investment
opportunities, leading to an increased contribution of the sector to the GDP and the achievement
of real economic diversification.

Keywords: Economic Diversification, Agricultural Sector, Cointegration, Causality,
Agricultural Financing, Libya
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