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CHAPTER SIX

CONCLUSION AND RECOMMENDATIONS \i

6.1 INTRODUCTION z

The increasing significance of the relationship between stock nfarke development and

economic growth to study the role and performance of st ent in
economic growth has been reinforced by the researche The cufrentept d

attempt to explore the extension of this relationship b

economic growth. Size and liquidity variables are use pment

as independent variables to examine their impac @’n epe@t variable
% : to@ll :M2 using

chapter of the

of economic growth empirically, for the
qualitative and quantitative methods. Thisc
study. It explains the summary of the

to the suggestions and recommendatiorM

6.2 SUMMARY %:

This research used both @ ndm@ata based on qualitative and

quantitative methods. T c da ?lle from the qualitative analysis that

employed by the mter@lth I§J the LSM as well as from distribution
u

of the questionn its p a ting sectors, brokerage officers and

investors. \

The ques s distributed face-to-face with all the LSM respondents in a branch

of Trip % the researcher sent it via email to the respondents in the branch of

Benghazi. The questionnaires comprise of three sections with specific questions.
Before the questionnaire distribution, the name list of the respondents is given

according to the LSM society based on their contribution volume in the market. On
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the other hand, the interview also conducted face-to-face with four of the main stock

market players.

In addition, Secondary data were collected from the various sources. The M
an

reports, publications and its website were the main sources of its data. M
data of RGDP are collected from Central Bank of Libya and Nationa@
nk d Arab

Information and Documentation, International Monetary Fund, World B

Monetary fund.

On the other hand, it should be to say that the semi structur inygrview and survey

questionnaire are employed to achieve all the study g 1lie @ pmcal
, bc®aus th d

analyses are conducted to achieve the first objective 0

the pegl c’qm.(@ions

third objectives can be achieved via face to face an

with LSM society. \

Due to lack of monthly data availability, ata lr ollec@ for RGDP

variable. This situation led to the use of nte l t1 d t erate monthly
1a were available in

data from annual data. The LSM vari e e
au thi chr @‘?i active year, and it is

A\

tr that promoted LSM to
&@f analysis, namely VECM,

gency tables were used in

monthly frequency. The index year 1s
also the year when the LSM starte g e

improve its activity. The study d thr
Granger causality test and N gri

summarising the results o si(/
| (J
o‘
6.3 SUMMARY OF SS

This study ex <Qhe causal relaq%il.np between the LSM development and
d the role of LSM in promoting Economic growth in Libya. It

also invely the performance of LSM and the measures taken by it to attract local
and fo&vestors. The study used qualitative and quantitative analyses to achieve

test and VECM are employed

economic ar

these objectives. Granger causality test, co-integration

to examine the causal linkage between the two fields. The trend of the general stock

market index, stock market size and liquidity are used to measure LSM development.

RGDP are used to measure the economic growth. The significance of the

Meanwhile
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empirical findings is dependent on the estimated variables. Most empirical studies
examine the linkage among stock market development and economic growth using
different estimation proxies. The most popular appreciation measures for financial
market development are the stock market size, liquidity and the general stock iw
The general stock market index reflects the trend of stock market devel x In
synchronism with the low-interest rate and the investment growth. The O%rides
conflicting aspects for the effect of stock market development on econOgtigegrowth or

vice-versa. A number of empirical studies have focused on investigatin® the causal

relationship between economic growth and stock market developx?lv owever, this

x Ld

The findings of previous empirical studies on finance-groWéh nexus 1ffe\%)e§ﬁg
on the measures of financial development, the sample pewgd, the :e mijed CQL tries,
and the estimation method. This study, based on its ant' hﬁi S, 1S i@(ne with

the findings of Aljbiri (2012) that LSM is seNts i does not
contribute to economic growth significantly. M 010) invgltigat e same issue

study is the study concentrated on this issue in Libya.

for Cameroonian Stock Market (DSE) ugt pirica j ,Q'Q\ering the period
2006 until 2010. He found that there élatio%shi b@tw&?%?DSE and economic
.Esj IS

(

This study used the survey quest%re andgt W @mred interview to examine
the role of LSM in promotj g\wnon‘ic h, i (ﬁerformance and the measures
taken by LSM to attract lﬁ@\ inveéé&'. The qualitative findings of the
present research are c51@11 5&1%(2?09), which reported that there is a
positive relationshj eeng BS :eco@ic growth in Libya positively. This
research also @c ed that LSM ‘%gformance is good comparing with its
in addition to that, RM had taken serious measures to attract local

growth in Cameroon.

=3
frty
=

establishment

and foreign 1Mestors.

The direct 8 of causal linkage between stock market development and economic
growth is considered as a significant issue under consideration in future studies. More

interest should be focused on this issue due to the newly established stock markets in

the emerging economies. Post-Arab Spring situation has affected LSM and opened up

a new field to make the study more appealing because of the changing of Libyan’s
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economic circumstances. Based on its objective investigation, the findings are

summarized in the following section.

6.4 RESEARCH OBJECTIVES ACHIEVEMENT

6.4.1 The First Research Objective: Examine the Role and Causal @ of
Libyan Stock Market on Economic Growth. .\
6.4.1.1 Qualitative Results (Semi Structure Interview) Vz

I

The study conducted a semi-structured interview with the h gLil]ya’s Capital

Market, Dr. Mohammed Karroud and three of depart ana Wresults

confirmed that LSM has a positive role in promoting eﬁc groxfh. ese'ressl’(s
i i

e .45
came from the answers of interviewees in which all a that }h S @mve,
Mearthe a@évement

&

and the LSM has a good contribution to economic groWh ¢

of the first objective of this study. c\) W
6.4.1.2 Survey Questionnaire Results c \Y ¢<\

o : y S _
The first part of the quantitative ana 1S a data ¢ étuQ&urvey questionnaire
which has consistent results with th E i,t ieWs m@ned earlier. According

to the respondents’ answers LSl\% posi}i er 3‘ fnapmoting economic growth,
despite its establishment datg d limi tial v@f big challenges faced. Based

on these results it should b &hat ir. bje@ has achieved.
: Y
S r o
6.4.1.3 Empirical ReQ, L
% /A

Using the ADF ”115 ¥t test, the studysgbnsidered all variables as the endogenous
d that all variables\are stationary in the first difference except

(¢']

variables, an
R), which is stationary at level. This study included both the

d Yend terms in the test equation and uses the SIC for the optimum lag

order in the ADF test.

The findings of the proved that the series is non-stationary when the variables are

defined in levels except for TR. However, the non-stationary components were

removed in first difference in all cases, which considered that these variables are
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integrated of order 1. Accordingly, this study used the Johansen-Juselius co-

integration test and provided the trace and maximal Eigenvalue test statistic and 5%

critical value. In the test system, the study sets the lag order to 4 as suggested by lag

order selection criteria of AIC, SIC and QH. Both statistics suggest two co- mtegr

vectors, which indicated that there is a long run relation between the four v, %
it

The results of co-integration rules out non-causality between the variable

that there must be causally in at least one direction. Y.

1- Co-integration Test Results
t tlre is!a long
tiop ru n,QQ-

Both statistics suggest two co-integrating vectors, which indj

run relation between the four variables. The results of coyinte®

causality between the variables it means that there m usally i 'eelfz)ne
direction in the long run, it means that the first Ob_]CC c ev'e n iu\tyg long

term.

_J

Q\Y'
d"

&

ﬁxﬁmg the ger causality test

van ndent of each other,

2- Granger Causality Test Results

The study employed Granger causahty
indicated that LSM and economic o

which indicated that the presencﬁf tHE un-diggctiopa c@ﬁty relationship between
LSM market and economic growth the-gh® -‘E&)@,fact that only one model is

statistically significant 1nd1 £ t@ role che stock market in promoting

economic growth in L1 t iy ig O JS}FO’@(’}‘OUgh pethaps due to the short
duration of data. l \Q’)
LA

3- Vector Error &eglon Model (V Results

causal direction from LSM to economic growth, the researcher

model and with 4 lags. According to the VECM findings, in the
long-run, th®oefficients of Stock Market Index (IDX), Market Capitalization Ratio
(MCR) and Turnover Ratio (TR) are statistically significant which mean that LSM
development has a significant impact on economic growth in the long-run behaviour.
However, the coefficients have small values that provide little support to the view that

LSM development is promoting the economic growth significantly. In addition to that
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the efficient of MCR has a negative value which indicates that changes in MCR has a
negative effect on economic growth because MCR is too small relative to RGDP. One

possible explanation could to be, there are other country-specific exogenous factors

crucial in determining the linkage, but have been omitted from the model;
require further investigation. These findings indicate that the first objectivg Ofgllis
ff;

study has achieved in the long run except for MCR which has a negati t on

economic growth. So, the study recommended rising the market capitali? to have

higher economic growth. According to the above results, the fagure¥6.1 below

illustrates the achievement of the first objective based on t
hypotheses acceptable: é
Table 6.1: The First Objective Achievement Based o Inte71ew First C}Y*

Proposition and the First Hypothesis of the Qu aire Agcepgable %

posmon and

First objective: Examine the role and relationship betw;

1- Semi structure interview

Proposition

)Yé\‘ No

LSM has a role in promoting economic growth

2- Survey questionnaire

Ho: Libyan stock market does not have a % Yes

Hi: Libyan stock market has a positi economnjic gr No

3- Co-integration test 'u-/ '3 &

Ho: LSM development (M &ﬁ, T . ;\ En’t Q/ a No Yes
h

relationship with economic gr

Hi: LSM development (M

hip with Yes No

economic growth (RGD,

4- Granger causality
r\l
Ho: LSM develop %R, IDX, TR) does\jot Granger cause No Yes

Yes No

3- Vector Error Correction Model Hypotheses acceptable

In short run Inlong run

First hypothesis
Ho= Market Capitalization Ratio (MCR) has no impact on RGDP

Yes No
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H; = Market Capitalization Ratio (MCR) has an impact on RGDP No No

Second hypothesis

Ho= Turnover Ratio (TR) has no impact on RGDP Yes No
H; = Turnover Ratio (TR) has a significant impact on RGDP No Yes
Third hypothesis

Ho= Index (IDX) has no impact on RGDP Yes

Hi = Index (IDX) has a positive significant impact on RGDP No Ye

6.4.2 Second Objective: The Performance of Libyan Stock ;et Fompared
with Its Establishment Date \d
e

N,
6.4.2.1 Semi Structured Interview Results
b 4 J‘

Regarding to the second objective, based on the i %‘ees:?ns IS th@&:litative
analysis found that the performance of LSM is%ﬁn
and it will be better if it takes some urgent prgeedures t \&QTe s<k;t1v1ty

6.4.2.2 Survey Questionnaire Results \

\
Based on the respondent’s answgfs, t study’ﬁ? ]h@e performance of LSM

during the study years became well e8m ase{ ff{‘}?tablishment date. It means
rejecting the null hypothesi%&d\cc l the 1terr@e one. The table below, 6.2
Ny

shows the achievement of e\¢o gbjerfivé be;{)ed on the acceptance of the second
proposition of the inte thefsecynd hy &thesis of the questionnaire.
s

g
J(;
e,

4
Table 6.2: The@ Objective Achi sent Based on the Interview’s Second
Proposita d the Second Hypot}esis of the Questionnaire Acceptable

valuate the performance of LSM as a catalyst for Libya’s economic growth

1- Semi structure interview

Second Proposition Accepted Not accepted

Libyan Stock Market performance is good comparing with its Yes No

establishment date

2- Survey questionnaire




250

H; = Market Capitalization Ratio (MCR) has an impact on RGDP No No

Second hypothesis

Ho= Turnover Ratio (TR) has no impact on RGDP Yes No

H; = Turnover Ratio (TR) has a significant impact on RGDP No Yes

Third hypothesis \v
Fs

Yes

.
X

6.4.2 Second Objective: The Performance of Libyan Sto ke' Compared

with Its Establishment Date \d

| S

Ho= Index (IDX) has no impact on RGDP

H: = Index (IDX) has a positive significant impact on RGDP

6.4.2.1 Semi Structured Interview Results

L 4
X' \ \»Y.
Regarding to the second objective, based on the % W ers % ualitative
analysis found that the performance of LSM @ung r @ompaded with its age
e

and it will be better if it takes some urgent pggocedie o i‘&lgwity.
5 N
e @ e

6.4.2.2 Survey Questionnaire Result\ u Q%

\
Based on the respondent’s ans rs,%e stuc*/ fo i e performance of LSM
h‘inestablishment date. It means

during the study years became wel omK
i maccd altexéfve one. The table below, 6.2

rejecting the null hypothes& pt =
shows the achievement @e nci ilve t@d on the acceptance of the second
proposition of the intepewdnd t

e cf' h)@ganesis of the questionnaire.
N S
&y 7 <> |
Table 6.2: The SC ObjectiVe /(ch@ément Based on the Interview’s Second
Proposjfteg and the Second Hyp%'&lesis of the Questionnaire Acceptable

(@]

valuate the performance of LSM as a catalyst for Libya’s economic growth

1- Semi structure interview

Accepted Not accepted

Second Proposition

aring with its Yes No

Libyan Stock Market performance is good comp

establishment date

2- Survey questionnaire
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Ho: The performance of Libyan Stock Market is still weak No Yes

Hi: Libyan Stock Market performance is good comparing with its Yes No

establishment date

6.4.3 Third Objective: Libyan Stock Market Has Taken A serious M*es to

Attract Local and Foreign Investors Y~

6.4.3.1 Semi Structured Interview Results T

Regarding to the third objective and based on the intervia@ Wstudy

found that LSM has taken serious measures in order to a t new ldgcal d’fo'rc')
investors, especially with the lack sufficient contributi forei§n nvgstor, .';Bhey

mentioned that the number of local investors would bew an th@(isting
as

one if the market encouraged them through celtwasu ening up
Islamic branches in it. In addition, starting thew nentati

that ensure and strongly support the achi@nt 0 \T j

Therefore, based on the results of the il%veesﬂ the en@ldy answered the
study objective as shown in table 6.3 belM , \AQJ

— { N
6.4.3.2 Survey Questionnaire Re 2 2 N
Regarding to the third objec&c i negff the @ngs indicated that LSM took

significant measures to a eilu fn ’Al iﬁggstors and it has plans to improve

its performance. Even the j e ﬁﬂSM is still limited. However, the
Lpeviid
to' cr

recent advertisemen ubliciti cRte public awareness towards its roles in

N
economic growt ing to be noticesbf he table 6.3 below illustrates the second
ed
1

[72]

goal achieven on the interview’s third proposition and the third hypothesis

of the quest@ 1
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Table 6.3: The Third Objective Achievement Based on the Interview’s Third
Proposition and the Third Hypothesis of the Questionnaire Acceptable

Second objective: Evaluate the performance of LSM as a catalyst for Libya’s economic growth.

1- Semi structure interview \

Accepted  NotSccepged
Yes

Third Proposition

Libyan Stock Market made serious measures to attract local and

foreign investors

2- Survey questionnaire

Ho: Libyan Stock Market does not take serious measures to attract

local and foreign investors

Hi: Libyan Stock Market has taken serious measures to attract

local and foreign investors !?
\"'

The agreement in the results between the two n w in

come from the people who deal directly with N an re @ liar with the

situation of the market. This result also ¢ from \1*1 s@\thinking of the
atiep®Of ’y

respondents about the future based on t nt sfu LS¥. So it is natural to
obtain the same results from the two M d the\ that one of them is
quantitative, and the other is qualc' tivg 7 l §

d &
On the other hand, it should \ed thit \bank d insurance are the pioneers
in the Libyan Stock Markethowever, e p@’to offer other sectors for trading

{
in the market and help sggwh:)tna:'e fﬁctlj&ﬁcit to upgrade their performance

a.
£

and able to achiev% thep thag ;t coppatition level. There are plans by the
authority to link thd&e Mvestments with @4 to improve the level of other services

ﬁ\a whole, and ﬁnally}hieve the best results. The respondents also

will perform better if other sectors join the market; particularly

and investmen

ication and agricultural sectors.
According to the results of previous quantitative and qualitative analysis, it is
noticeable that the findings of the interview and questio
study respondents are that the L.SM has a positive role in the economic

nnaire which are based on the

answers of the

growth in Libya. Meanwhile the empirical analysis which is based on historical data
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for LSM variables as the independent variables and RGDP as the dependent variable,
and which consist the VECM, causality test and co-integration test found the different
results. This result is that there is no relationship among the LSM and economic
growth is in the short term, and the role of the LSM in the economic grogx
negligible. However, in the long run and based on the cointegration test,% dy
found that LSM has a significant impact on economic growth. .\

Besides data constraint, results might differ due to the fact that th r&lems and
interviewees have enough knowledge about the real situation o M, and they
have an optimistic view about its performance in the long %a dition, their
responses might be shaped in influenced by the expectatio e fu Opfhe other
hand, the empirical analysis also found that there is a 1 e betyveen il\/f(_h)&.he

long-term. Hence, even though the short run results are eren}t eregare ayidences

of growth-finance nexus relationship in the IO%RIZOH \s{ n esr%ical and
&

\ \hi*ti e'éand answered its

In brief, this research has successfully jeved

questions pertaining to the examinatio role of qM i \omoting economic

growth and evaluate the stock market nanc bya&éspite the difference of

the results levels such as, QUCS%W and ,nte | o@i that there is a positive
role of LSM in promoting economyg gr mgde ationship between the two
fields is strong, the Gran XSalitf ¥y and )éfM indicated that there is no
significant relationship i %r rt'r anyhie, co-integration test and VECM
found that there is a sigiylicght refati iﬁ' b@ en the LSM and economic growth in
the long run. % fv_):l $
N
Although alm %esearch has umitaan, these might be explored in future studies

of the research. With these limitations, this study should merely be

survey results.

based on

perceivgd asYwcontribution to continue the research in LSM performance and its role

in economic growth because this field suffers from the scarcity of this type of studies.

A limitation of this study can be achieved and discussed via three fields: theoretically;

empirically; methodologically.
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The major complexity with this research is that no studies have been previously
performed regarding the causal relationship among LSM and economic growth in

Libya. That would add to the originality and value of this research as this research will

not have the added benefit of learning from others’ mistakes. In addition to that,Y.
was a lack of literature concerning the stock market performance and 1EN i
lit

promoting economic growth in Libya in particular. Most of the availa ature

was related to developed and developing countries such as Latin Ar?ﬁg Eastern
Europe, and developed countries, for example, UK and US. V

eR:'onihip between

ng hoNzon ghd there

In his study Masoud (2013), found that there is a positi

efficient stock markets and economic growth, in the short

is an indirect transmission mechanism evidence throu@xmpac of Qock nz@?et

development on investment. They can be considered channelf wijich pfawlde a

service that enhances economic growth. The results Wn E&Q 1 th@hpirical
and theoretical predictions. CV Q‘ @

In conclusion, it should be mentioned that }t%ju islee with the study

hypotheses. On the other hand, the ques irgyrsulta dre%ed that LSM has a
9

positive role in promoting economic g\ , this refs&g the null hypothesis

and accept the alternative hypotEechh i§ LS¥ has Qp\ositive role in promoting

( . .
economic growth. Also, abou secone_hypgthes the questionnaire results

indicated that LSM perforn Ns go')d parin gﬁth its establishment date, this
means rejecting the null lﬁKot sis i:pt tﬁ)&ltemaﬁve hypothesis. In addition
’

to that, based on the %@nna e f1 1r§s, IS'@M made serious measures to attract
%’r .

s, ijp theghls ej@lg the null hypothesis and accept the

Y.

alternative hypothcls. NV
X

On the oth@ Based on the results of the other three quantitative methods, the

its objective which is to investigate the causal relationship between

study @
LSM and ®onomic growth and the role of L.SM in promoting economic growth.

Regarding to Granger causality test and vector error correction model the study found

local and foreign v,

that there is a negligible causal relationship among LSM and economic growth in the

short run. Meanwhile, cointegration test result indicated that there is a long run
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linkage between the two fields except in MCR which have a negative effect on

economic growth in the long run.

6.5 SUGGESTIONS AND RECOMMENDATIONS .
Based on the above findings, a number of recommendations are put forw \he
researcher. They are divided into three themes; regulatory measur attract
investors and infrastructure, measures to encourage investors parti on and
infrastructure recommendations. Each one is explained next. V

6.5.1 Regulatory Recommendations

by separating the regulatory function from t

Stock Market’s successful experience

necessary. \

stock Market already staxw do

’
investors by 10 perce@verl the Asu€ nefg& more attractive measures because

the foreign investor; buy'o igfto s@l its equivalent 0.9% as a buyer and
0.7% as a seller i ar of 2010 ( LSA 2010, annual report). So, this contribution
Niue to its signiﬁcant}ffects on LSM develop.

should be incr:
On the @d, Policy makers and regulatory bodies should implement formulate
policies thatill appeal to investors and benefit from the real sector of the economy

necessary fund for production. It would also encourage listing of companies that

contribute largely to GDP in the national stock market.
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Besides, Libyan government should employ suitable trade policies that promote the
inflow of international capital and foreign investment to enhance the production

capacity of the country. Moreover, LSM management should improve the capacity of

the market in order to check and prevent sharp practices by market operators inT
to safeguard the interest of shareholders. In addition, Libyan govemme% 1d
laW, and

create an enabling environment for investment, such as enforcing the ru a

completing the process of updating economic legislation that will prow suitable

climate to LSM to attract more investors. V
d

This study also recommends the Libyan government to ado z
financial policies in order to achieve faster developme to
benefit from the oil imports to provide more channels t@agump

yo,t}f%&M
| \?Y'

through the contribution of the oil companies in the mar 2

6.5.2 Measures to Encourage Investors’ Partizd.w &

The findings suggest that the Libyan govegamen sh ulkf Qancial policies

at
to encourage companies to contribute Ml mg de@bp financial stock
market culture. Besides, they have to @ the ket 10t its measures in order
to attract the local and foreign in S. rrth ore@ere are three important
elements of a stock market whi%x:m? Ejﬁ;ﬁnﬁmmh. These elements are
increasing savings and inve 1ts, @ the Jroductivity of investments, and
raising the profitability of ggistheg ¢ S Ick. &
e AT
The study also recon@s focv}}h tors that help to revitalize the market

in
ompﬁ‘n # prgvide full disclosure of information and

his procedure ce@l be through making listed companies in the

f-yearly budgets that will allow investors to assess continuous

onomic and

imum

and require the

provision of ]

LSM issue

e more confidence of these companies, and thus make stock prices

)
th and reality of these companies. These requirements will attract more

situation a
reflect the

investors to the market.

arket can be developed through providing sound information and

The Libyan stock m
r, the improvements have to be made to boost

protection for all investors. Howeve
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confidence on market regulations, transaction security, pricing rules and financial
protection for shareholders. The government should establish incentives for the

domestic entrepreneurs, particularly those in the export sector. In addition, it can also

provide detailed statistics that help the researchers to conduct in-depth studies o
impact and roles of LSM that will contribute to formulating suitable policies e <

the right steps that lead to attracting foreign investments. s

In addition, one of the important factors in the stock market is its 1imy. LSM

should improve this factor which will lead to improving local pagticipion, both at

individual and company level. It is recommended that the Lib Ver'mlent finds

ways of encouraging local savers to put their savings in oc rkejgfo that

economic growth can further improve. Local contributiofggan alsqf be ou’ré),@?l

through local companies, particularly through the partir% in ‘t’h ;Si\ m%ﬁet of
ris

private institutions, and small and medium entreprenculyfa th

a large portion of the Libyan business sector. Tltr‘:y still

and medium private companies which are cum& lis

6.5.3 Infrastructure Recommendations ) Py A
‘e “
\ &/
The study recommends spending m g, jo cy apd e§ to raise awareness of
i

—
(¢}
Q.

investment through all suitable n edua‘ n “d e@munication. Focus on the
curriculum is one of the mea\nec SSARTNQ terpléjfhe concepts of saving and
agfant of investing their money in the

investment, and persuade t}@rs b

stock market. Indeed, the l}elL&P&ﬁ\as started the implementation of

enfert
the program of semin Q’wor ho Iﬁin universities and LSM location, for

’
the deployment of g hent awAFendss i’qh'ure among the masses of students. The

study recomme inuing this approa in future.

The study ommends LSM to increase the average of MCR to change its effect
on RGD 1 negative to positive. To improve the market role in promoting

economic growth.

In addition, LSM should diversify the types of financial instruments available to

investors, especially Sukuk or Islamic bonds, and make Islamic products available to
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those who are seeking Shariah-Complaint Hence, it is imperative for the LSM to open

in order to attract them.

Libyan government should invest more and improve the nation’s infrastructul;i in

order to create a suitable environment for businesses to grow, mcrea\

productivity and efficiency, and develop the rate of firms’ growth. : c)

Moreover, the LSM should improve the trading system so as to increase ping to
the investors to purchase and sell shares, thus guaranteeing liqui the stock

market. Moreover, stock market reformation policies, perhaps 'vevﬂer support to

the economy and may be a key enabler and catalyst of econoggi h.(d
]

One of the important recommendations of this study is t up arj on- n1 tradifig

ares yji¥ external

S, QE host large

o)

system for foreign investors directly payable by cre
contribution in LSM. In addition, LSM should p orrw i
markets, particularly in countries, especially @i
Libyan communities.

sy

Based on one of the interviewees’ opin I.

continue to issue the Annual Director let

distribute it to investors in Cher countri ;}[ @ibyan Embassies and
Representative Offices. \f s (3)

The study also recommef&hat 3
1

firms and encourages confin

trading, to expand

firms in order t ct foreign inve@hts. Also, it should be linked LSM with

satellite chann€ other media outlets, that cover LSM news inside and abroad,

and enh% ensure application of the principles of govemance in the LSM,

brokerag listed companies, and follow latest international accounting standards

where needed.

One of the important recommendations of this study is LSM management must take

all measures to make the pioneer sectors in Libya contribute to the market, especially
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the most important sectors such as, oil, industry, telecommunications, agriculture and

building sectors due to the large contribution of these sectors in the Libyan economy.

6.6 KNOWLEDGE CONTRIBUTION Y.

This study seeks to make an original contribution to knowledge by inves &W the
impact of LSM and its performance on economic growth in an emergi&)nomy.
The results of the study enrich the literature of a developing country md to the

studies conducted in some Arab countries and some of the Afncanwnes such as

Cameroon. '
This research provides an important introduction to this ar \aﬁépte to
explore its significance for the economy and busmess itical freyighv fh \een
added to this research in order to enrich the existing llter e gfid a%ﬁfed the

researcher in obtaining new ideas and perspectwe Mo¥eov, ,\studgg;lored the

macroeconomics growth and development v d imNle phcat{on of a series

of research models of the linkage betw en St&C ‘m\ er.& ance and the
A

economic growth. ﬂ (_}
Q
\E 4}} LV

6.6.1 Theoretical Contribution

c S
The present study is one of the It ﬁfj in this critical area. It has

who SM society undertaking a

statistically detailed data 51s 'etmg}nd justifying the study results and
of' ﬁ@re research. On the other hand, the

evidence that can m iregtio

N
literature was disc% catc,&lzed and analysed using a methodical
and comprehensa ique. The conquutlon of the present study extends beyond

sis by measuring aspects of the literature and offering suggestions

explored many new 1deas etnk t

quality of the empirical work investigated undertaken in the area of

Libya is still in the incipient stages of its financial liberalization and reform, but it is
moving quickly; as a result, of the removal of the United Nation (UN) and United

States (USA) sanctions within the last two decades, and there are signs of rapid

development. However, this research has some limitations since the literature on
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finance-growth nexus in Libya is scarce. Most of the available literature in this area
focus on developing countries such as African countries, Eastern Europe, Latin

America and developed countries, for example, United Kingdom and United States.

Moreover, the LSM, in the long-run, will benefit from increasing economic

will determine the impact of the economic reform programme and whethﬁ-km cial

theories, concepts and practices have been influenced by env1r0 factors
(cultural, economic, political, and social), as in many other Mlddl agl and North
African countries (MENA). That impact will be reflected vja crease in the

capital of listed companies in the market, which will help to e 1‘3 operations

and increase the market profits, which will impact positively o e n01

profeél : gf)m an

academic prospective, this research explores thg neWly ed ?XZ market
e8praphdgal location in

development for an emerging economy, cove@
the context of this area. Meanwhile, the pro Essm 1 fi Qvolve utilising
the practical implications offered by th1 c}h ct 'Selatlonshlps with

their stock market performance. <</
)
\
Finally, this study could be cor% s a ep i ising and improving the
comprehension of current pra ent ck market performance and
its role in promoting econo ontext and fill any gaps in the

literature in other develo‘% un 1@5

\U
6.6.2 Emplrlcal Co 1011’ 4\

Due to the lac ev1ous empirical Wbrk examining finance-growth nexus issue in
Libya, no rk measurements could be used in order to establish a causal

relat101 the role and performance of LSM with respect to economic growth.

This study, one of the few studies used both qualitative and quantitative methods via
Interview, Questionnaire, Vector Error Correction Model (VECM), Granger causality

test, and co-integration test. Hence, the current findings contribute to the existing

literature and help narrow the gaps in this research literature.



261

Hopefully, this study will prompt others into replicating the study in other contexts in
the future with the availability of data and applying the model to other emerging

economies.
6.6.3 Methodological Contribution \z

This study is the first of its kind to offer a critical research by providing-&ysm of

data that will evaluate the Libyan Stock Market roles in promoting eco growth.
As a consequence, the Libyan experience could provide new insigh the debate

of the effectiveness of stock market performance and the unde imditions for its

success.

Moreover, Libya has some similar characteristics to ot%hvelop ge uqtr‘ﬁs)\g:at

have also established their stock markets by the end Q€2 suchgms*A Dheﬂertock
are the other

xaan " during the

yri d Yemen and

.éspect. Firstly, the

W of ,&&pnomic variables and

Exchange, UAE and Dubai Financial Market Mo ve
countries who have established stock marke n
2005-2006 such as Comoros, Djibouti, M unt Sqm\
Cameroon. This study will make two tgbut m%
methodology used in this research (st

qualitative analysis of the progress ) c %ffer a method for these
: ibya’ Sécon ltlu&uestlonnalre developed as
.‘
rese

countries to learn from Libya’s

one of the research methods be ava‘\
modifications to take m spe characteristics. This research

provided a combination %ﬁ fethdds ode%(a collection and analysis testing in

the stock market an 1c i L@f'
:

Yv

general ﬁnanc@:archers use empirical analysis to examine

and impacts. This study uses qualitative method (interview) to

ers to adopt with appropriate

On the other h

the relatlo

evaluaﬁ s of Libyan Stock Market through some propositions in order to
e

answer t arch objectives.

Due to the lack of high-quality published databases, this research has embarked on a

significant development of the application of data collec

semi-restructured interviews) of the stock market perform

tion (questionnaire survey and

ance and economic growth
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in the developing country of Libya. The critical review and findings can, accordingly,
be of great help to researchers and policy-makers alike. Ultimately, this study

contributed to the limited studies on stock market performance and economic growth

in developing countries in general. Y.
6.7 CONCLUSION _s j

This study focused on the relationship between Libyan Stock Mar. aX::onomic
growth by examining the causal relationship in two areas, the perf e of LSM in
promoting economic growth and the measures taken by LS ra(lt local and
foreign investors. This study used two types of approaches: qujtativ w :Nhich

is interviewed and quantitative method which inclu%surve u st"oing;;
r

cointegration test; Granger causality test; and vector erzro ectiga thoggl. Thg-study
reported the following results. Based on the interylew nd aireg Nhe study
omyg Browth and

found that there is a positive relationship be%
1S

LSM performance is good relative to its es

ality tesgfafid @M found that there
e co'@ration test and VECM
Sl\@xd economic growth in the
A A
S

long run. The different results%m @q w% s conducted on the growth-
& N7 S

finance nexus as indicated e\

C‘) '?.—' e

Based on the finding e dylre n 1er@ the Libyan government to change
some policies to att &aﬂ & ics %ﬁ_&g listed on the Libyan Stock Market and
Libyan people aAective investors @Q{vest in LSM, and support it to attract more

foreign investo \his study represents one of the few studies that examine the role
t in promoting economic growth. The findings of this study can be

is no relationship in the short run. On

found that there is a significant r

of the sto

used as 2 Wasid for future research, especially in the case of Libya and other countries

with similar economic background and stock market development.
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