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Abstract

Monetary policies play an important role among the general economic policies
in influencing economic activities. This study dealt with monetary policy and its role in
achieving economic stability in Libya over the period 1995 -2015. The study used
several instruments to realize the goals that serve the national economy such as
maintaining the overall level of prices, achieving full employment, stabilizing the
balance of payments and other goals. The objectives of the study include focusing on
the role of the monetary policy in accomplishing economic stability in Libya through its
impact on macroeconomic variables (gross domestic product, inflation, unemployment
and the income); and examining the important monetary policy developments in Libya
during the period specified in the study and prior to this period. The study adopted the
analytic descriptive approach through describing the factors of the study and analyzing
data, as well as using the quantitative approach to test the hypotheses of the study by
means of the multiple regression method. The study dealt with the concept, trends and
evolution of monetary policy through the schools of economic thought, in addition to
the tools and objectives of monetary policy and its relationship to economic balance.
The study also tackled the concept, forms, areas and indicators of economic
equilibrium; displaying economic balance from the viewpoint of the schools of
economic thought; and identifying the overall macroeconomic balance through the (IS—
LM) model. The study also examined the monetary policy and the reality of the banking
sector in Libya, and its impact on some economic variables. Finally, the study analyzed
and measured the effect of monetary policy in achieving economic balance in Libya
during the study period. By analyzing certain economic and financial variables based on
the data available during the study period, the impact of monetary policy in fulfilling
economic stability was examined using the quantitative approach. The study was based
on the following basic hypothesis: monetary policy has no role in accomplishing
economic balance in Libya. The study reached several results, the most important of
which is that the gross domestic product (GDP) achieved remarkable growth during the
study period until 2010, but during the period (2011-2014) the GDP fluctuated between
growth and decline due to the deterioration of the Libyan economy during this period.
The study also found that inflation and unemployment rates were generally high during
the period of study. This can be attributed to several reasons, including the weak

effectiveness of monetary policy instruments in influencing inflation and unemployment



rates. Imports in general registered a remarkable growth during the study period due to
the nature of the Libyan economy, which depends on imports in order to meet the needs
of the local market of various commodities. The study offered several
recommendations, the most important of which are the following two: (1) that monetary
policy and other economic policies must be coordinated and harmonized to contribute
effectively to economic balance, and (2) that economic decision-makers should take
into consideration the studies and research carried out from time to time by economic
researchers, especially in recent years, as the results of these studies can contribute to

addressing the economic situation in Libya.
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