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ABSTRACT

This paper investigates empirically the causal relationships between, agricultural output and agricultural loans
in Libya by using annual time series data for the period 1970 -2010. Cointegration, Granger causality and
Impulse Response Function are utilized in order to determine the long run equilibrium relationship and the
direction of the causality between the variables.

The cointegration test indicates the existence of long run equilibrium relationship between agricultural output
and the agricultural loan. The results also indicate that there is unidirectional Granger-causality between the
two variables running from agricultural loans to agricultural output. The findings have significantimplications
on Libyan economic policy as the variables have shown strong long-run relationship.
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