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Abstract:

The aim of this study is to analyze whither the investment policy in the Libyan economy is compatible
with the requirements of practicing green economy principles. Using annual data covering the period 1990-2019
the study adopted augmented autoregressive distributed lags ARDL model.

According to the main findings, a long run equilibrium relationship between the study variables was
captured. Theses variables are investment as an independent variable, and environmental degradation proxied
by CO, emissions as a dependent variable. In addition, the study indicated a positive long run impact of
investment on CO, variable. Toda-Yamamoto non Granger causality test results supported a unidirectional
causal relationship from investment to CO2 emissions.

Keywords: investment policy, green economy, autoregressive, Libyan economy.
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Observations 30 30

#* Normally distributed at 5%.
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1(0) 1(1)
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Variable Coefficient Std. Error t-Statistic Prob.
C 0.357388 0.055503 6.439036 0.0000
D(LNCO2(-1)) -0.203130 0.066972 -3.033085 0.0079
D(LNINV) 0.002661 0.042186 0.063088 0.9505
D_1992 -0.191059 0.038958 -4.904232 0.0002
D_1993 -0.112340 0.040778 -2.754898 0.0141
D_2005 0.093824 0.036716 2.555371 0.0212
D_2007 -0.110647 0.036330 -3.045630 0.0077
D_2011 -0.177363 0.051305 -3.457047 0.0032
D_2013 -0.210032 0.036439 -5.763929 0.0000
D_2014 0.420005 0.038896 10.79821 0.0000
CointEq(-1)* -0.361555 0.058161 -6.216450 0.0000
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Tests Results
Jarque-Bera normality test 1.161593*
Breusch-Godfrey serial correlation LM Test 1.766279*
Breusch-Pagan-Godfrey Heteroskedasticity test 11.97950*
ARCH test 0.052083*
Ramsey RESET Test (F-statistic) 0.066476*

* P-Value is more than 5%.
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Dependent variable: LNCO2

Chi-sq df Prob.
LNINV 7.965442 1 0.0048
All 7.965442 1 0.0048
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VAR Residual Serial Correlation LM Tests
Null hypothesis: No serial correlation at lag h
Lag LRE* stat df Prob. Rao F-stat df Prob.
1 2.809673 4 0.5902 0.717169 (4,18.0) 0.5911
2 3.794452 4 0.4345 0.994708 (4,18.0) 0.4358
Null hypothesis: No serial correlation at lags 1to h
Lag LRE* stat df Prob. Rao F-stat df Prob.
1 2.809673 4 0.5902 0.717169 (4,18.0) 0.5911
2 10.55495 8 0.2282 1.505987 (8,14.0) 0.2402
VAR Residual Normality Test
Component Jarque-Bera df Prob.
1 2.811181 2 0.2452
2 0.793879 2 0.6724
Joint 3.605060 4 0.4621
VAR Residual Heteroskedasticity Tests (Levels and Squares)
Chi-sq df Prob.
61.84275 57 0.3073
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