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I. INTRODUCTION 

1.1 Since becoming a member in 1972, Libya has been one of the African Development 

Bank’s (AfDB or the Bank hereafter) largest shareholders with a subscribed capital of 

4.057% as of December 31, 2013. More recently, in 2013, Libya has pledged USD 37 million 

in contribution to ADF-13. Historically, however, the Bank’s engagement in Libya has been 

limited mainly due to the country’s significant foreign exchange earnings from oil and gas 

exports and, hence, limited need for borrowed funds.  

1.2 The previous, and first ever, country Engagement Note for Libya was approved by 

the Bank’s Board of Directors in February 2009. The engagement note established a 

cooperation framework between the Bank and Libya, but remained largely dormant due to the 

limited interest from the Libyan authorities at the time to engage with development institutions 

like the Bank and the civil war and its immediate aftermath that dominated Libya in 2011-2012.  

1.3 Following the civil war and with the violent overthrow of the Gaddafi regime, in 

power for more than 42 years, Libya has embarked on a new if unchartered path of 

development and nation building. As the first post-revolution Libyan government established 

in late 2012 and with security and stability gradually improving, the Bank was invited by the 

new Libyan authorities to engage in a dialogue with key public and private counterparts with a 

view to identify potential areas of support and collaboration. The SMCC meeting of 27 June 

2013 concluded that the Government of Libya was a ‘de jure’ state, thus enabling the Bank’s 

engagement with the new Libyan authorities.  

1.4 While serious challenges persist in terms of unifying the country in the post-

revolution transition, the Libyan government continues to be the legitimate authority in 

Libya and continues its efforts to secure social peace and maintain economic stability. 
Nevertheless, accentuated struggle over the control of the country’s oil production since last 

summer is now translating into major budgetary pressures, with the fiscal balance in 2014 

expected to display a very substantial deficit. It is at this critical juncture in Libya’s history that 

the Bank could play a critical role in assisting Libya and its institutions on their path towards 

political and economic transition, which will set the stage for a viable and stable future 

development trajectory.  

1.5 Given the momentous changes that Libya has undergone over the past 3 years, 

there is a need to design a new engagement framework that takes on board the issues at 

the core of the revolution and reflects the challenges and opportunities of the current 

transition phase. The new engagement framework will thus take point of departure in the new 

economic realities, priorities and challenges in today’s Libya.  

II. COUNTRY CONTEXT AND PROSPECTS 

2.1.  Political Context 

2.1.1. Libya, first adopted by the Italian colonial powers in 1934 as the unifying name for 

the three provinces of Cyrenaica to the east, Tripolitania to the west and Fezzan in the 

south, had no common national identity when Idris al-Mahdi as-Senussi, Emir of Cyrenaica 

and later King Idris I, declared the independence of the United Kingdom of Libya on 24 

December, 1951. Nearly two decades under King Idris saw the discovery of significant oil 

reserves in 1959, enabling one of the world's poorest nations to establish an extremely wealthy 

state, but also a rise in resentments over the increased concentration of the nation's wealth in 

the hands of the King.   

http://en.wikipedia.org/wiki/Cyrenaica
http://en.wikipedia.org/wiki/Tripolitania
http://en.wikipedia.org/wiki/Fezzan
http://en.wikipedia.org/wiki/Kingdom_of_Libya
http://en.wikipedia.org/wiki/Oil_reserves
http://en.wikipedia.org/wiki/Oil_reserves
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2.1.2. On 1 September, 1969, a small group of military officers led by 27-year-old army 

officer Muammar Gaddafi staged a coup d'état against King Idris, launching the 'Al 

Fateh' Revolution. Referred to as the "Brother Leader and Guide of the Revolution" in 

government statements and the official Libyan press, Gaddafi proceeded to close foreign 

military bases, nationalize banks, confiscate the properties of Italian settlers, and form a single 

party--the Arab Socialist Party. The Constitution and the parliament were suspended. Initially 

some space existed for dialogue between the government and the civilian and tribal groups 

through an unconventional structure of People’s Committees. However, in practice they had 

limited influence as the regime soon moved towards political centralisation, preventing the 

development of effective public institutions, rules of governance, formation of civil society 

groupings and genuine private economic activities. In the absence of a real civil society, many 

Libyans were in practice forced to resort to tribal connections (and even tribal law) in their 

everyday life.  The regime’s tactic of divide and rule played off towns, regions and tribes against 

each other in order to minimise potential challenge to central authority.  

2.1.3. Libya entered a new historical phase following the termination of Gaddafi’s 42-

year rule in October 2011. Though initially advocating economic nationalism and self-

dependence as well as strong unity among African nations, the previous regime had become 

increasingly associated with repression and totalitarianism. Libya was increasingly 

characterised by a costly subsidies system, poor record of human rights, weak public sector 

institutions (often considered as a threat to the power of the leader), international economic 

isolation, and an undiversified and non-inclusive economic structure. The growing tribal and 

ethnic tensions, together with the increasing influence of domestic and regional militias, and 

the unravelling events of the Arab Spring presented an opportunity for the politically-

suppressed and economically-discontented Libyans to stage numerous protests across the 

country from February 2011, eventually resulting in the ousting of the previous regime and the 

instalment of a transitional government by October 2011. 

2.1.4. Libya’s first post-revolution national elections were held successfully on 7 July 

2012 with power formally transferred from the National Transitional Council (NTC) to 

the General National Congress (GNC) on 8 August 2012. With 80% of eligible voters taking 

part in the elections, the National Forces Alliance (NFA) received a plurality of party list seats, 

taking 39 out of the 80 seats in the 200-seat National Congress. The smooth voting process and 

peaceful transition of power from the National Transitional Council to the General National 

Congress were widely heralded by international observers. Women’s involvement in the 

electoral process was also praised by the UN Support Mission in Libya. The Constitution is to 

be drawn up by an elected 60-member Constitutional Commission and the help of the 

international community, notably the UN and the EU. The new Prime Minister and cabinet were 

approved by late October 2012. However, the difficulties in stabilising the structures of Libya’s 

governance institutions, with frequent challenges and interventions from various regional and 

tribal factions, have highlighted the challenges of political transition and achieving political 

unity in a country emerging from a lengthy era of political suppression. The tensions over the 

control of the country’s oil resources came to a head when on 11 March the Libyan Prime 

Minister was dismissed by the parliament for his government’s failure to handle the crisis. Mr. 

Abdullah Al-Thinni was announced as the caretaker Prime Minister while a replacement is 

found. New parliamentary elections are expected in July 2014 and there are speculations that 

Mr. Al-Thinni will remain as the caretaker Prime Minister until then.  

2.1.5. Progress on drafting the new Libyan Constitution has been slower than 

anticipated. The Constitutional Declaration, which is the current supreme law of Libya, was 

finalised on 3 August 2011; however, it was only in September 2013 that mechanisms for the 

election of the 60-member national Constitutional Assembly were put in place. These elections 

http://en.wikipedia.org/wiki/Muammar_Gaddafi
http://en.wikipedia.org/wiki/Coup_d%27%C3%A9tat
http://en.wikipedia.org/wiki/The_Green_Book_(Muammar_Gaddafi)
http://en.wikipedia.org/wiki/The_Green_Book_(Muammar_Gaddafi)
http://en.wikipedia.org/wiki/Brotherly_Leader_and_Guide_of_the_Revolution
http://en.wikipedia.org/wiki/Libya
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were held in February 2014 and a new Constitutional Assembly was announced on 2 March, 

2014. Due to boycotts and violence on the election day, 47 members were elected to the 

Assembly, with the other 13 remaining unfilled. 

2.1.6. Within the GNC there are six political blocs. The most prominent are the liberal-

leaning National Forces Alliance, the largest bloc in parliament that supported Mr. Ali Zeidan 

in becoming the prime minister1. Next is the Justice and Construction bloc, which is the political 

arm of Muslim Brotherhood in Libya. The third is the Islamist Loyalty to the Blood of the 

Martyrs bloc, led by Abdel Wahab Qayed, the brother of Al-Qaeda second-in-command Abu 

Yahya Al-Libi. This bloc is considered more extreme than its political ally, the Justice and 

Construction bloc. By threatening to unleash their respective armed groups in the streets, these 

two blocs were major players pushing through the adoption of the controversial Political 

Isolation Law. The fourth, fifth, and sixth blocs in parliament are that of Ya Bilaadi, Voice of 

Libyan Women, and the Salafists. The most pronounced conflict between the blocs is that 

between the National Forces Alliance and Justice and Construction and Loyalty to the Blood of 

the Martyrs. 

2.1.7. In Libya, unlike its immediate neighbours Tunisia and Egypt, the state faces the 

unique challenge of governing a country that combines elements of oil‐based national 

revenues, multi-layered tribal and religious politics, and strong centrifugal forces of 

regional autonomy. This is aggravated by the fact that the new Libya inherited a state and 

provincial administration and institutions virtually void of effective capacity and structure – a 

product of the previous regime’s authoritarian governance structure.  

2.1.8. Libya is a country where tribes, alliances and social relationships play a vital role 

in maintaining stability and communal peace, and in delineating the features of the state. 
So far, the country’s tribal and religious factions have severely limited the development of an 

ideological hegemony that is at play in societies such as Egypt and neighbouring Tunisia. The 

fundamental disagreements between the jihadists, Islamists, moderates, leftists, liberals, and 

tribal groups, and their in-group loyalties which outweigh their allegiance to a greater state, 

make the task of governance and political transition very hard. A well-preforming central 

government and a programme to disarm and reintegrate former combatants are essential 

elements for achieving national reconciliation—and, eventually, for the devolution of authority. 

2.1.9. Following the removal of Gaddafi from power in 2011, Libya’s complex pre-

independence constituent parts and tribal dynamics resurfaced in a country where tribal 

allegiances largely supersede national allegiances – see Annex II. As a result, space was 

opened up for new regional tensions over access to hydrocarbon resources as well as political 

representation. There have been high tensions surrounding the possible relocation of the 

headquarters of the National Oil Corporation (NOC) from Tripoli to Benghazi. In addition, in 

recent months a spate of protests by staff and militias at key oilfields and export terminals has 

resulted in drastic declines in oil production and exports. Some of the militia groups operating 

under the umbrella of various government ministries have resorted to force to ensure their 

agendas are followed and their interests protected. These regional tensions have delayed the 

progress with formulation of the new constitution – a key instrument required for settling these 

precise tensions. The government is exerting all its efforts to negotiate with the militia groups 

and to curtail their destabilising impact on the country’s economic and political structures. 

Despite huge challenges and some setbacks, Libya continues to make gradual progress on its 

                                                           
1 Mr. Zeidan was dismissed by the GNC on 11 March 2014 following the rebel forces’ success to load the country’s 

crude oil on an international tanker in eastern Libya. At the time of writing, the Defence Minister Abdullah Al-

Thinni has been appointed as caretaker Prime Minister for a period of two weeks while a replacement is found. 

New parliamentary elections are being planned for July 2014. 
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transitional roadmap; however, a full transition to political stability is expected to be a lengthy 

and volatile process. 

2.1.10. The governance of Libya’s significant oil sector is one of the key challenges facing 

the post-revolution government. The country’s oil sector is officially controlled by the 

National Oil Corporation which acts almost as a ministry, regulatory agency, and state-owned 

company. The NOC is in charge of collecting payments from resource companies and 

transferring them to a special account held by the central bank. However, in recent months the 

control over and governance of this significant asset has been gradually taken away from the 

central government by the increasing power of the militias, particularly in east of the country, 

who aim to sell the oil independently as a way of inserting political and economic autonomy. 

The strikes which, began by the oil facilities’ security guards under the umbrella of the 

Petroleum Defence League (called the Facilities Guard by the government), aimed at expanding 

control over and autonomy of Cyrenaica's eastern oil port cities during. Many east Libyans feel 

discriminated against by the capital, and are demanding a greater share of oil revenues and more 

political autonomy. The Petroleum Defence Leagues, which operates in all three of Libya's 

major regions, has increasingly used its firepower, mobility and ‘petrodollar’ wealth to expand 

control over the oil production and revenues, and to put an increasing pressure on the 

government’s authority and finances. These tensions came to a head when on 11 March the 

Libyan Prime Minister was dismissed by the parliament for his government’s failure to handle 

this crisis. A caretaker Prime Minister, Mr. Abdullah Al-Thinni, was in turn appointed. 

Negotiations are taking place between the government and the militia leaders with the aim of 

ending the crisis at the country’s oil production and export facilities. In early April it was 

reported that a provisional deal has been reached between the militias leading the oil blockades 

in the east of the country and the government in Tripoli that would allow ‘most’ of the 

blockaded eastern oil ports to be reopened.  

2.1.11. The Government’s limited capacity to effectively control Libya’s vast desert 

territory is generating serious security challenges across North Africa and in the Sahel 

region. Libya’s lawless desert regions are also a haven for weapons trafficking. The vast and 

unsecured weapons stockpiles, which mushroomed during Libya’s eight-month civil war, are 

at the mercy of militants with the financial clout to secure them for their fighters. Small arms, 

antiaircraft missiles and rocket propelled grenades in some of the world’s largest weapons 

warehouses are readily available for militant groups, jihadists and violent opportunists, who 

consider these weapons as an ‘insurance policy’. As a result, the entire Maghreb-Sahel region 

is vulnerable to cross-border militancy and attests to the need for close political and security 

cooperation as well as intelligence sharing amongst pan-African as well as international actors 

such as the UN, the AU and NATO. This potentially threatening regional dynamic also makes 

the Bank’s intervention in Libya more pertinent and vital as it affects the stability of the North 

Africa and the Sahel region as a whole.  

2.1.12. Libya continues to face high levels of security incidents and violence. These have 

intensified since the second half of 2013 due to the increasing tensions between regional militia 

groups and the Libyan government. The 2013 security incidents, which have been mainly 

concentrated in the east of the country, have targeted high level state officials, civilians and 

international/diplomatic entities. Until there is agreement on a constitution and the creation of 

state institutions, the tribes, militias and factions will continue to exercise power by direct 

action, blackmailing central government, undermining the transitional government and 

frightening away potential investors. Already, the economy has stalled, frustration is growing 

and a transition to democracy looks ever more challenging. Efforts at containing the security 

situation have diverted the government’s attention and focus away from progress with the 

constitutional process and social reforms. A stable security environment is essential to Libya’s 
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successful political and economic transition. Despite huge challenges, Libya continues to make 

gradual progress on its transitional roadmap; however, a full transition to political stability is 

expected to be a lengthy and volatile process.  

2.2.  Economic Context 

2.2.1. Under the 42 years of Gaddafi’s rule, the economic development was secondary to 

a political and social remoulding of the country’s institutions. Until the late 1970s, 

Libya’s economy entailed a large role for private enterprise except in the fields of oil production 

and distribution, banking, and insurance. However, under Gaddafi’s rule, private retail trade, 

rent, and wages were considered forms of ‘exploitation’ that had to be abolished. 

Instead, workers’ self-management committees and profit participation partnerships were to 

function in public and private enterprises. Soon, a property law was passed that forbade 

ownership of more than one private dwelling, and Libyan workers took control of a large 

number of companies, turning them into state-run enterprises. Retail and wholesale trading 

operations were replaced by state-owned "people’s supermarkets", where Libyans in theory 

could purchase whatever they needed at low prices. By 1981 access to individual bank accounts 

were prohibited in order to draw upon privately held funds for government projects. The 

development of the non-oil private sector was continuously hampered by underdeveloped 

financial system, inadequate infrastructure, inefficient public administration and the lack of an 

educated workforce. One of the main problems faced by private companies was the uncertainty 

created by different and shifting interpretations of the law, in particular the legislation on 

taxation, and the absence of rapid and transparent mechanisms for resolving commercial 

disputes – a legacy which continues to overshadow private sector activity in Libya to this day.  

2.2.2. The regime’s economic measures created resentment and opposition among the 

newly dispossessed, many of whom began to leave the country. By 1982, an estimated 

50,000-100,000 Libyans emigrated abroad, particularly those with entrepreneurship skills and 

better education. As a result, Libya soon began to face a shortage of skilled labour, which had 

to be imported along with a broad range of consumer goods, both paid for with petroleum 

income. Although the oil revenues allowed for substantial welfare improvements compared to 

the regional and continental standards, Libya increasingly became characterized by high 

dependence on oil incomes, weak and inefficient public institutions, lack of domestic skilled 

labour and entrepreneurial capacity, and a non-existent private sector. 

2.2.3. The Libyan economy has been historically dependent on its vast hydrocarbon 

resources. With the largest proven oil reserves in Africa, hydrocarbons account for over 50% 

of GDP and 96% of government revenues. The remaining part of GDP is also indirectly 

associated with the hydrocarbon production and revenues. With a historical production level 

of 1.6m barrels of oil per day, Libya is not a major producer (only 2% of world’s production), 

but its oil benefits from the double bonus of high quality (low sulphur) and proximity (Libya is 

very close to the Italian and European markets). This has enabled the country to reap huge 

revenues, of which some feeds a sovereign fund present on all continents and another significant 

part which was held by the family and associates of the previous regime – with the post-

revolution government running a scheme aimed at recovering these assets. 

2.2.4. The public sector wages and salaries are the largest component of public 

expenditure, accounting for a third of overall expenditure, followed by subsidies on food, 

fuels and electricity. In 2013 the government announced plans to replace untargeted fuel 

subsidies by targeted cash transfers by the end of 2016, although the implementation of this 

reform has been overshadowed by the country’s political, and, hence, economic crisis. The 

financial and geo-political benefits of this singular source of revenues have deprived the 
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economy from a diversified and inclusive structure. Hence, despite healthy fiscal and current 

account balances, supported by the country’s massive foreign exchange reserves, the economy 

has been historically characterised by high levels of government expenditure, an inefficient and 

costly subsidy system, and high levels of unemployment, particularly amongst the youth. 

2.2.5. Disruptions to oil production and revenues in 2011 led to a 60% contraction in real 

GDP, but the Libyan economy recovered rapidly in 2012 thanks to the resumption of 

hydrocarbon production and exports. As a result, real GDP grew by 104.4% in 2012 while 

the country’s budget and current account balances stood at 13.8% and 25.5% of the GDP, 

respectively – see Annex III. Following the fast recovery of 2012, the economy witnessed a 

downturn in the second half of 2013 mainly due to the mounting protests at major oilfields and 

export terminals. In 2013, oil production declined to well below its average 1.6 million barrels 

per day (bpd) average, reaching a low of 200,000-300,000 bpd in October. With hydrocarbons 

revenues constituting almost the entire government revenues, this has constituted a substantial 

budgetary pressure, costing the economy over USD 10 billion in 2013 alone. GDP is estimated 

to have declined by around 12% in 2013, with an estimated fiscal deficit of 9.3%. In March 

2014, oil production levels reached a further low of 250,000 bpd. As a result, the budget is 

likely display a very significant deficit in 2014, threatening fiscal sustainability and putting 

pressure on the government’s social and economic expenditures. 

2.2.6. Private sector activity remains limited due to the volatile political environment, 

weak regulatory and institutional environment, lack of access to finance, and a weak 

banking system. According to the latest Mo Ibrahim Index and Global Competitiveness Index, 

Libya is still performing poorly in terms of business environment, prevalence of foreign 

ownership of businesses, the efficiency of legal frameworks in settling disputes, and the 

business impact of rules on FDI. According to the 2014 Doing Business Indicators, Libya ranks 

187th out of the 189 economies covered in the study. Specifically, it ranks 171st in terms of 

‘Starting a Business’, 189th in the area of ‘Dealing with Construction Permits’ and ‘Registering 

Property’ and ‘Resolving Insolvency’, 186th in terms of ‘Getting Credit, 187th in terms of 

Protecting Investors, and 150th in terms of ‘Reinforcing Contracts’ (see Annex IV). The latest 

Central Bank of Libya estimates show that the level of private investment as a proportion of 

total investment in Libya has declined from 71% in 2002 to 26% in 2010.  

2.2.7. New laws passed in 2013 are a potential step back for the private sector. The new 

Companies Law allows Libyan shareholders to issue only up to 49% of a joint venture to a 

foreign partner (rather than 65% provided for in Decree No. 103 of 2012). As a result, many 

Libyan start-up ventures, which were previously funded by foreign investors, will no longer be 

capitalised by such partners especially in a high-risk country such as Libya. In addition, the new 

minimum capital requirement of LD 1 million is a significant outlay for most companies (and 

in particular small- and medium-sized enterprises). Reforms to the tax system have, however, 

been carried out with the aim of moving towards a more business- and investment-friendly tax 

environment. Restrictive labour laws and regulations are the other major constraints on private 

sector development and employment creation.  

2.2.8. The Central Bank of Libya (CBL) has taken steps toward developing a dual system 

of conventional and Islamic banks. As highlighted by the Accounting and Auditing 

Organization for Islamic Financial Institutions (AAOIFI), the Islamic finance industry has 

special regulatory and financing/refinancing needs which need to be addressed to support the 

well-functioning of such institutions. Therefore, moving to an Islamic system without having 

in place all the necessary supportive mechanisms and regulation could interrupt financial 

intermediation, saving rates, and SMEs’ access to credit in Libya. Inflation is believed to have 

remained around 2-3% for much of 2013. However, this is largely due to the base effects of 

large price increases during the war. The decline in oil supplies in 2013 as well as the recent 
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government announcements about public salary hikes are likely to push up prices further in the 

coming months. 

2.2.9. On a positive note, given Libya’s immense natural resources, a relatively small 

population including a highly educated diaspora, as well as the country’s strategic 

location, the country has the means to achieve rapid growth as long as internal political 

stability is restored and institutional mechanisms are put in place to ensure that the country’s 

resources are properly managed. So far, concentration on the export market for hydrocarbons 

has resulted in dependence on imported consumer and industrial goods, failing to create 

domestic employment opportunities and inhibiting domestic entrepreneurship. However, the 

country's large financial reserves leave room both for public investment and fiscal incentives 

for private initiatives linked to local transformative industries and services, providing the basis 

for economic diversification and a positive long-term fiscal outlook. 
  

2.3. Social Context 

2.3.1. For much of Libya’s recent history, economic activity and growth have not been 

inclusive, leaving behind the youth, the unemployed and a large section of the country’s 

women. The capital-intensive nature of this hydrocarbon-dependent economy, together with a 

drive towards containing the voices of dissent, implied that the country became increasingly 

characterised by a large unemployed youth population, as well as an effective absence of 

women in all spheres of political and economic life and decision-making. 

2.3.2. Unemployment continues to be a challenge in Libya’s predominantly 

hydrocarbon-based economy. Libya’s post-revolution economic recovery has also been 

primarily based on the growth of the capital-intensive energy sector, failing to address the 

country’s estimated 15% unemployment (with youth unemployment at 50%). The country’s 

volatile political and security status in 2013 has prevented the emergence of a new growth and 

development framework which could aim at economic diversification, productive employment 

generation, and an inclusive development agenda which contains the risk of further political 

volatility from any of the disenchanted social groups. The impact of this on the country’s 

poverty levels has been mitigated by the government’s generous, yet untargeted, social safety 

net programs. The subsidies, which constitute around 16% (LD10.6 billion) of the 2013 budget, 

are believed to result in high levels of inefficiency and fuel smuggling without targeting the 

neediest communities. The subsidies are due to be replaced with cash transfers to the citizens. 

Progress on these reforms is unknown given the country’s uncertain political and policy climate. 

2.3.3. Libya lacks primary health care facilities and high quality education. A critical 

problem facing Libya’s health care system is the lack of primary health care facilities, such as 

local clinics and district hospitals. The government spends 3.3% of its GDP on healthcare; 

however, due to lack of an overall long-term health care strategy, health care expenditure is 

often non-targeted and inconsistent. Tens of thousands of Libyans are currently receiving 

healthcare abroad, costing the Government millions of dollars per day. Despite healthy literacy 

levels of around at 84%, among the highest in the region, Libya scores very poorly when it 

comes to the quality of the educational services. Education and training will be at the core of 

Libya’s development, particularly given its significance in tackling unemployment and 

providing training and opportunities to young Libyans.  

2.3.4. There is a paradox in gender inequality in Libya. While the country has made some 

progress in closing the gender gap in education and health outcomes, these investments in 

human development have not yet translated into higher rates of female participation in 

economic and political life. 55.6% of females over 25 received secondary education. The labour 

force participation rate among young women aged 15-24 is 19%, while the corresponding 
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percentage for young men is 53% (UNICEF, 2011). For women aged 15 years and above, the 

labour force participation rate is 25% (compared to 79% for men). According to the 2013-14 

GCI, Libya ranks 132 out of 148 countries of in terms of participation of women in the labour 

force. Women in Libya continue to face significant restrictions on mobility, suffer serious 

disparities between men and women in job opportunities, equality before the law, participation 

in political and public life, and overall inclusion in decision making. Libya is ranked 36th out 

of 148 of the Gender Inequality Index 2012 (Human Development Report, 2013). 

2.3.5. The recent political transition in Libya has shown that young women and men 

below the age of 30 years old, who represent over 60% of the Libyan population, have 

new aspirations, new goals, and new vision for themselves and their children. Many Libyan 

women played important roles in the uprising that led to the overthrow of Muammar Gaddafi 

and have contributed to the political transition, including as members in the new parliament. In 

2012 women in parliament constitute 16.5%, as thirty-three women were elected to serve in 

Libya’s General National Congress in the first free elections. Concrete steps are urgently needed 

to ensure that women’s rights are respected and that gender-based discrimination and violence 

are firmly rejected by law. 

2.3.6. Tribes, alliances and social relationships play a vital role in maintaining stability 

and communal peace, in dictating the role and effectiveness of the state in Libya. So far, 

the country’s tribal and religious factions have obstructed the development of a strong 

ideological hegemony. The fundamental disagreements along tribal, political and religious 

fault-lines make the task of governance and political transition extremely challenging. 

Following the removal of Gaddafi from power in 2011, Libya’s complex pre-independence 

constituent parts and tribal dynamics resurfaced in a country where tribal allegiances supersede 

national allegiances. As a result, space has opened up for new regional tensions over access to 

hydrocarbon resources as well as political representation. Some of the militia groups operating 

under the umbrella of various government ministries have resorted to force to ensure their 

agendas are followed and their interests protected. These developments have slowed down the 

progress with formulation of the new constitution – the very instrument required for settling 

these precise tensions. The government is exerting all its efforts to negotiate with the militia 

groups and to curtail their destabilising impact on the country’s economic and political 

structures, yet a full transition to political stability in Libya is likely to be a lengthy and volatile 

process. 

III. STRATEGIC OPTIONS 

3.1.  Country’s Strategic Framework  

3.1.1. After coming to power in 1969, Muammar Gaddafi suspended the Constitution 

and disbanded parliament, leaving Libya with neither a constitution nor a parliament for the 

entire period of his rule. The formation of the “Great Socialist People's Libyan Arab 

Jamahiriya” in 1977 severely restricted the private sector and gave the state the absolute 

authority over the country’s resources, investments and economic activities. The absence of a 

holistic development framework and the introduction of regulatory and legal constraints on 

private sector activity implied that the country did not follow a path of economic diversification 

and inclusive development. The hydrocarbon-led growth was increasingly producing gains for 

the centralised governance structure of the country, with the majority of the population being 

excluded from effective and productive economic activity. Hence, despite improvements in 

access to health and water facilities, the regime’s economic measures resulted in growing 
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resentment among the excluded sections of the society, high levels of dependence on 

hydrocarbon revenues, an inefficient public institutional structure, and a weak private sector 

3.1.2. The political uncertainty and the frequent security threats facing Libya since the 

onset of the revolution have hindered the new Libyan authorities’ ability to formulate a 

clear and carefully planned development strategy. In addition, the weak capacity of the new 

state institutions and personnel, many of whom suffer from lack of expertise, exposure and 

experience, has further delayed the formulation of clear sectoral strategies. The private sector 

and civil society have also been unable to make an effective contribution to the creation of a 

strategic framework as they have suffered from similar weak institutional and personnel 

capacities, while also facing a volatile political environment and an absence of a supporting 

government strategy and infrastructure. The Libyan government’s concentration on defusing 

security threats has undermined the space for consolidating the state institutions’ capacity to 

formulate development policies and strategies. Delays in drafting the country’s new 

constitution contribute to delays in the emergence of this strategic framework. The Constitution 

Commission elections were held on 20 February 2014. Though poorly attended, they will set 

the basis for the formulation of the country’s first constitution. 

3.1.3. The Government of Libya needs to embark on an inclusive development strategy 

in order to avoid the pre-revolution regime’s failure to incorporate the various social, economic, 

regional and tribal factions in social and economic decision making of the country. In addition, 

being a hydrocarbon economy, the country has historically paid little attention to promoting 

green growth. The post-revolutionary Libyan government now has the opportunity to 

incorporate green growth into its future development agenda by promoting private sector 

activity in the non-oil and gas sectors of the economy. 

3.1.4. This Note proposes Bank assistance in sectoral strategy reviews and reforms to identify 

priority areas of growth, development and employment generation, while ensuring 

improvement in the utilisation of the country’s national and human resources. The Note sets the 

stage for re-establishing a credible partnership with Libya to form the basis of a future Bank 

CSP.  
 

3.2. Major challenges and weaknesses  

A. Lack of institutional capacity for economic planning and service delivery 
 

3.2.1. Lack of institutional capacity and coordination in the public sector is a major 

impediment to effective and transparent governance structure. Libya’s institutional 

capacity and structures were undermined under the 42-year old rule of the previous regime in 

order to limit potential challenges to authority. As a result, today the Libyan public institutions 

suffer from very weak capacity, lack of strategic framework and planning, and shortage of 

technical expertise. The separation of institutional responsibilities between the Ministry of 

Finance and the Ministry of Planning for the preparation and execution of the recurrent and 

investment budgets poses a challenge to implementing a unified budget management system. 

Fiscal forecasts and the budget have yet to become effective tools for successful implementation 

of a fiscal strategy reflecting national policy objectives and the volatile and exhaustible nature 

of hydrocarbon revenues. Weak leadership capacity at the top executive and managerial levels 

at public institutions undermines the pace and success of institutional coordination and 

governance. 

3.2.2. The increasing challenges, from militia groups, to the state’s political cohesion and 

economic stance are forcing the state to a perpetual state of crisis management and unable 
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to focus on building its broader capacity for efficient service delivery and economic planning. 

In line with this, public sector capacity building and formulation of sectoral strategies are key 

areas in need of urgent assistance. Libya’s lack of clear sector strategies on which to build 

successful development programmes as well as technical and financial cooperation, and its 

weak administrative structure, imply that the Bank should focus on strategy development, 

capacity building for policy formulation, implementation and monitoring, human resources 

development, training, and institutional strengthening. 

3.2.3. Access to public services has deteriorated in Libya. Line ministries are unable to meet 

the service demand as they often suffer from lack of capacity, expertise and coordination 

mechanisms. In the health sector, for example, the conflict that started in February 2011 has 

resulted in substantial changes and deterioration of the country’s health system. The closure of 

primary health care centres due to physical damage from the war, acute shortages of funds, 

medicines and supplies and lack of health workers has forced people to seek health care in 

overburdened hospitals. Disrupted immunization and disease prevention programmes 

combined with weak disease surveillance and outbreak control systems have greatly increased 

the risk of communicable disease outbreaks. In addition, the schemes set up for evacuation of 

war-wounded patients for special treatment abroad has been marred with questions over 

accountability and transparency.  

3.2.4. The Libyan government is pursuing Public Financial Management (PFM) 

programmes with several international organisations. The World Bank is assisting the 

Ministry of Finance with budget coding and mainstreaming budgetary monitoring and reporting 

mechanisms. The aim of the PFM policies which are designed at the general as well as line 

ministerial levels is to improve the monitoring and management of financial resources, and 

introduce new software and tools for increasing the efficiency of the PFM systems. To enhance 

budgetary transparency, the 2013 budget included conditionalities aimed at better management 

of the budget resources – although progress in the implementation of these conditions has been 

slow. Well-defined and transparent rules determining the inflows to and outflows from Libya’s 

sovereign wealth funds and the Budget Reserve Account are also required. This will increase 

the efficiency and transparency of financial management in the country.  

3.2.5. The small size of the private sector limits its role in economic growth. Under the 

centralised economic structure of the previous Libyan regime, Libya’s private sector was 

deliberately marginalised, with little financial and regulatory facilities at its disposal. The new 

Libyan government and a number of key sovereign wealth and investment funds are determined 

to focus on the promotion of the private sector and the Small and Medium-size Enterprises 

(SMEs) in the country. However, a clear state development strategy and progress with 

regulatory and financial reforms combined with carefully targeted private sector capacity 

building projects are essential for ensuring the sustainable development of this private sector. 

In line with this, the coordination and partnership between the public and private sectors needs 

to be stimulated, through the promotion of Public-Private Partnerships (PPPs) to maximise the 

mutual benefits and capacities of both sectors. 

3.2.6. Weak human capital is a major constraint for Libya’s economy and development 

prospects. As mentioned earlier, the country’s tribal and religious factions, and the suppression 

of their means of inclusions into Libya’s political and economic landscape over the last four 

decades have obstructed the development of a strong ideological, political and human capital 

base. Although Libya’s reported adult literacy levels are among the highest in the region at 

84%, this is undermined by the low quality of the education system and its disassociation with 

labour market demands. In addition, and particularly when it concerns administrative and 

management professions, the previously centralised bureaucratic public institutional structure 

together with very weak private sector institutions imply that many Libyans lack the skills and 
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expertise required for planning, strategy making, policy formulation, leadership and 

management.  

3.2.7. Inadequate and high costs of infrastructure (energy and water) further hamper 

economic diversification and social development. Libya is presently facing a serious energy 

shortage, due to poor or damaged infrastructure. In order to ensure strong economic growth for 

the next few years and an expected rise in demand for energy, major measures need to be taken 

to expand capacity for generation of the required energy sources. The latter could include 

conservation of energy at all levels, and use of alternate and renewable energy sources. Water 

pipe infrastructure, the most essential civilian infrastructure, was adversely affected in Libya as 

a result of the bombings during the recent war. The Libyan government is putting in place plans 

for major investments in this sector over the next decade. 

 

B. Underutilisation and Mismanagement of National Resources. 
 

3.2.8. Poor Diversification of Growth Sources and the Productive Base of the Economy. 
Despite forming the main source of Libya’s revenues, natural resource over-dependence is 

unsustainable and could undermine fiscal stability. Political volatilities associated with control 

over this strategic commodity, and the subsequent fiscal fluctuations, make rapid diversification 

away from hydrocarbon resources an essential prerequisite for the country’s long-term growth, 

employment generation and poverty reduction prospects. 

3.2.9. Unclear Investment Portfolio and Framework. Given Libya’s vast foreign exchange 

reserves and investment resources, it is essential for the Libyan authorities, in a break from the 

past, to design a carefully targeted investment strategy. The country’s investment resources fall 

under the umbrella of the Libyan Investment Authority (LIA) and its subsidiaries; however, the 

LIA lacks a clear and comprehensive view of the country’s domestic and international 

investment portfolios and performances. Lack of institutional capacity and the slow pace of 

reforms within the LIA and its subsidiaries have prevented rapid progress with the recovery and 

better management of these investments which could act as an engine of productive growth and 

employment generation in the country. Containment of the country’s unemployment (13%) 

problem is essential not only for successful political transition as the country (and the region) 

has already witnessed the possible destabilising impacts of a politically and economically 

discontented youth population. 
 

 

3.3. Main Strengths and Opportunities 

3.3.1. Immense natural resources. Libya is well endowed with hydrocarbon resources: it has 

the largest proven oil reserves in Africa with 47.1 billion barrels of oil and 52.8 trillion cubic 

feet of natural gas, among the ten largest globally. Only 25% of Libya’s territory has been 

explored to date for hydrocarbons. These resources provide the country with ample financial 

leverage and a positive long-term fiscal outlook, resulting in a very low debt stock measuring 

only at around 2% of GDP. If utilised efficiently, these resources can be the engine of economic 

diversification and employment generation, the basis for an enhanced and diversified 

investment strategy, and provide the resources for generous and efficient public service 

delivery.  

3.3.2. Strategic geographical location. Libya benefits from a strategic location at the 

midpoint of Africa’s northern rim, laying within easy reach of the major European countries 

and closely linked with the countries of North Africa, the Middle East and Africa. These greatly 

enhance the country’s access and trade potentials by: a) fostering regional integration; b) 

reinforcing economic transformation through increased access to financing and investment 

http://en.wikipedia.org/wiki/North_Africa
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resources; and, c) allow better service delivery thanks to increased economic activity and access 

to knowledge and resources from regional economies.  

3.3.3. Potentially significant investment vehicles. Libya currently benefits from the 

existence of a number of sovereign wealth and investment funds, which could become a key  

component of the country’s economic transformation drive. Under the pre-revolution Libyan 

regime, many of these funds had an untargeted and inefficient investment portfolio and often 

had a quasi-fiscal role, being effectively used as a parallel budget system for domestic 

expenditure. However, the new Libyan government aims to reform the structure of these funds 

and incorporate them more fully and efficiently to the country’s economic development 

framework. The government also aims to trace, consolidate and expand Libya’s investments 

domestically and regionally. This will assist in: a) diversifying Libya’s revenue sources and 

economic transformation, b) service delivery as these funds engage in investments in 

infrastructure, utilities and SME development (an active Public-Private Partnership scheme 

could ensure alignment between the government policies and the SWFs’ activities); and, c) 

expand Libya’s portfolio of active and productive investments across Africa.  
 

3.4.  Aid Coordination/Harmonization and Bank Group Positioning  

3.4.1. Recent Developments in Aid Coordination/Harmonization: the UN Security Council 

tasked the United Nations Support Mission for Libya (UNSMIL), established in 2011 at the 

request of the Libyan authorities, with the responsibility of ‘international assistance 

coordination’ in full accordance with the principles of national ownership. However, given 

Libya’s volatile political environment, UNSMIL’s mandate has been primarily focused on 

assisting Libya in the process of democratic transition and restoring public security. As such no 

donor coordination mechanism has yet emerged. Given the current political and socio-economic 

situation in Libya, it would be prudent for donors to seek partnership in order to maximise 

impact. During its recent dialogue mission to Libya, the Bank met with DfID to discuss ongoing 

activities and the latter’s efforts at creating a donor coordination mechanism. The Bank 

supported this initiative and affirmed its willingness to work closely with DfID to establish such 

coordination mechanism. 

3.4.2. Despite the international development community’s increased presence in Libya 

from 2012, the country’s volatile political situation has acted as an obstacle to the 

materialisation and progress in many initiatives. Many donors have been forced to cancel 

several missions to the country and delay operations until a more conducive political and 

security situation becomes available. This has also implied that many donors’ mandates and 

areas of interest and activity have evolved, shifted and adopted a fluid form in response to the 

changing circumstances in Libya. As such, and as discovered further during the Bank’s ongoing 

dialogue with the donors in the country, it is difficult to currently categorise donor interventions 

in Libya along clearly defined lines.   

3.4.3. The Bank has identified areas of collaboration with other donors. The Bank has 

established close institutional contacts with DfID aimed at information-sharing with a view to 

inform Bank operations and identification of mutual areas of assistance. The Bank aims to 

coordinate its activities in the area of Public Financial Management (PFM) with the DfID-

funded PFM initiatives which are being implemented, with the help of the IMF and the World 

Bank, at the Ministry of Planning. 

3.4.4. The World Bank has an active portfolio in PFM in Libya and has shown interest 

in collaborating with the Bank. The Bank met with the World Bank in Libya during the recent 

dialogue mission to discuss respective areas of activities. The World Bank, who is engaged in 
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the area of centralisation PFM at the Ministry of Finance, has strongly encouraged the Bank to 

establish a PFM and institutional capacity programme at line ministries such as education and 

health. This will be aimed at harmonising and streamlining PFM reforms and mechanisms 

across all ministries and government institutions without duplicating efforts. As discussed later, 

this component has been integrated into the Note’s proposed first pillar of intervention in Libya. 

3.4.5. The Bank is in the process of establishing coordination with the Islamic 

Development Bank and the USAID. The latter donors are involved in assisting the Warriors 

Affairs Commission (Prime Minister’s office and the Ministry of Finance) with an initiative to 

re-integration the ex-militias into civilian life. The Bank has been requested by the Libyan 

government to assist with this programme. In doing so, and to ensure maximisation of 

effectiveness of this challenging yet significant initiative, the Bank is in the process of 

establishing close information-sharing and coordination with the other major partners on the 

project, including the Islamic Development Bank and the USAID.  

3.4.6. In order to ensure a credible engagement in Libya, the Bank plans to establish close 

dialogue and consultation with Civil Society Organisations (CSOs). Although mapping 

Libya’s CSOs and their activities is rather difficult under current circumstances, the Bank is 

determined to create a platform for coordination and partnership with the Libyan CSOs during 

the forthcoming missions to the country. Such relationship contributes to the establishment of 

a more solid basis for the creation of Bank’s future CSP for the country.   
 

3.5. Bank Group’s positioning in Libya 

3.5.1. Portfolio Size and Performance: Despite being one of AfDB’s largest shareholders, 

with a subscribed capital of 4.057% (as of 31 December 2013), the Bank’s assistance to and 

engagement with Libya has been very limited until recently. This has been largely due to the 

restrictive operational environment, especially in terms of capacity constraints, prior to the 2011 

revolution and the previous Libyan regime’s lack of willingness to engage with the Bank as 

well as the limited need for Libya to borrow development finance. 

3.5.2. Despite this, in 2009 and 2010 the Bank approved two MIC TAF grants for Libya, in 

the areas of export promotion (UA 0.48 million) and SMEs development (UA 0.58 million), 

respectively (Annex V). The weak institutional capacity of the Libyan counterparts delayed the 

initiation of the implementation of the grants; subsequently, the onset of the revolution and the 

subsequent political and governance vacuum that followed also made the task of maintaining 

communications with (and operations through) the previously designated Libyan authorities 

impossible As a result, the projects were not initiated and no funds were disbursed. During the 

Bank’s first post-revolution mission to Libya, undertaken in March 2013, a mutual agreement 

was reached between the Bank and the Libyan government to cancel the existing grants and to 

instead focus on newly emerging challenges facing the post-revolution Libya. The MIC TAF 

on ‘Capacity Building Support to the Libyan Export Promotion Centre (LEPC)’ has already 

been cancelled.  

3.5.3. Following a scoping dialogue mission in March 2013, the Bank hosted several visits by 

Libyan institutions during the second half of 2013 aimed at exploring new areas of assistance 

and collaboration. These included the Ministry of Health, the Libya Africa Investment 

Portfolio, the Libyan Local Fund for Investment and Development (a USD 12 billion Sovereign 

Wealth Fund financing local development in Libya) and the National Investment Company 

(NIC). Fruitful dialogue with these and other Libyan institutions have resulted in emergence of 

key potential areas of collaboration and assistance. Notably, the Bank has established a strong 
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institutional relationship with the Libya Africa Investment Portfolio (LAP), one of Africa’s 

largest sovereign wealth funds, and is assisting the latter with institutional and strategic reforms 

and capacity building. A dedicated Bank team are providing detailed support towards LAP’s 

strategic reforms aimed at enhancing their institutional and investment structures. As part of a 

capacity building scheme, four LAP personnel underwent secondments with the Bank between 

October 2013 and March 2014, with the aim of increasing their expertise in the areas of 

investment, private sector operations and legal issues. Two more LAP personnel will soon be 

joining the Bank’s Treasury and Risk departments for the same purpose. A workshop on risk-

management capacity building is also being organised by the Group Chief Risk Officer (GCRO) 

in collaboration with Initiative for Risk Mitigation in Africa (IRMA) targeting LAP’s middle 

and top management. These initiatives are not only proving highly successful for assisting with 

capacity building within LAP, but have also created a highly valuable and potentially lucrative 

partnership between the Bank and one of continent’s leading investment funds. 

3.5.4. Libya is one of the beneficiary countries under the Deauville Partnership. In 

Deauville in 2011 the G8 initiated a partnership with Egypt and Tunisia, which has since grown 

to include Jordan, Morocco, Libya and Yemen. It is based on supporting the democratic 

transition and an economic pillar to support home-grown strategies for sustainable and inclusive 

growth in these countries. The purpose is to ensure inclusive country-led plans are developed 

by the partner countries with the private sector recognized as the engine for growth and job 

creation. As most of the countries in the region are middle-income ones the IFIs have 

traditionally been a major source of support to them. The IFIs thus agreed to align their 

engagement, identify new joint activities and signed up to a joint approach for private sector 

development. Substantive progress has been made on sharing information between IFIs through 

the platform which has helped facilitate joint analyses and initiatives for the benefit of the 

Partner countries, including Libya. 

3.5.5. As part of the Deauville Partnership, the Bank has supported Libya through two 

trust funds. The first being the Multi-donor Trust Fund for Countries in Transition, under 

which the Bank approved euros 186,000 in June 2013 to enhance dialogue between the new 

Libyan authorities and the Bank. The second is the MENA Transition Fund, and in December 

2013, at the request of the Libyan government, the Bank prepared and obtained approval for 

the project entitled, ‘Leading the Way: A Leadership Capacity Building Pilot Project’. These 

two technical assistance projects mark the first post-revolution Bank assistance to Libya, and 

aim to address the key challenges facing Libya’s transition process.  

3.5.6. Libya presents a unique case for a strong partnership with the Bank.  First, while 

the country does not need long-or-short term financing, it has a very significant need for 

technical assistance and advisory services at all levels of government and non-government, 

Second, Libya’s limited historical engagement with international development agencies and a 

preference for contracting consultancy services, has led to a lack of familiarity with the range 

of services and technical assistance available from international development organisations, 

such as the AfDB. Third, Libya’s continued ambition to support and invest in the African 

continent provides a unique opportunity for a strategic partnership between Libya and the Bank. 

Given the unique elements which impact Bank’s relations with Libya, and the opportunity for 

the Bank to play the role of a trusted partner for Libya at this juncture in the country’s history, 

the Bank should be prepared to explore and engage in innovative modes of assistance to Libya, 

such as advisory services, training facilities, and economic re-integration of ex-combatants, 

among others. Furthermore, there is a need for flexibility within the guidelines and the pillar 

proposed in this document in order to take account of Libya’s current volatile situation. 
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3.5.7. Over time and as the Libyan authorities begin to appreciate that the Bank can provide 

useful assistance and support to the country, the Bank will explore the possibility of a 

‘chargeback’ system for the Bank’s advisory services. 

3.5.8. Given the Bank’s extensive operations in transitional economies in Africa and in line 

with the pillars under the 2013-22 Strategy, the Bank is well-positioned to assist Libya with key 

tasks of governance reforms, institutional capacity building, and transition into a more 

permanent and stable political and economic structure. This Note will thus lay the foundations 

for formulation of the full-fledged Strategy for Libya over the coming 2 years. 

3.5.9. Lessons from implementation of Bank Group Country Engagement Note (2009-

2013): The Bank Group Strategy (2009-2013) showed that there were areas of critical mass 

around which the Bank should build when it comes to working with the Libyan Government. 

This was highlighted especially strongly in terms of working on two MIC-TAF financed 

technical assistance grants that faced challenges in terms of implementation progress because 

of an inadequate knowledge of the Bank’s procurement and disbursement rules and regulations. 

This in turn was exacerbated by weak capacity on the side of the Libyan authorities to be able 

to manage the two grants. Capacity-building and capacity enhancements are, therefore, two key 

crosscutting themes that the Bank has to mainstream in all its envisaged plans with Libya. 

Keeping the Libyan counterparts informed of the Bank’s procedures through regular ‘clinics’, 

trust fund resources and operations were critical learning points for the Bank Group to 

internalize in relation to Libya. This will come about from frequent meetings and consistent 

dissemination of Bank rules/regulations, for example, during meetings and missions. 

IV. BANK GROUP’S AREAS OF ENGAGEMENT WITH THE COUNTRY 

4.1.  Rationale for Bank Group Engagement 

4.1.1. Libya’s new political landscape presents the Bank with a unique opportunity to 

renew and expand its engagement with this significant member of the Bank. Despite its 

large shareholding at the Bank, the previous Libyan regime’s lack of political willingness to 

engage with international financial and development institutions had undermined Bank’s 

effective engagement with the country. Despite the numerous economic and political challenges 

facing today’s Libya, the Bank is determined to assist with the major task of political and 

economic transition in the country, benefiting from Libya’s new political dynamics and drawing 

on the Bank’s areas of expertise and competitive advantage. The Bank can utilize its expertise 

and experiences on the continent to help respond to Libya’s post-revolution needs for 

development strategy formulation, institutional capacity building and service-delivery 

enhancement.  

4.1.2. Leveraging the Bank’s new way of working as a catalyst, the Note proposes 

working opportunistically with Libya. This implies seeking opportunities to work with the 

Libyan authorities and international partners in areas which are in line with creating the basis 

for promotion of inclusive growth in Libya.  

4.1.3. Libya has become an ADF-13 donor. As a significant sign of a renewed and more 

engaging approach towards Africa and the Bank, the government of Libya has pledged USD 

37 million towards ADF-13.  

4.1.4. Given the country’s immense financial resources as well as its already-existing 

(though inefficient) network of investments across Africa, an investment partnership 

could be of strategic value for both Libya and the Bank. The post-revolution Libyan 
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government is keen to take stock of the country’s investments, recover the previously ill-

acquired assets, renegotiate the terms of the previously negotiated contracts, and to reformulate 

its investment strategy, particularly in relation to the SWFs, with the aim of expanding the size, 

efficiency and productivity of their investments in Africa. The Bank will aim to assist Libya to 

diversify and enhance returns on its significant resources, and as such is already working with 

a number of Libyan institutions, notably the LAP, to assist with such tasks and to also explore 

areas of co-financing in Africa.  

4.2.  Pillar of Bank Group Engagement 

4.2.1. In selecting the main pillar of engagement for Libya, a number of key elements 

have been taken into consideration: 

- Libya’s post-revolution economic and institutional realities, and fragility resistance  

- Libya’s need for assistance with the task of economic and political transition 

- Libya’s urgent need for sectoral strategies and institutional capacity building  

- The Bank’s strategic framework, particularly the Ten Year Strategy, the new Fragility, 

Human Capital, Governance and PSD strategies. 

- The Bank’s ongoing dialogue with the Libyan authorities, and the subsequent areas of 

Bank assistance which have been identified  

- Consultation and coordination with the other donors and development agencies  

- Lessons learnt from the Bank’s previous engagement with the country 

- The objective of strengthening partnership between the Bank and Libya 

4.2.2. Given the particularities of the situation that Libya is exhibiting as well as the country’s 

significant and pressing needs, the proposed pillar of Bank engagement will establish the 

strategic role of the Bank while allowing an opportunistic role in delivering innovative support 

to Libya. In addition, the absence of a full previous engagement with Libya as well as the 

country’s current circumstances imply that the Bank needs to consider wider areas of 

intervention. These areas of intervention will be defined and refined more precisely during the 

period of re-engagement, and will create the basis for formulation of a more concise CSP during 

the following period.  

 

Pillar of Intervention: GOVERNANCE (state institutional capacity building, enhancing 

service delivery, and creating an enabling environment for private sector development) 

4.2.3. Given the weak state of public institutions in Libya prior to the revolution, as well as 

the lack of human capital and expertise required for managing and leading these institutions 

following the revolution, the Bank will support capacity building across a range of institutional 

objectives including: leadership capacity development, budget management and planning, and 

strengthening the state’s resilience to fragility. The Bank’s recently approved MENA Transition 

Fund project, entitled ‘Leading the Way’ (USD 5.5 million) aims to strengthen leadership 

capacity and expertise amongst the executive leadership in Libya’s public, private and civil 

society sectors. The Bank will assist in rationalising public expenditures and Public Financial 

Management at the line ministerial level to complement existing (DfID-funded) World Bank 

and IMF PFM activities at the Ministry of Finance. The Bank’s support in this area will 

contribute to the broader objective of enhancing the state’s ability to provide more efficient 

service delivery to the populous. In this regard, the Bank is considered as an ‘honest broker’ 

with extensive experience which it can share with line ministries to help them better manage 

their institutional reforms and procurement processes. The Bank will also assist the Libyan 

government in the area of statistical capacity building to provide training and improved 

mapping of Libya’s economic needs to enable more efficient service delivery and development 
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planning. The Bank’s assistance with the re-integration of ex-militias through an economic 

programme will strengthen the state’s resilience to fragility as well as its ability to provide 

security services across the country. 

4.2.4. The Bank is well-positioned to assist Libya with better management of domestic 

resources and regional investments. This includes assistance towards creation and reform of 

sectoral strategies across selected line ministries such as the Ministries of Higher Education and 

Labour, as well as assistance with institutional and strategic reforms of the Libyan Sovereign 

Wealth Funds (SWFs). Funded primarily by the country’s vast hydrocarbon revenues, Libyan 

SWFs are amongst the largest regionally and globally, and as such could also be potential 

strategic partners for the Bank. Given the Bank’s extensive experience in working with SWFs 

across Africa, the Bank has been approached by several Libyan SWFs, such as the Libya Africa 

Investment Portfolio (LAP), for assistance in strategy formulation and capacity building.  The 

Bank will also extend its assistance in the areas of staff capacity development (transaction 

formulation, risk management, syndication), portfolio management, and reform and 

formulation of institutional and investment planning and strategies. These will assist with better 

utilisation and management of Libya’s vast investment resources domestically and regionally. 

This strategic partnership could result in non-sovereign joint investments in Libya and across 

the continent.  

4.2.5. The Bank will assist Libya with the creation of the enabling environment for private 

sector development. This includes assistance with the reform of the enabling regulatory, 

financial and policy environment; formulation of institutional, sectoral and investment 

strategies; training and entrepreneurial development; staff capacity development (in the areas 

of transaction formulation, risk management, syndication, among others); procurement of 

experts and agencies to assist with the task of capacity building within the private sector. The 

Bank will assist the Libyan government in a programme of reintegration of ex-militias into 

civilian life through an economic programme of training, entrepreneurship development, and 

private sector development. The Bank is currently preparing the relevant TA-based support. 

The latter includes the provision of a transformative trainers’ training on entrepreneurship to 

enable them better run the business centres; the development of partnership between the 

Ministry of Economy and the Chambers of Commerce to take over the business centres; the 

establishment of memorandum of understanding between the Libyan TVET Institute and in 

country and international training institutions for which the Bank will play its knowledge broker  

role; and the  provision of expertise to design of a evidence based-evaluation methodology and 

toolkits ready for the program use. These activities will also address Libya’s weak human 

capital, as discussed earlier in this Note, which has resulted in the mismatch between the labour 

supply and labour demand, resulting in high levels of youth unemployment. The latter is indeed 

one of the major reasons behind the fast growth of militia organisations and membership in 

Libya. This will be an opportunity to mainstream skills development and job creation into Bank 

operations in Libya, as per the Bank’s Human Capital Development Strategy. Simultaneously, 

the Bank will explore novel approaches to catalyse private sector-led growth through sovereign-

backed guarantees and Public-Private Partnership arrangements. For example, in order to 

respond to the huge deficits in the social sectors (such as education and health), private sector 

investments could be mobilized to bridge such deficits. The Bank will also assist with 

institutional framework reinforcement required for the promotion of Public Private Partnerships 

(PPPs). 
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4.3. Deliverables and Targets 

4.3.1. As a middle income country, Libya can only borrow from the ADB window where it 

has significant headroom. However, the utilization of the resources will be determined by the 

government’s appetite to borrow. 

4.3.2. Lending Operations: Given Libya’s massive financial resources, thanks to the high 

foreign exchange earnings from its hydrocarbon resources, it is very likely that the Libyan 

government will focus on non-lending operations with the Bank in the immediate future. 

4.3.3. Non-Lending Operations: The Bank Group will provide technical assistance to Libya 

by investing mainly in non-lending activities. Technical assistance in the areas of capacity 

building in budget management and planning, financial management, accounting and reporting, 

audit, procurement assistance, sector strategy formulation and sector-specific capacity building 

activities will be largely conducted and financed through grant mechanisms such as MIC TAF 

and the MENA Transition Fund. 

4.3.4. In view of the challenging and volatile political context in Libya, only broad macro-

level indicators can be defined to assess the success of the 2014-16 Re-engagement strategy; 

these include: 1) working with Libya for the rest of Africa (promotion of investments, assistance 

towards Libyan investment funds with investments in the continent, and exploring co-financing 

schemes between the Bank and such investment funds); 2) assistance with institutional capacity 

building; and, 3) assistance with creation of the economic tissues required for the re-insertion 

of ex-militias into civilian life. The Indicative Areas of Bank Engagement in Annex I outlines 

the main objectives and likely indicators of success for the proposed pillar of intervention. 
 

4.4. Dialogue Process and Preparation of the Re-Engagement Note 

4.4.1. The current Re-engagement Note has been drafted based on the Bank’s understanding 

of the challenges facing the Libyan economy and political transition, as well as the extensive 

dialogue held between the Bank and the Libyan authorities in 2013 and 2014. The Bank’s direct 

counterpart in Libya is the Ministry of Finance, which hosted the Bank’s March 2013 mission. 

The mission conducted dialogue with several key government institutions, notably the Ministry 

of Finance, the Central Bank and the Libyan Investment Authority. Additional dialogue was 

held with private sector entities (e.g. Libyan Export Promotion Agency), academic institutions 

(e.g. the Academy of Graduate Studies), and other national and international stakeholders on 

the ground (e.g. UNSMIL, UNDP, WHO). The dialogue with the Libyan counterparts expanded 

during the second half of 2013 through several visits to the Bank by the Libyan public and 

private sector institutions, resulting in a clearer identification of the potential areas of 

engagement and collaboration between the Bank and Libya.  

4.4.2. A Re-Engagement Concept Note was prepared based on the above dialogue, the 

subsequent clarity emerging on the Bank’s areas of comparative advantage, and the initiation 

of Bank’s activities in Libya. The Concept Note (CN) was shared with peer reviewers and the 

Libya Country Team for feedback, which was subsequently discussed at a Country Team 

Meeting and incorporated into the revised version of the CN. A dialogue mission was 

subsequently mounted by the Bank in January 2014, to discuss the proposed CN with the Libyan 

government. Further rounds of dialogue were held with the Ministry of Finance, the Ministry 

of Planning, the Central Bank of Libya, as well as with the international development 

organisations such as DfID and the World Bank. The Libyan government endorsed the Bank’s 

proposed areas of assistance to the country, and the dialogue with public sector and the 

international partners helped define Bank’s proposed engagements in more detail. The current 
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Re-engagement Note was produced following the mission and is based on the previous CN and 

the discussions which took place during the mission. 

 

4.5. Country Dialogue Issues 

4.5.1. Lack of Institutional Capacity. Absence of a clear organizational structure at many of 

Libya’s key (public and private) institutions, lack of technical expertise among some of the 

newly-appointed officials, and absence of an overall national strategy for economic 

development of the country can undermine the effectiveness and speed of Libya’s engagement 

with the Bank. This, on the other hand, highlights the urgency of assistance with institutional 

capacity-building and procurement effectiveness not only for Libya’s development but also to 

enhance Bank’s dialogue with the country.  

4.5.2. Portfolio Performance. Satisfactory management and performance of the portfolio 

remains crucial in ensuring that project resources are effectively utilized and the intended 

benefits achieved on a timely basis. The Bank will, therefore, regularly monitor the 

implementation of technical assistance projects through periodic supervision and reviews of the 

country portfolio. The Bank will maintain dialogue aimed at encouraging the authorities to put 

in place mechanisms to ensure quality at entry and managing for results of Bank technical 

assistance operations.  

4.5.3. Development of a Robust Pipeline of Operations. Given that Libya has a sizeable 

sustainable lending limit, the implementation of the Bank strategy is not constrained by the 

availability of resources. The Bank will continue to enhance dialogue with the authorities to 

sensitize and appraise them on the range of Bank financing instruments, loan products and 

advisory services.  

4.6.  Potential Risks and Mitigation Measures 

4.6.1. Political instability, threats to the survival and legitimacy of the state, and regional 

tensions over control of country’s rich natural resources. While the new Libyan government 

and state institutions strive to consolidate their power and control over the country, occasional 

forms of instability threaten the state’s stability and divert attention away from development 

planning and towards security management. In this context, the Bank’s speedy progress in 

assistance in the areas of state capacity building and public service delivery will help with 

mitigation of this risk in the medium- to long-term. In addition, benefiting from our close 

proximity to Libya, the Bank is able to easily arrange for country dialogue and project meetings 

to be held in Tunis at times of heightened political crisis in Libya. This will ensure continued 

engagement with the Libyan authorities and progress with the ongoing and future projects and 

collaborations with the country despite occasional political instabilities. 
 

4.6.2. The Bank’s proposed assistance with the programme of re-integration of militias 

may contain some effectiveness risks. The high level of politicization of the militia 

management, the gathering of groups around leading political figures and lack of a clear leading 

institution on demobilisation policy can pose challenges to overall effectiveness of this 

programme. As such, the Bank will aim to coordinate closely with other national and 

international partners on this programme to ensure full coordination and complementarity, 

while minimising the risk of programme ineffectiveness. 
 

4.6.3. Libya’s volatile security situation at times poses a risk to the operation and 

implementation of donor projects. In order to minimise this risk, the Bank is in close 

coordination with UNSMIL and other donor organisations on the ground in order to be fully 

informed of the security conditions on the ground and to receive regular updates on the security 
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or political issues which could pose potential challenges to the Bank operations. This informs 

the Bank’s project formulation and implementation decisions and processes. 
 

4.6.4. The Bank is planning a fragility analysis to be conducted for Libya over the coming 

months. The outcomes and recommendations of this analysis will be carefully considered and 

incorporated into the Bank’s operations in Libya. In the meantime, the messages and 

recommendations put forward in this engagement note are consistent with those included in the 

AfDB strategy for engagement in fragile situations 2014-2019. First, on the proposed pillar, the 

AfDB strategy for engagement in fragile situations identifies 2 areas of operational focus, 

namely (i) strengthening state capacity and support effective institutions and (ii) promoting 

inclusive and equitable patterns of growth and development through, among others creation of 

an enabling environment for private sector development and job creation. These could be easily 

mapped to the pillar proposed in this Note, namely Governance. Second, on the approach, the 

AfDB strategy for engagement in fragile situations advocates a continuous Bank involvement 

throughout all phases, and emphasises the Bank’s role of a ‘trusted broker’, offering economic 

and financial advice. This is very much in line with the approach proposed in the current Note. 

Third, on the implementation strategy, the Note stresses the importance of the Bank developing 

its capacities to fulfil its ambitions and objectives in line with the overall Bank strategy for 

engagement in fragile situations.   
 

4.6.5. Delays in project initiation and implementation due to lack of familiarity with the 

Bank procedures. The relevant Bank departments will ensure close follow-up on project 

implementation, including provision of training on project initiation, formulation and 

implementation to project coordinators.  

V.  CONCLUSION 

 The Board is invited to consider and approve the document. 



 

 

Annex I – Indicative Areas of Bank Engagement in Libya 
 

 

 

Areas of Dialogue Ongoing Bank Assistance  Cooperation Prospects Likely indicators of success 

Pillar of Intervention. Governance  

Strengthening state capacity and 

service delivery  

- Leadership capacity building: MENA 

Transition Fund project, ‘Leading the 

Way: A Leadership Capacity Building 

Pilot’, aims to strengthen leadership 

capacity at decision-making levels. 

- Budget management and planning: the 

Bank is in dialogue with the World Bank 

to establish complementary PFM 

activities in line ministries.  

- Strengthening state resilience to fragility: 

the Bank is assisting with the ‘economic 

integration’ component of the initiative 

for re-integration of ex-militias. 

- Leadership project was mounted in February 

2014. The Bank works closely with the 

Libyan authorities to carry out 

implementation. 

- The Bank to establish close dialogue with 

relevant line ministries, such as education 

and health, with the aim of developing a 

tailored PFM program. 

- The Bank has formed a dedicated team to 

assist with re-integration scheme, has 

identified overall areas of assistance, and is 

working with the authorities to prepare the 

relevant TA-based support. 

- Successful leadership training for 50 

executive leaders from the public and private 

sectors, as well as the civil society. 

- More transparent financial management 

systems and practices. 

- Establishment of the Bank’s assistance with 

reintegration scheme. 

- Contribution to the rehabilitation of at least 

half of those covered in the reintegration 

program. 

Better management of domestic 

resources and regional investments   

- Sector strategy formulation: advisory to 

the Ministry of Finance. 

- Strong collaboration with Libyan SWFs, 

such as LAP, providing investment and 

portfolio management advisory and 

institutional capacity building assistance. 

- The Bank to focus on strategy formulation 

and structural reforms of other line 

ministries e.g. Higher Education & Labour 

- Establishment of a Memorandum of 

Understanding with LAP, provision of 

training and workshops, and expansion of 

the LAP secondment scheme at the Bank. 

- Progress towards a) establishment of clearer 

sectoral priorities and b) development of best 

practices in selected line ministries. 

- Establishment of an MoU with LAP 

- Completion of successful training and 

capacity building programs aimed at the LAP 

executive. 

Creation of an enabling environment 

for private sector development 

- Creation of an enabling environment: the 

Bank assists with creation of an enabling 

legal, regulatory and financial 

environment conducive to private sector 

development and absorption of ex-

combatants to economic activity. 

- The Bank has formed a dedicated team for 

this task, has identified overall areas of 

assistance, and is working with the 

authorities to prepare the relevant TA-based 

support. 

- The Bank will explore further areas of 

assistance towards private sector promotion 

in Libya. 

- Assistance with institutional framework 

reinforcement required for promotion of 

PPPs. 

- Contribution towards the improvement of at 

least one aspect of the enabling environment 

for private sector expansion.  

- Contribution to the creation of a clear 

understanding of the major obstacles to PSD. 

- Establishment of at least two areas of 

successful public-private sector cooperation. 
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Annex II 

 

The Political Economy of Libya post-2011 revolution 

Following the 2011 uprisings and the fall of the Gaddafi regime, Libya has experienced a radical 

transformation of its political system, with significant social and economic ramifications for the 

state and society. The country lacks a stable, unified and inclusive state. The latter’s institutions 

were undermined under the previous regime’s informal rule through a small elite, wielding both 

oil-funded patronage and repression. The predominant social and political dynamic is 

fragmentation based on different and competing identities, loyalties and a complex matrix of 

tribal, regional and ethnic fault-lines. These complexities reflect themselves in the fragmented 

constituencies through formal elite institution (e.g. the GNC, elected in 2012), as well as 

informal institutions and Libyan society at large. The state’s apparatus has been further 

weakened by the tensions between the ‘pro-revolution’ and the conservative actors within the 

government. The former seek a total renewal of political and business elites, while the latter 

want to re-establish stability and fear further loss of influence to the revolutionaries. This rift 

which runs through elites and the GNC divides different cities, tribes and elements in the 

security sector. 

The weak central state allows for the empowerment of the peripheries which are composed of 

local actors and dynamics that dominate the country’s politics, and which have roots in a 

Libya’s long history of localism and regionalism. As a result, the country faces regular tensions 

around the balance of power between the national, regional and local levels of power, and 

between major provinces. The major factions have exerted pressure on the central government 

by expanding their control over the country’s hydrocarbon resources and through demands for 

government appointments. Fragmentation has also diminished the legitimacy and reach of the 

national security forces. Security and conflict-resolution functions are effectively 

subcontracted, in an ad hoc manner, to some armed groups and local notables associated with 

revolutionary armed groups, factional militias, and unregulated armed groups. As a result, 

Libya’s political economy today suffers from major challenges, including state monopoly 

versus privatisation of the use of violence; the relationship between centre and periphery 

(“localism”); and, accountability and transparency in the control and distribution of 

hydrocarbon revenues. 

Below provides further details of Libya’s tribal, ethnic and religious fault-lines: 

Tribal factions: Libya is divided into 140 main tribes, with 30-40 of them being influential, 

making cooperation or conflict among tribes a key determinant of the country’s transition. 

Tribalism is a major issue particularly outside the large cities (Tripoli and Benghazi), and above 

all in the rather remote areas of the east, southern Cyrenaica, southern Tripolitania and the 

Fezzan. There exists long-standing tribal enmity – dating back to Roman times – between the 

regions of Tripolitania in the west and Cyrenaica, around Benghazi, in the east. In his divide-

and-rule strategy, Gaddafi cultivated tribal disharmony. Since the 2011 revolution, some towns 

and regions, such as Misratah that played a key role in the revolution, have emerged almost as 
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separate states with a resurgence of at least 20 tribes vying for regional supremacy, equipped 

with arms looted from Gaddafi’s vast arsenal.  

In Libya, regional identities are marked and coupled with traditional tribal structures. That 

Benghazi is the stronghold of militia activities is no coincidence since the Libyan East has 

already been the scene of major rebellions put down by violence and which has never ceased 

to suffer from the Gaddafi regime’s repression, based mainly on the loyalty of Tripolitanian 

tribes and primarily of his own tribe. In addition, there are also old rivalries between the tribes 

of eastern Libya, especially the Senussi and the Warfala and those of the West, 

including Gaddafi’s own tribe: the Gaddafa. The tribes of the East and Fezzan have 

always felt aggrieved by an unequal distribution of oil profits and generally by the strong grasp 

of Gaddafi and other western tribes, thus providing the leading officials of ministries and public 

sectors and building the bulk of the ‘elite troops’ of the regime army.  

Ethnic factions: There is great resentment by Libya’s ethnic minorities such as the Berbers and 

Tuareg and African tribesman in the southern desert province of Fazzan of Gaddafi's 

suppression of all non-Arab groups. These ethnicities in turn have their own tribal delineations. 

Gaddafi’s ‘Africa first’ focus led to an influx of sub-Saharan workers, mostly from 

neighbouring Chad, who were favoured often at the expense of indigenous Arabs. 

Consequently, Berber and Africans continue to clash with Arab tribes in the centre and south 

of Libya, vying for control of the towns and outposts.  These conflicts are proliferating in the 

absence of Qaddafi’s iron fist, which focused on suppressing traditional tribal rivalries and local 

identities. Separatist sentiments in the south emulate a similar declaration by tribal leaders and 

militia commanders for a semi-autonomous state in the oil-rich eastern region of Barqa, 

espousing administrative independence for managing internal affairs. As the epicentre of 

opposition and rebellion to Qaddafi rule, the historically marginalized and underdeveloped east 

is attempting to revive the three state system characterizing Libya from 1951 until 1963. 

Although the exact size of these minorities is unknown, the Arab majority is now fearful of 

demands for vengeance by nomadic Berber and Tuareg groups, with the aim of retaining as 

much power and resources from Tripoli as possible. 

Militias: Although the lack of a capable, centralized state is not a problem unique to Libya, 

with its neighbours in Tunisia, Algeria, and Egypt also experiencing similar problems, the 

problem is particularly acute in Libya. Tribal and ethnic factions have made agreement on a 

new constitution extremely difficult, with all sides demanding special privileges and funds as 

compensation for perceived past wrongs. Two years after the revolution, there is still no clear 

agreement on the power the Prime Minister and his cabinet, the role of the state, the nature and 

extent of devolution to regions and tribal chiefs, and the fate of the discredited army and police. 

Into the vacuum have stepped local militias and brigades, some independent, some controlled 

by local cities and tribal notables. The strength and influence of the militias grew with the 

establishment of battalions and militias following the uprising against Gaddafi, with the 

emergence of hundreds of militias and mercenary groups that began to ply their trade not for 

revolutionary ideals, but for financial gain at the behest of tribal, sectarian, and political clients. 

The lack of security and weak government capacity has emboldened any group with enough 

arms to try to grab what it wants by force, with no law or formal structures and guns 
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outnumbering the population. The militia which have access to the looted troves of Gaddafi’s 

weaponry and shipments of guns from abroad they seized at ports they controlled, have 

expanded rapidly since the revolution and increasingly received official recognition under 

either the interior or the defence ministry. To keep them from turning their guns on the 

government, the government granted them licences to brandish weapons. Currently, young 

‘revolutionaries’ earn on average about 1,500 Libyan Dinars (USD 1,200) a month, compared 

to LD 800 as the average wage of an experienced schoolteacher. Without a coherent 

reintegration program, revolutionary fighters will continue to lack the necessary incentives to 

disarm and Libya’s ongoing fragmentation will remain a central issue threatening national 

stability.  

Religious factions: Libya is also split by ideological differences. The Islamists, suppressed by 

Gaddafi, played an important role in overthrowing him, and have been pushing hard for an 

Islamic successor state and triggering attacks against western diplomats in Libya. The Libyan 

version of the Muslim Brotherhood has a more radical and tribal outlook compared to the 

Egyptian version of political groups who are conditioned by operating in relatively open 

societies with a history of more liberal politics. More worrying still for Libya’s stability is the 

resurgence of terrorist activity by Al Qaeda in the Islamic Maghreb (AQIM) and its affiliated 

organisations, such as Ansar Al-Sharia in Libya. Libya is at the cornerstone of AQIM regional 

strategy.  
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Annex III 

 

Libya: Selected Economic Indicators 
 

 

Table 1 - Macroeconomic Indicators 

  2012 2013(e) 2014(p) 2015(p) 

Real GDP growth 104.4 -12.1 4.3 22.4 

Real GDP per capita growth 103.5 -12.8 3.4 21.4 

CPI inflation 6.1 3.7 7.5 5.4 

Budget balance % GDP 13.8 -9.3 -13.2 0.4 

Current account % GDP 25.5 2.0 -0.5 9.8 

Source: Data from the  Libyan authorities; estimates (e) and prediction (p) based on authors' calculations, 2014 AEO 

 
 

 

Table 2 - GDP by Sector  (percentage of GDP) 

  2008 2012 

Agriculture, forestry, fishing & hunting 1.9 0.8 

       of which Fishing 0.0 0.0 

Mining and quarrying  69.7 65.6 

       of which oil 0.0 0.0 

Manufacturing 4.2 3.2 

Electricity, gas and water 1.0 1.2 

Construction 5.1 1.3 

 Wholesale & Retail Trade; Repair of vehicles household goods; Restaurants and hotels 3.4 4.2 

       of which hotels and restaurants 0.2 0.1 

Transport, storage and communication                3.3 3.0 

Finance, real estate and business services          5.3 5.6 

Public Administration and defence                       5.7 14.8 

Other services                          0.3 0.3 

Gross domestic product at basic prices / factor cost 100.0 100.0 

Source: Data from the Libyan authorities, 2014   
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Table 4 - Current Account (percentage of GDP) 

  2005 2010 2011 2012 2013(e) 2014(p) 2015(p) 

Trade balance 43.5 29.0 19.3 37.9 16.9 11.1 19.7 

Exports of goods (f.o.b.) 68.6 60.1 46.8 65.3 52.5 47.6 52.0 

Imports of goods (f.o.b.) 25.1 31.1 27.5 27.4 35.6 36.5 32.3 

Services -3.7 -7.3 -10.7 -7.3 -12.4 -9.3 -8.0 

Factor income -1.0 0.0 0.1 -2.1 -1.0 -0.6 -0.5 

Current transfers -2.2 -2.2 -0.9 -3.0 -1.5 -1.8 -1.4 

Current account balance 36.5 19.4 7.8 25.5 2.0 -0.5 9.8 
 

Source: Data from the Libyan authorities; estimates (e) and prediction (p) based on authors' calculations, AEO 2014 

 
 

 

Table 3 - Public Finances (percentage of GDP) 

  2005 2010 2011 2012 2013(e) 2014(p) 2015(p) 

Total revenue and grants 59.5 60.0 34.0 59.6 46.6 42.6 47.9 

Tax revenue 2.6 3.6 1.4 0.7 1.0 1.1 1.0 

Oil revenues 55.1 54.3 31.9 56.9 43.6 39.5 44.9 

Total expenditure and net lending (a) 26.8 52.6 47.0 45.8 55.9 55.8 47.5 

  Current expenditure 12.5 27.8 38.2 41.1 48.8 48.6 41.2 

            Excluding interest 12.5 27.8 38.2 41.1 48.8 48.6 41.2 

     Wages and salaries 5.9 11.1 25.8 15.8 18.6 18.5 15.7 

      Interest  0.0 0.0 0.0 0.0 0.0 0.0 0.0 

  Capital expenditure 13.6 23.6 6.8 4.7 5.6 5.8 5.2 

Primary balance 32.6 7.4 -13.0 13.8 -9.3 -13.2 0.4 

Overall balance 32.6 7.4 -13.0 13.8 -9.3 -13.2 0.4 

a. Only major items are reported.               
Source: Data from the Libyan authorities; estimates (e) and prediction (p) based on authors' calculations, AEO 2014 

  

        



 

Annex IV 

 

2014 ‘Doing Business’ data for Libya 
 

TOPICS DB 2014 Rank DB 2013 Rank 

Starting a Business    171 170 

Dealing with Construction 

Permits    
189 189 

Getting Electricity    68 69 

Registering Property    189 189 

Getting Credit    186 182 

Protecting Investors    187 187 

Paying Taxes    116 108 

Trading Across Borders    143 144 

Enforcing Contracts    150 150 

Resolving Insolvency    189 189 

 

Source: Doing Business Rankings, 2014, IFC and the World Bank. 

 

 

 

 

 



 

   Annex V 

 

Status of Bank Group Activities in Libya as at 04 April 2014 

 

Project 

Name 
Window 

Approval 

Date 

Disburse 

Deadline 

Amount 

Approved 

(UA 

million) 

Amount 

Disbursed 

(UA 

million) 

Disbursed 

Rate (%) 

Outstanding 

Implementation 

Issues 

Capacity 

Building 

Support to 

the LEPC 

MIC Trust 

Fund 
03.10.09 31.12.11 0.48 0 0.00% 

Cancelled with 

agreement from 

LEPC. 

Technical 

Assistance 

for SME 

Development 

MIC Trust 

Fund 
07.12.10 30.06.12 0.58 0 0.00% Cancelled. 

Leading the 

Way: A 

Leadership 

Capacity 

Building 

Pilot  

MENA TF 05.12.13  2.3 0 0.00% 

The project 

grant agreement 

is planned for 

signature 

2Q2014 after 

which it will be 

launched 

Enhancing 

Bank 

Support to 

the Libyan 

government 

TFT 24.06.13  0.16 0 0.00% 
Consultant has 

been recruited. 

Development 

of Health 

Finance 

Strategy in 

Libya 

Nigeria 

Technical 

Cooperation 

Fund 

Proposal 

06.03.14  0.22  0.00% 
The project is 

being launched. 

 

 

 

 
 




