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Abstract
This study aims to analyze the impact of exchange rate fluctuations

on the general budget of the Libyan economy during the period 2000—
2022, within an environment characterized by heavy reliance on oil
revenues, multiple exchange rates, and recurring political and financial
instability. The study adopts a descriptive-analytical approach supported
by econometric analysis using the Autoregressive Distributed Lag
(ARDL) model, based on annual data from the Ministry of Finance, the
Central Bank of Libya, and relevant international institutions.

The findings reveal that an increase in the US dollar exchange rate
reduces the local value of public revenues, while it simultaneously raises
public expenditures due to higher import costs. The impact on public debt
was found to be more complex and sensitive, as the depreciation of the
Libyan dinar increased the cost of servicing external debt and further
expanded reliance on domestic borrowing.

The study concludes that weak coordination between monetary and
fiscal policies, along with the absence of financial hedging mechanisms,
has amplified the adverse effects of exchange rate volatility on the
budget. The results also show strong similarities with the experiences of
other oil-dependent economies, such as Irag and Algeria, which
reinforces the credibility of the findings and provides valuable
comparative insights.

The study recommends reforming monetary policy to stabilize the
exchange rate, diversifying public revenue sources, rationalizing
government expenditures, restructuring public debt, adopting flexible
budgets based on multiple scenarios, and enhancing transparency in data

dissemination to build trust and limit speculative behaviors.
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