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Recent developments 
 
The war around Tripoli that erupted in 
April 2019 between the two main politi-
cal rivals reversed the momentum of the 
relative economic recovery over 2017-18. 
Indeed, Libya managed to more than 
double its oil production over the two-
year recovery period, to reach 1.17 mil-
lion barrel per day (bpd) in April 2019. 
Oil production declined by 0.1 million 
bpd at end July 2019. As the violence 
does not seem likely to recede, it is ex-
pected that this production trend will 
continue over the rest of the year. Within 
this dynamic, GDP growth is expected to 
slow down to around 5.5 percent in 2019 
(down from an average 17.3 percent over 
2017-2018), mainly driven by higher av-
erage oil production (1.05 million bpd vs. 
0.96 million bpd in 2018) and steady do-
mestic demand. 
After four years of high inflation, the 
consumer price index (CPI) is expected to 
decline in 2019, mainly driven by falling 
parallel market premia. The concomitant 
actions by the government and the CBL 
establishing a fee on hard currency trans-
actions while easing access to foreign 
exchange –including for essential im-
ports and for family allowance– allowed 
the convergence of parallel market and 
official exchange rates. In this context, 
prices of the main commodities started to 
fall. In fact, the CPI fell by 7.3 percent 
over the first half of 2019, driven by 
dropping prices of food (minus 6.3 per-
cent), housing equipment (minus 19.3), 

and school supplies (minus 46.6 percent). 
Disinflation is expected to persist for the 
rest of 2019 to an average 7 percent. Prices 
easing is a welcome event for households 
who lost almost half of their purchasing 
power over the last four years.  
Despite higher oil revenues and forex fees, 
public finances remained under stress in 
2019, constrained by higher and rigid ex-
penditures. Revenues from the hydrocar-
bon sector represented 91 percent of cur-
rent revenues. They are estimated to 
reached LYD 31 billion (45 percent of 
GDP) in 2019. Non-oil revenues (LYD 3.2 
billion) remain low reflecting decrepit tax 
administration. As a result, current reve-
nues are just enough to cover the high 
wage bill and subsidies. The forex tax (183 
percent) instituted last year generated a 
windfall to fund part of the other expendi-
tures and reduce the financing gap. The 
forex fees are expected to reach LYD 20.8 
billion (29 percent of GDP), of which 
around 7 billion are expected to be used to 
reduce public debt. The wage bill contin-
ued to increase (LYD 29.2 billion, or 42.3 
percent of GDP) reflecting a bloated pub-
lic sector, and rising salaries. Subsidies 
remained high (LYD 7.4 billion), with the 
largest part supporting consumer prices of 
petroleum products, encouraging inherent 
overconsumption and international smug-
gling. As a result, the budget is expected 
to run a deficit for the sixth year in a row, 
amounting to 6.9 percent of GDP. The 
deficit is expected to be financed through 
cash advances from the CBL and issuing 
government bonds in the East. Libya’s 
domestic public debt remains high at 150 
percent of GDP. 
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FIGURE 1  Libya / Public finances FIGURE 2  Libya / Balance of payments 

Sources: Government of Libya and World Bank staff estimates. Sources: Government of Libya and World Bank staff estimates. 

The relapse into war constrains economic 

activity and exacerbates the hardship of 

the population. The political uncertainties 

make reaching stabilization unlikely, let 

alone recovery. Growth remains subdued 

in a context of disinflation. Expenditure 

rigidity is keeping the budget deficits 

high, while repressed imports contribute 

to current account surpluses, which eases 

pressure on foreign reserves. A political 

resolution is needed to implement the 

required reforms for a private sector driv-

en growth and jobs generation, the only 

path for sustainable shared prosperity. 
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Table 1 2018

Population, million 6.4

GDP, US$ billion 48.5

GDP per capita, US$ 7552

Life expectancya 75.2

School enro llment, primaryb 1 1 4.4

(a) M ost recent WDI value (2012).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

(b) M ost recent WDI value (2006).
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The balance of payments is expected to 
run a surplus in 2019. This is due to the 
persistence of the rationing policy con-
ducted by the CBL since 2016 to limit 
supply of hard currency to essential im-
ports only, while the forex fee curtailed 
the distortion caused by preferential ac-
cess to the official rate, thus curbing im-
port demand. The higher hydrocarbon 
revenues (US$ 29.3 billion) are also con-
tributing to the surplus in 2019. However, 
the surplus will be lower than that rec-
orded in 2018 (13.6 percent of GDP vs. 23 
percent of GDP). The surplus will allow 
the CBL to strengthen further foreign 
reserves by US$ 4 billion, reaching US$ 
87.7 billion end 2019. They still represent 
less than 71 percent of those recorded in 
2012 (US$ 124 billion). 
 
 

Outlook 
 
The lengthy political vacuum transformed 
early 2019 into an open war for power and 
wealth capture, disrupting the lengthy, 
yet fragile no-war no-peace status quo 
that prevailed for many years. This com-
plicates further the political situation, de-
laying reaching an agreement, which 
makes sustained stabilization unlikely 
over the foreseen horizon. In this context, 

Libya can only manage to produce a daily 
average of 1 million barrel by the end of 
this year and keep production around this 
level over the next few years, which will 
represent 2/3rd of potential. GDP growth 
will be negative in 2020 (minus 0.6 per-
cent) and stabilize around 1.4 percent over 
2021-22, resulting in a GDP per capita at 
61 percent of its 2010 level. Disinflation is 
expected to persist over the forecast peri-
od (minus 2.8 percent in average) as paral-
lel market rates converge further towards 
the official one. Budget deficits will re-
main high, averaging 10 percent of GDP. 
The CBL is expected to continue rationing 
imports, but current account surpluses 
will steadily decline from 7.3 percent of 
GDP in 2020 to 1.4 percent in 2022.  Con-
sequently, reserves will stabilize around 
US$ 91 billion over 2020-22. 
 
 

Risks and challenges 
 
The on-going violence for the seizure of 
Tripoli and its associated uncertainties on 
economic and social outcomes impose 
severe hardship on citizens and migrants. 
An alternative scenario that can surmount 
the current adversity and uncertainty 
would entail a revitalized political will to 
unite the country and its institutions. This 

would be the foundation for the needed 
critical reforms to stabilize the macroeco-
nomic and fiscal frameworks. The alterna-
tive scenario needs a political resolution 
enabling a cohesive state that could imple-
ment the critical policies and reforms to 
strengthen institutions, stabilize the mac-
roeconomic framework, and diversify the 
economy to generate enough private jobs. 
The main policies include renewing state 
governance, rebuilding infrastructure and 
restoring public services, while improving 
economic institutions through reforming 
the subsidy system, rightsizing the public 
sector, reforming the tax system, and con-
solidating the financial sector. 
Although there is no systematic study on 
poverty and very little evidence on the 
current well-being of Libyan households, 
conditions are inimical to poverty reduc-
tion. The sharp decline in oil exports start-
ing in 2011 has severely impacted public 
services. Worsening conditions also con-
tribute to the erratic power supply and the 
recurrent food shortages. While the paral-
lel currency premium has eased, inequali-
ty is still driven by the overall collapse in 
governance which has created vast rents 
for those with ability to use force and ap-
propriate assets. This forms an increasing-
ly unrestrained incentive for conflict, 
while the associated economic distortions 
spill over to neighboring countries. 

TABLE 2  Libya / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2017 e 2018 e 2019 e 2020 f 2021 f 2022f

Real GDP growth, at constant market prices 26.7 7.9 5.5 -0.6 1.4 1.4

Private Consumption -3.8 -3.7 4.4 3.5 4.3 3.2

Government Consumption 14.1 2.0 1.7 2.8 1.8 2.0

Gross Fixed Capital Investment 17.0 28.8 27.5 3.9 3.4 3.5

Exports, Goods and Services 125.3 22.6 6.5 -4.1 0.3 0.3

Imports, Goods and Services 25.5 27.5 24.8 4.4 4.4 3.9

Real GDP growth, at constant factor prices

Hydrocarbon 116.8 17.5 10.1 -3.9 0.5 0.5

Non-hydrocarbon 0.0 1.8 2.0 2.0 2.0 2.0

Inflation (Consumer Price Index) 28.4 9.3 -7.0 -5.0 -3.0 -2.0

Current Account Balance (% of GDP) 11.7 23.0 13.6 7.3 4.5 1.4

Fiscal Balance (% of GDP) -34.5 -7.6 -6.9 -9.7 -9.9 -10.6

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.


