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Abstract

Before the discovery of oil, the Libyan economy was characterized by its
dependence on the agricultural sector. Oil was discovered in Libya in the late
nineteen-fifties. High oil revénues provided an appropriate environment for the
financing of all development projects, including agricultural projects. Although
the agricultural sector in Libya has the financial and natural potential to make
the agricultural sei:tor more effective, it is confronted by many challenges that
prevent its effective development. The Libyan government in the nineteen-
seventies: and the nineteen-eighties formulated policies for agricultural
development through a set of medium-term plans (Three-year Plan 1973-1975,
Five-year Plan 1976/1980 and Five-year Plan 1981-1986). However, by the
middle of the nineteen-eighties there was a change in the mechanism of these
programmes and plans, to a series of annual policies. The main aim of this
study was to investigate the impact of changing agricultural policy approaches
on Libyan agricultural perfformance. A mixed methods approach was adopted
that rested on the triangulation of data from stakeholders (farmers and
agricultural policy-makers) and policy documents relating to the performance of
the Libyan agricultural sector. The findings indicated that the performance of the
agricultural sector in the period of medium term plans, achieved higher
contributions to the GDP. The performance of the agricultural sector declined
when policies were developed on an annual basis and the government vi/ithdrew
its subsidies for the sector. The distinguishing feature of the two approaches to
agricultural policies in Libya is their diverse impact on the performance of the
agricultural sector. In addition, the decline of oil prices in the eighties was the
main reason behind the change in approach to policy. The main contributory
value of this research is that it provides for the first time. an in-depth
understanding of how changing policies impact on the performance of the
agricultural sector in Libya. It does this by drawing attention to the consideration |
of the impact of policy changes on agricultural sector development.

The research generates findings that are transferable to other developing
countries especially those in northern Africa with economies similar to that of
Libya; it also provides an opportunity for further research into other internal and
external factors that impact on policy and agricultural development, especially in
oil producing countries in Africa.
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THE IMPACT OF CHANGING AGRICULTURAL POLICIES ON LIBYAN
AGRICULTURAL SECTOR

CHAPTER ONE

1.0 Introduction
Agricultural policy has been the subject of major research and statements on

the roles and importance of policies and strategies. An example is the Wilton
Park Report (2008, p.12) which stated that “Agricu/tbral policies of national
governments and the international community need to be consistent and long-
term and enable robust and dependable markets to develop; policies need to

recognise the reality of farming is critical at the national and international lever .

Developing countries have the primary responsibility to ensure that their policies
are sound and support sustainable growth. In many developing countries,
agricultural development can have a particularly strong impact on improving
economic opportunities and on poverty reduction (OECD, 2008). |

Binswanger and Deininger (1997) indicated that agricultural policies in
developing countries suffer from distortions which impact on the performance
and effectiveness of policies. Krueger, Schiff, and Valdes (1991) detail these
distortions: the absence of support and funding policies, the lack of appropriate
infrastructure and the lack of agriculfural research in developing countries
According to Apata (2010), oil exploration has led to several problems in the oil
producing countries. Oil has impacted negatively on agricultural activity, which
is shown in low agricultural income; and those in the agricultural sector move to
non-farm activities to obtain an adequate standard of living.

Few of the benefits of oil can be seen in many of the oil producing countries
which have undergone the experience of development. Oil has instead
impacted negatively and led to a slow growth in other sectors; and it has
reduced economic diversification. Furthermore, oil has also led to reduced
performance and high levels of unemployment and poverty. In addition, the oil
producer countries, particularly developing countries, which rely on oil as a
major financier for development projects, suffer from corruption and have seen
a significant spread of rent-seeking culture (Karl, 2007).



However, there is a lack of research on agricultural policy, its impact and
importance to the development of agriculture in Libya (Azzabi, 2001). Few
studies adopted a single perspective in assessing agricultural policies in Libya
(El Messallati, 2007; El Shiakhi, 2009).

This chapter presents the research context on the impact of changing
agricultural policies on Libyan agricultural performance. The chapter discusses
the significance of the study, highlights the gap in previous research, provides a
justification for the study and clearly identifies the aims, objectives, and

research questions for the research.

There is no doubt that agriculture can contribute effectively to the GDP of a
nation if decision makers adopt suitable agricultural policies. Agricultural policy
according to Van Tongeren (2008) is policy concerned with the relations
between agriculture, the economy and society. In this vain, Governments in
European Union (EU) countries established the Common Agricultural Policy
(CAP) as a system to harmonise the agricultural policies of all European Union
countries (European Commission, 2012). The CAP combines a direct subsidy
payment for crops and land, which may be cultivated with price support
mechanisms. In addition, the EU has a clear strategy in terms of food safety
(Gay et al., 2005). The strengths of the EU’s agricultural policy allowed
European agriculture to be a major player in the world’s agricultural markets.
The fact that EU countries are able to produce large quantities of agricultural
products, the diversity and the quality of those products has allowed the EU to
become a major exporter of many foodstuffs making the EU the second largest
food exporter globally, with agricultural exports worth around 72,553 billion EUR
in 2006 (European Commission, 2008)

Likewise, since the nineteen-nineties, the USA government has introduced
several significant agricultural policies. Danbom (1991); Keeney and Kemp
(2002) noted that the USA government introduced agricultural policies that
emphasized environmental concerns, organic and alternative agriculture and
energy production. Other policies encourage farmers to use advanced



technologies to support production of commodities such as corn, wheat, rice
and cotton.

1.1 Gaps in current research
Haraga ef al. (1993), in comparing the agricultural policies of the EU and USA

with those of Libya, noted that many factors influence the performance of the
Libyan agricultural sector. These include government policies, the environment,
social structure and culture, economic and technology. Most of these factors
have not received much attention and researchers such as Haraga et al. (1993),
Rahuma (1993), and Azzabi (2001) argue that it is important that researchers in
the field of agriculture consider the influence of agricultural policies on

agricultural production.

Although the issue of agricultural development and the role of agriculture in the
countries' economies are still in the priorities of researchers and in the agenda
of local and international organizations: whether in developing or developed
countries. But there is a gap in the literature with regard to agricultural
development and agricultural policies in oil- rich developing countries as Libyan
case study

This research aims to fill this gap in research and to explore the influence of
agricultural policy on the development of agriculture. It will thus contribute to
existing academic knowledge and promote discussion making in this area.

Most existing research focuses on analysing the contribution of the agricultural
sector to GDP, and there is very little research on agricultural policies in relation
to agricultural production. Therefore, the main focus of this research is on the
role of agricultural policies in enhahcing or hindering agricultural development in
Libya. This research explores the impacts of changing agricultural policies on
Libyan agricultural performance. It considers whether they are effective in
enhancing productivity and in achieving the government’s stated objectives.

The research is unique in that it assesses the influence of changing the
agricultural policies initiatives on Libyan agricultural performance and
agricultural resources development, an area that is yet to receive adequate

research attention. It attempts to identify the reasons for changes in agricultural



policy and the main challenges of implementing agricultural policies in the

Libyan economy.

1.2 Research justifications
The justifications of this research are based on the following:

e Low contribution of the agricultural sector to Libya’'s GDP
e Anincreasing food safety gap
¢ Inefficient use of agricultural resources

o Limited investment in agriculture

1.2.1. Low contribution of the agricultural sector to Libya’s GDP

El Ghonemy (1993) attributed the low contribution of the agricultural sector to
Libya's GDP to the lack of the clarity of agricultural policies and plans.
According to the Arab Organization for Agricultural Development (AOAD),
between 2000 and 2007 the average contribution of the agricultural sector to
the GDP in Libya did not exceed 4%. This percentage is lower than that of other

countries located in North Africa, as shown in Table 1.1 below.

Table 1.1 Contribution of agricultural sector to GDP in the North African countries as the average
for the period between 2000 and 2007

Country Libya Egypt | Tunisia | Algeria | Morocco
% Contribution to GDP 3.90 14.52 11.66 9.00 15.56
Source: AOAD (1998-2008)

1.2.2 An increasing food safety gap

According to the Arab Organisation for Agricultural Development (AOAD)
(2001), Libya has a shortfall in the production of most agricultural commodities
such as wheat, barley and legumes, and attributes this to the implications of
agricultural policies. Figure 1.1 compares Libya with other Arabic countries and
shows that Libya comes last on the list of countries, which are able to bridge

their food gap and achieve self-sufficiency.
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Figurel .1 Food self- sufficiency in Libya compared to other Arab countries

Source: AOAD (2007)

1.2.3 Inefficient use of agricultural resources

According to Heimlich (2003), agricultural resources include inter alia\ land,
water, biological resources and commercial input use. Although Libya has a
large land area, water is a major challenge to agricultural production and needs
to be used efficiently. In terms of agricultural land, although Libya has a total
area of 176 million ha, only 2% of this area has been cultivated, while, 4% is
suitable for grazing livestock. The Jebel Akhdar region and the Jifara are the
biggest parts for arable land. Desert dominates the south with occasional oasis

cultivation at Kufra, Sabha and Murzuk (Elmessallati, 2007).

It is difficult to determine the sizes of grazing land held by individual's farmers
due to the tribal nature of land ownership, which allows group of people to own
land, and due to the Islamic law of inheritance (Haraga et al., 1993). According
to Abdulgader (2005), Libya therefore has a great potential to increase land use

for agricultural purposes and consistent policy may help achieve this.

In terms of water availability, Libya is facing huge challenges. For instance, the
per capita share of renewable water in Libya is the lowest in the Arab region
and will fall from 170 cubic metres in 1995 to about 70 cubic metres in 2025
(High Level Conference, 2008). The large deficit in the supply of water is
compensated for by pumping excess ground water especially in coastal areas
and the south for domestic and agricultural use. This has led to decreased

water levels and high salinity. Access to underground water is capital intensive



with a high cost of drilling wells and pumping and the maintenance of water

facilities.

1.2.4 Limited investment in agficulture

Heimlich (2003) stated that during the period 1970-1991, Libya spent 230
M.LYD annually on the agricultural sector. During this period, investments in the
agricultural sector represented only about 17.7% of the total investment in all
economic sectors in Libya (GPC, 2003). Table 1.3 below shows that though
total investments in agriculture have been fluctuating, the figure has reduced
over the years. This research seeks to find a relationship between changing
policies oh the dwindling investments énd agricultural development in Libya.

Table 1.2 The average of total investments and agricultural investments (1973-2007) M.LYD
Vear Total Agricultural | % of total
investment | investments | investment
1973/1977 | 934.12 221.36 23.7
1978/1982 | 2206.04 389.5 17.7
1983/1987 | 1471.96 148.8 10.1
1988/1992 | 673.48 145.66 1 21.6
1993/1997 | 574.88 89.18 15.5
1998/2002 | 1612.2 117.94 7.3
2003/2007 | 5363.12 112.94 2.1

Source: GPCT (1993, 1996); Central Bank of Libya (1980-2008)

From the above, the agricultural sector in Libya faces challenges that need to
be resolved through policy. There have been several policies to address these
but the effects of these policies have barely been analysed. This research is
important because it comes just on time after the Arab Spring revolution and the
'overthrow of Muammar Al Qaddafi's government, who controlled Libya for over
40 years. This situation creates an appropriate platform from which to evaluate
the agricultural policies that have been introduced over the 40-year period. The
challenges enumerated above need to be resolved through appropriate policies.



1.3 Research aims
From the above context, the aims of this research are:

1. To explore the issues of agricultural development in relation to government
policy in an emerging economy, using Libya as a case study.

2. To examine the key factors that influences the development of the
agricultural sector in Libya.

3. To study the changes and development in macro policies and their effect on
agricultural policies in Libya. '

4. To identify the key challenges of agricultural policy formulation and
implementation in Libya.

5. To enhance understanding of the effect of agricultural policies in a
developing country, and to make recommendations to improve formulation

and implementation of agricultural policies.

1.4 Research objectives
The above aims of the research were achieved through the following objectives:

1. To identify key policy initiatives in Libyan agricultural development.

2. To examine agricultural development strategies and their effect on the
Libyan agricultural sector.

3. To evaluate agricultural policies from the perspective of a sample of small
farmers in Al Jabal Al Akhder Region.

4. To evaluate agricultural policies from the perspective of agricultural decision-
makers.

1.5 The research questions
The development of agriculture depends mainly on policies, resources and

opportunities. Particular emphasis is given to the important role of policy
formulation and implementétion on the development of agriculture in Libya. This

research will address the key question:

Does the effective development of agriculture in Libya depend on approaches to
agricultural policy formulation and implementation?

The other research questions that will help explore the main research question
are: '



o Do current agricultural policies in Libya promote the effective
development of the agricultural sector?
o What are the impacts of the changing agricultural policies on the
performance of the agricultural sector?
o What are the effects of agricultural policies on the food safety gap in
Libya?
o What are the challenges in implementing effective agricultural policies in
Libya?
Providing answers to these questions will help achieve the research aims and -

objectives.

1.6  Overview of literature
To achieve the research aims and objectives, literature on agricultural policy

and its effect on agricultural development will be examined. The review of
literature will cover new perspectives of the role of agriculture and will focuses
on small-scale farmers and rural development and the possible role of
government policies in strengthening the role of agriculture in national

development.

Agricultural policies and governance, the importance of farmer education, the
engagement and empowerment of farmers in policymaking, the process of

agricultural policy development and implementation, the ‘Dutch disease’, and
| other incipient issues that affects agricultural development will also be
examined. Literature on the contribution of agriculture to economic growth and
its ability to reduce poverty will be reviewed. Agriculture is an important source
of economic growth through its contribution to the national economy. It provides
investment opportunities for the private sector as well as being the main
supplier of raw materials to the industrial sector (Christiaensen, Demery and
Kuhl, 2010).

1.7 Overview of research methodology
To achieve the aims and objectives of the research, a triangulation approach

was adopted in this study. The research methodology included quantitative and
qualitative research techniques. Data collection strategies for the research
included documentary data analysis, interviews and a questionnaire. The policy
document scoping study was undertaken to identify critical issues and this was

8



followed by interviews with senior government officers. In order to sharpen the
focus of the study, these interviews addressed key areas identified in existing
government documents through the document analysis.

Farmers in the Al Jabal Al Akhder region of Libya were selected for the data
collection element of this research. The researcher selected this region for
several reasons. First, climatic conditions and natural resources endowment
make this region one of the largest agricultural areas in Libya. Second, more
attention has been paid to this region regarding agricultural policies and
programmes due to the availability of agricultural lands and appropriate
amounts of rain for agricultural activity (AOAD, 2004; El Shikhi, 2009).

The quantitative data gathered were analysed using the Statistical Package for
Social Sciences (SPSS version 19). The qualitative data were analysed
contextually and interpreted manually. The detailed methodologies are

described in full in Chapter Four.

1.8 The Study's contribution to knowledge
This research sets out to enhance the understanding of changing agricultural

policies and agricultural development in Libya.

¢ The research will build knowledge about agricultural policies in Libya and
its importance.

e It will contribute to increasing the focus on the issues related to
agricultural policy and its effects on agriculture in Libya

e The research may generate findings that are transferable to other
developing countries and oil rich countries especially those in northern
Africa with economies similar to that of Libya.

1.9 Research structure
This chapter presented the context and significance of research on the impact

of changing agricultural policies on Libyan agricultural performance. The
research aims/objectives and questions were outlined in this chapter. In order
to contribute meaningfully to the research area, the remaining chapters of this
study are structured as follows.



In Chapter Two, literature on the research subject is reviewed to provide a
comprehensive background to the research. Chapter Three aims to establish an
understanding of the influence of changing agricultural policies in Libya on the .
agricultural sector, through the results of a critical review of Libyan agricultural
policies. This will enrich the literature with information about the history and the

development of agricultural policy in Libya.

Chapter Four provides a detailed description of the methodology employed in
this research, together with the design and implementation of the specific
research approaches. Chapter Five presents the results of document analysis
through an evaluation of the development of key variables related to agricultural
performance in Libya. These include agricultural resources, the contribution of
the agricultural sector to the Libyan economy, the food situation and the
agricultural trade balance. Chapter Six presents the findings from the interviews
and questionnaire. Chapter seven discusses the findings from the interviews
and questionnaire survey in relation to literature reviewed in Chapters Two, and
Three, and the documentary review in Chapter Five. Chapter Eight presents the
conclusions from the research and suggests recommendations for future
research into Libya's agricultural policy.

10



CHAPTER TWO: LITERATURE REVIEW

- 2.0 Introduction

This chapter reviews literature relevant to research Aim 1, to explore the issues
of agricultural development in relation to government policy in an emerging
economy.

To examine critically the above research aims, the chapter has been structured
as follows: the first part reviews literature on the role of agriculture in national
development, its effects on economic development and poverty reduction. The
chapter also reviews literature on the new perspectives of the role of agriculture
and focuses on small-scale farmers, rural development, and the possible role of
policies in strengthening the role of agriculture in development. The chapter
examines literature on the relationship between rural development policy and
agricultural policy. Agricultural policies and governance, the importance of
education, engagement and empowerment in policymaking, the ‘Dutch disease’
issues of economic development were also examined. The outcome of these

reviews will inform the discussion chapter.

These reviews of the literature were conducted with the Libyan context in mind
and with the intention of enhancing understanding of the impact of changing
agricultural policies approaches on agricultural sector performance in Libya.
Agriculture as a human endeavour primarily deals with the production of food
and raw materials for some industries for the production of goods to satisfy
humankind. The development of agriculture in a country depends on agricultural
poiicies adopted by that country which in turn depends on the needs and
priorities of that country. Industrialization, for example, sometimes competes
with agriculture for more attention. The issue of agricultural development at the
expense of industrial development has been controversial to economists.
Prebisch (1959), Higgins (1959) and Schultz (1964) believe that industrial
development is more important than agricultural development. Importantly, the
role of agriculture in economic development especially its contribution to the
GDP in countries that have rich oil resources such as Libya has been
questioned.

11



2.1 The role of agriculture in development

Agriculture as a term can be conceptualized from different perspectives. From
the perspective of the farmer, agriculture is an everyday practice depended on
to meet family needs and life expenses while the economist conceives of
agriculture as an important sector, which should contribute to economic
development and the Gross Domestic Product (GDP). According to
“Arumapperuma (2006, p.15), agriculture is a complicated term that includes
many activities and actions: “the science or practice of farming, including
cultivation of the soil for the growing of crops and the rearing of animals to
provide food, wool, and other products.

The conceptual development of agriculture has been influenced by many
factors such as labour productivity, land productivity, the environment and
economics. These factors play an important role in directing the nature of
agricultural development. In addition, the image of agricultural development can
vary depending on the context and the circumstances surrounding the sector. In
the early nineteen-sixties, a major development in the agricultural sector was
witnessed, especially in the early stages of industrialization (Johnston and
Mellor, 1961; Schultz, 1964). It was recognized that traditional agriculture could
be transformed rapidly into a modern type through the adoption of science-
based technology; this would thereby make a large contribution to overall
national growth. Second, economists explicitly identified the strong growth
linkages and multiplier effects of agricultural growth to the non-agricultural
sectors. In addition, some economists argued that agriculture plays an
important role in national development. Lewis (1954) suggested there are large
sectors of the economy where the marginal productivity of labour is negligible,
zero, or even negative. These labour resources are tied to the primary sector,
and are a key ingredient for industrial growth, which will occur with growing the
labour force in the primary sector. Hence, the primary sector plays an important,
albeit passive, role in development. Johnston and Mellor (1961) identified some

active roles that the agricultural sector plays throughout the development path:
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) Agriculture provides food necessary for a growing economy, as food
demand grows, although at a decreasing rate, with income (Engel’s
Law). '

1)) Agricultural exports generate the foreign exchange necessary to
import capital goods; agriculture, as the largest sector in less
developed countries, is the only sector capable of generating the
savings mass that the non-agricultural sector needs for capital
accumulation.

1) A growing agricultural sector creates a larger local market for the non-

agricultural sector.

The above are still relevant for developing economies with a large primary
sector. Successful industrialization is usually preceded by periods of dynamic
agricultural growth. Although this does not suggest a causality link, countries
that have embarked on a successful industrialization path, first experienced fast
agricultural expansion, fuelled not by absorbing resources from the rest of the
economy, but by rapid increases in productivity. Countries that have been able
to industrialize without first having an agricultural expansion are the exception
(Hong Kong and Singapore). It has been argued that agriculture has strong,
direct forward linkages to agricultural processing and backward linkages to
' input-supply industries (Johnston and Mellor, 1961). It is known empirically that
a large share of manufacturing in the early stages of development is
agriculturally related (Pryor and Holt, 1999; Gemmell et al., 2000). This
" multiplier effect is significant. Recent work on Latin America indicates that after
accounting for these backward and forward linkages in an input-output
framework, agriculture’s share of the GDP is about 50 percent higher than
official statistical estimates (Perry et al., 2005).

With regard to the factors that impact on the role of agriculture in development
Diao et al. (2006) determined the factors responsible for strengthening the role
of agriculture in development in terms of agricultural conditions, natural
resources, and geographic location in Ethiopia, Ghana, Rwanda, Uganda, and
Zambia. Byerlee, Diao and Jackson (2005) identified the important factors for

. determining the role of agriculture in developed countries such as USA and
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Europe countries in globalization, integrated value chains, rapid technological

and institutional innovations, and environmental constraints.

On the other hand, Christopher et al. (2010) stated that the Nigerian
government introduced a set of agricultural policies to ensure the activation of
the role of agriculture, but the absence of adequate funding and proper
implementation of these policies are reason for the reduction of the role of

agriculture in Nigerian development.

Brandt, Rawski and Lin (2005), Sonntag et al. (2005) and Huang and Rozelle
(2009) pointed out that the rapid development of non-agricultural sectors,
especially the industrial sector, the institutional and structural changes in the
Chinese economy as well as adjustment policies and economic reform played a
significant role in increasing the role of the Chinese agricultural sector in
development. WB (2007a) and Brooks (2010) stated that the productivities of
agricultural labour and land through subsidies and support policies impacted

significantly on the agricultural sector in Asian countries.

2.1.1 Agriculture and economic development

Worldwide, the share of agriculture contributing to GDP declined over the years
until 2009, as shown in Figure 2.1 below. It is important to mention that the line
in the figure below corresponds to International Standard Industrial
Classification (ISIC) divisions 1-5 and represents forestry, hunting and fishing,

the cultivation of crops and livestock production.

On the other hand, the productivity of cereal has been increasing (See Figure
2.2 below).
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Source: World Bank (2012)
Hence, as agriculture becomes more successful, its importance declines in the
overall economy. Other sectors in the economy such as the oil sector can be

even more successful (World Bank, 2012).
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Figure 2.2 Average yield of cereals (kg per ha)

Source: World Bank (2010)

Accordingly, some nations such as Saudi Arabia, Libya and Kuwait are heavily
dependent on oil exports to support their GDP. It has been noted that
agriculture is no longer the centre of many Middle Eastern countries’
economies. This is due to the discovery of oil, and the fact that many Middle
Eastern countries now rely heavily on oil as a source of GDP (World Bank,
2008). Since 1982, agricultural activities have witnessed notable changes in
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terms of the new role of markets, technological and institutional innovations,
and new roles of the state, the private sector and civil society all characterize
the new context for agriculture. Private entrepreneurs in extensive value chains
lead the emerging new agriculture. These link producers to consumers and
including many entrepreneurial smallholders supported by their organizations
(World Bank, 2008). The production of staple crops and traditional export
commodities also find new markets as it becomes more differentiated to meet
changing consumer demands and new uses (for example, bio fuels) and
benefits from regional market integration. However, agriculture faces large
uncertainties that are difficult to predict and call for caution in managing the
global food supply (OECD, 2010). An emerging vision of agriculture for
development redefines the roles of producers, the private sector, and the state.
Production is mainly by small holders, who often remain the most efficient
producers, in particular when supported by their organizations. However, when
these organizations cannot capture economies of scale in production and
marketing, labour-intensive commercial farming can be a better form of
production. Efficient and fair labour markets are then the key instrument to

reducing rural poverty.

The state, through enhanced capacity and new forms of governance, corrects
market failures, regulates competition, and engages strategically in public-
private partnerships to promote competitiveness in the agri-business sector and
supports the greater inclusion of smallholders and rural workers. In this
emerging vision, agriculture assumes a prominent role in the developmént
agenda (World Bank, 2008a; Byerlee, Janvry and Sadoulet, 2009; OECD,
2010). This leads to the question: ‘does agriculture have an influence on
increasing economic growth and reducing poverty?’

21.11 Agricultural development and economic growth

Although a few studies have suggested that linkage is dependent on the
particular type of economic growth (Ravallion and Datt, 1996), more have
identified the important factor as rising incomes of rural households during the
early stages of development. These were seen as vital to providing a mafket for
domestically produced goods and services (Hazell and Roell, 1983). The role of
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agriculture in rural rather than national development was the primary focus of
many economists during the nineteen-eighties and the nineteen-nineties (Hazell
and Roell, 1983; Hazell and Haggblade, 1991). This rural perspective
recognized that agricultural productivity growth stimulates rural noh-fann
growth, especially where infrastructure and the investment climate are already
in place (Barnes and Binswanger 1986; Hazell and Haggblade, 1991). These
growth-linkage effects have proven most powerful when agricultural growth is
driven by broad-based productivity increases in economies dominated by small
farms (Mellor, 1976). Small-to medium-sized farm households typically have
more favourable expenditure patterns for promoting growth of the local non-
farm economies (Mellor, 1976; King and Byerlee, 1978; Hazell and Roell, 1983).
The strong growth linkage effects can lead to wider economic growth in many
countries during their early stages of industrialization; a strategy labelled ADLI,
that is, “agricultural-demand-led-industrialization” (Adelman 1984). The ADLI
strategy stressed the central role of increased agricultural productivity in
achieving industrialization through expanding demand for goods produced by
domestic industries. Non-agricultural growth is found to have a greater impact

on overall growth since other sectors typically grow faster than agriculture.

To sum up, there is no doubt that agriculture has a great influence in many
countries' economic growth and it can be an important element supporting the
GDP. However, there is a need to re-identify the role of agriculture and
establish policies to. meet those roles.

2.1.2 Agriculture and poverty reduction

Agriculture can be a basis for increasing growth and reducing poverty.
Governments™ can benefit from agriculture in many ways if they pay more
attention to policy and increase investment in agriculture. Agriculture is an
important source of economic growth through its contribution to the national
_ economy, providing investment opportunities for the private sector as well as
being the main supplier of raw materials to the industrial sector (Christiaensen,
Demery and Kuhl, 2010). 'Worldwide, agriculture contributes about 29% of the
GDP and employs about 65% of the labour force. Two-thirds of the world’'s
value added agriculture is created in developing countries' (World Bank, 2008,
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p.3). The income source of the majority of the rural poor is from the agricultural
sector and this makes agricultural production an important factor not only in
food security.

Agriculture provides a livelihood for more than 86% of the rural population and
provides employment for about 1.3 billion people, both small-scale farmers énd
landless labourers. Moreover, agriculture plays an important role in social
welfare, where it is defined as “farm-financed social welfare”, especially in the
presence of shocks in urban communities (Byerlee, Janvry and Sadoulet, 2009;
World Bank, 2008). In developing countries, more than half of the population (3
billion -out of about 5.5 billion people) live in rural areas; nearly 2.5 billion
households work in the agricultural sector; and about 1.5 billion are smallholder
households.

Notably, the drop in poverty rate in developing countries, from about 28% in
1993 to about 22% in 2002, was due to lower poverty rates in rural areas, which
fell from 37% to 29%. The poverty rate in urban areas remained constant, at
13%, in the same period. About 80% of this decline in poverty rates in the rural
areas was due to the improvement of living conditions. Thus, agriculture plays
an essential role in reducing poverty across the world. Growth or increase in the
contribution of the agricultural sector to the GDP is about two-thirds more
effective in reducing poverty than growth in non-agricultural sectors (World
Bank, 2008; OECD, 2008; OECD, 2010).

Agriculture can have a negative effect on the environment in consuming a large
amount of water, leading to water scarcity, underground water depletion,
agrochemical pollution, soil exhaustion, and global climate change, and
accounting for up to 30 percent of greenhouse gas emissions. However, it may,
contribute to preserving biodiversity (World Bank, 2008; Byerlee, Janvry and
Sadoulet, 2009; Van Donge, Henley and Lewis, 2012) and supports human
populations. Pica, Ciamarra and Otte (2008), Van Donge, Henley and Lewis
(2012), and OECD (2010) stated that the contribution of agriculture to poverty
reduction differs from country to country. '
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2.1.3 Effectiveness of agriculture for development

Literature on agriculture provides different types of tools to measure the
effectiveness of using agriculture for development. Household assets are major
determinants of the ability to participate in agricultural markets. The securing of
livelihoods in subsistence agriculture has been largely successful in meeting the
world's effective demand for food. Food prices in global markets may reverse
their long-term downward trend, a prediction that creates rising uncertainty
about global food security. Climate change, environmental degradation,
increasing competition for land and water, higher energy prices, and doubts
about future adoption rates for new technologies all present huge challenges
and risks that make predictions difficult (OECD ;2010). Those challenges centre

on how to:

¢ Make smallholder farming more productive and sustainable

e Improve price incentives and increase the quality and quantity of public
investment .

e Make product markets work well

e Improve access to financial services and reduce exposure to un-insured
risk

e Enhance the performance of producer organizations

¢ Promote innovation through science and technology

e Make agriculture more sustainable and a provider of environmental

services (Byerlee, Janvry and Sadoulet; 2009).

2.1.4 Agriculture and rural development

Agriculture is given great attention in rural development studies where
improving small farmer’s incomes and productivity leads to poverty reduction.
Historical studies related to agriculture indicated to a negative relationship
between productivity and poverty (WB, 2007a). Zhou (2010) pointed out that
East and South Asia have seen growth of cereal productivity during the Green
Revolution, which led in turn to reduction of poverty in those regions. According
to WB (2007a) the poverty incidence (percentage of people living on less than 1

dollar a day) decreased from about 50% to around 10% in East Asia and 32% in
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South Asia from 1981 to 2004. In Africa, approximately three-quarters of the
people live in rural area, and are engaged in variety of agricultural activities,
such as small-scale farming, livestock production, fishing, hunting, artisan
mining and logging (WRI, 2005). Development of Sub-Saharan Africa has not
seen remarkable changes comparing to East and South Asia. Small farms have
multiple roles, where they have the ability to achieve the goals of agricultural
policies, such as social, economic and environmental goals. Small farmers have
responsibility to contribute to provision of food, development of agricultural
crops and practice of agricultural diversity through the ages, not to mention the
contribution of small farms in poverty reduction and food security. Ong'wen &
Wright (2007), Raghbendra, Chitkara and Gupt (2000) and Singh Kumar and
Woodhead (2002) stated that the small farm is usually more efficient than the
large-scale agricultural project. Some economists have also pointed to the
inverse relationship between farm size and productivity. Moreover, small-scale
cultivation plays an important role in promoting and stimulating local economies;
in income generation in the markets; and it creates local markets in addition to

developing a strong demand for local products (Sen, 1999).

The changing of agricultural policies, particularly in industrial countries in the
second half of the twentieth century, led to dramatic changes in agricultural
sector structure. According to Weiss (1999), these changes in agricultural
structures also contributed to equity within agriculture, productivity and
efficiency of farming, a demand for government services and infrastructures,
and the well-being of local communities. Monitoring the agricultural policies and
supporting policymaking requires analysing the relationship with the
performance of farms (Poppe and van Meijl, 2004). In addition, according to
Woodhouse (2010), the changes in the food trades and agriculture, which have
been acquired as a result of globalization and liberalization, have raised serious
debates about the capabilities of small farmers to participate effectively in the

development of the economy.

A few scholars, such as Byres (2004) and Dyer (2004), agreed that the reason
smaller farms present higher land productivity is unrelated to efficiency, but
rather to the exploitation of family labour. Woodhouse (2010) questioned their

conclusion and stressed that labour productivity should receive greater attention
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and the assumption that increases in land productivity will be accomplished by
enhancing labour productivity should be re-evaluated. He added that
'Investment is therefore key to raising labour productivity and, logically,
investment in agriculture will only take place if farming can pay a wage higher
than the opportunity cost of labour' (p.443). Woodhouse (2010), in his
discussion about productivity, raised some important questions. First, does the
current productivity of labour in the sector match the cost of labour generally?
Second, does the investment of extra labour lead to higher profit? Woodhouse
gave a negative answer to the first question, using Africa as an example. In his
response to the second question, he stated that 'in the absence of a significant
shift in productivity and/or much higher agricultural prices, more labour-intensive
farming will further reduce labour productivity, signifying an even lower ‘labour
wage’, tantamount to a form of agricultural involution', (p.443). On the other
hand, Ashley and Maxwell (2001) and Hazell et al. (2007) argued that large-
scale farms are more effectively able to respond to rapid changes in the sector
because famers on such farms are highly educated and are therefore more able
to adopt modern technologies and handle the increased demand for capital and
mechanization than small scale farmers. Table 2.1 below shows the comparison

between transaction costs in small and large farms.

It can be argued that many studies addressed the role of agriculture in
development in different countries. Examples are Johnston and Mellor (1961),
Pryor and Holt (1999), Cabral and Scoones (2006), Van Huylenbroeck,
Lauwers, and Fernagut (2006), Diao et al. (2006), Byerlee, Diao and Jackson
(2005) Brandt, Rawski and Lin (2005), Sonntag et al. (2005), Huang and
Rozelle (2009), Arumapperuma (2006), and Gemmell, Lloyd and Mathew et al.
(2000). Some of these authors also aimed to investigate the nature of how the
role of agriculture depends on the degree of growth. However, they agreed that
there is no specific standard for determining this role because of the different
nature and degree of growth in each country and the different agricultural

policies applied in each country.
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Table 2.1  Comparison between Transactions Costs in Small and Large Farms

Statement Small Farms | Large Scale farms

Unskilled labour supervision N

Lack of motivation

J
Lack of universal market information N
_Food purchases and risk (subsistence) N

Skilled labour

Market knowledge

Technical knowledge

Inputs purchase

Finance & capital
Land

Output markets

2] 2] 2] 2 £ 2| 2| 2]

Product traceability and quality assurance

Source: Hazell et al. (2007)

2.2  Agricultural policies

According to OECD (2008), agricultural policy represents a set of procedures,
methods and reforms, which are adopted in the agricultural sector to achieve
specific goals. Agricultural policy is a way to organize and use economic
resources to achieve the objectives of society in the agricultural sector. These
policies use a variety of economic concepts to explain the behaviour of
economic resources in the agricultural sector. According to the Wilton Park
Report (2008), “Agricultural policies of national governments and the
international community need to be consistent and long-term and enable robust
and dependable markets to develop, policies need to recognise the reality of
farming is critical at the national and international level” (p.12). Ellis (1992)
stated that agricultural policy is a part of the economic policy of the state, which
is applied to the agricultural sector. This research seeks to find out how
economic policies in Libya shaped the country’s agricultural policies.

Agricultural policy has some key principles and strategies for agriculture:

policies should focus on these principles to guide policy formulation.
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Furthermore, the principles should serve as conditions for the procedures and
as tools, which seek to achieve the objectives of agricultural policies. According
to Norton (2004), the fundamental principles for the development of agricultural
strategy in the end can be divided into five principles, which are mainly based
on economic, financial, social, institutional and environmental sustainability.
Some significant objectives of agricultural policy should be to:

. Enhance the principle of equal opportunities among individuals.

o Increase fhe efficiency of economic agricultural resources.

° Increase the income of farmers and increase the contribution of
agriculture to national income.

o Understand the economic welfare of the community.

° Increase the rate of growth in the agricultural sector to increase its
contribution to total local production.

o Create integration between agriculture and other sectors.

. Encoufage production and provide opportunities for farmers to obtain
loans and subsidies (Norton, 2004).

The agriculture-for-development agenda presents two challenges for
implementation. One is managing the political economy of agricultural policies
to overcome policy biases, under-investment and mis-investment. The other is

strengthening governance for the implementation of agricultural policies.

2.2.1 Agricultural policy and development

Rural development has a large number of connotations and the term “rural
development policy” is frequently used to refer to a wide variety of government
interventions (WD, 2008). In some countries, rural development policy may be
used interchangeably with regional policy, particularly when rural development
is viewed to be primarily an issue of economic growth. In such cases, the policy
focus may extend far beyond agriculture or related sectors to issues such as the
provision of infrastructure and public services (Wilfred and Edwige, 2004).

In other countries, rural development policy is viewed from a more agro-centric

perspective, in terms of expanding the contribution of agriculture to the local
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economy. These approaches are not necessarily inconsistent, but they
influence views on the set of policies that fall within the domain of rural
development and the range of issues they are intended to address.

The OECD has examined a number of case studies of rural development
policies (Australia, Canada, the European Union, Japan, Norway, Switzerland
and the United States), focusing particularly on their linkage to agricultural
pollicy (OECD, 2009b). The following points illustrate some interesting findings:

a) The linkage between rural and agricultural policies: In some countries
(e.g. Australia, the United States), rural development policies and agricultural

policies are largely separate. In others, they are closely linked (e.g. Norway).

b) The degree to which policies have an agricultural focus: In Japan, the
primary emphasis is on agriculture as a vehicle for rural development. In others
(e.g. Switzerland, the United States), the focus is broader and includes policy
measures to promote the development of regional infrastructure, such as roads
or housing).

c) The focus within agriculture: This varies considerably. In some countries,
the primary emphasis is on improving the business skills of farmers to help
them to adjust and adapt to external economic pressures or other difficulties,
including 'natural disasters or climate change (e.g. Australia, Canada and the
United States). In others, there is a greater breadth 6f coverage to include farm
investment, competitiveness of the agro-food industry, environmental
management, animal welfare, food quality and food safety, the preservation of
cultural heritage, and maintaining agriculture in less-favoured areas (e.g. the
EU).

d) The responsibility for policy: In countries such as Canada and Switzerland,
this is largely devolved to sub-national governments, i.e. “bottom-up”. In other
cases it is largely controlled from the centre, i.e. “top-down” (e.g. the EU, Japan,
and Norway).
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e) Funding: In Japan and Norway, this is largely achieved through central
government expenditures. In others, it is a mixture between central and local
‘governments (e.g. Australia, the EU and Switzerland). In some cases, there are
efforts to involve private organisations, or to create public-private partnerships
using measures such as loan guarantees (e.g. Australia and the United States).

2.2.2 Stakeholders and policy reforms

Stakeholders are those who possess the rights or interests in a system, for
example, those who are concerned about the future of a system. For an
organization, stakeholders are any group or individual who can affect, or is
affected by, the accomplishment of the organization's aims and actions
Hemmati (2002). These could be individuals, communities, social groups or
organizations.  Stakeholder Analysis (SA) is a methodology utilized, for
example, to make institutional and policy reform process easy by accounting
for, and often including, the needs of those who have a ‘stake’ or an interest in
the reforms under consideration. With information on stakeholders, their
interests, and their aptitude to resist reform, advocates can select how best to
accommodate them, thus ensuring that policies adopted are politically realistic
and sustainable (Robb, 2003). Stakeholder Analysis has four chief attributes,
which are the stakeholders’ position on the reform issue, the level of influence
(power) they hold, the level of interest they have in the specific reform, and the |
group/coalition to which they belong or can reasonably be connected with.
Timing is an essential factor in the performance of Stakeholder Analysis to
guarantee the value of the results for policy formulation. Hemmati (2002)
asserts that multi-stakeholder processes aim to bring together all key
stakeholders to contribute in a new form of communication, decision finding,
(and possibly decision-making), on a particular issue.

Poverty and Social Impact Analysis (Robb, 2003) is correlated to most policy
reform processes, but its application in agricultural reforms is vital. The high
frequency of poverty in rural areas and the generally vulnerability of the
livelihood strategies of the rural poor make it important to ensure that
distributional impacts are consistent with poverty-reduction goals. The World
Bank’s rural strategy (World Bank, 2003b) calls for increasing the profile of rural
development efforts by 1) fostering an enabling environment for broad-based
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and sustainable rural growth 2) enhancing agricultural productivity and
competitiveness 3) fostering non-farm economic growth 4) improving social
well-being, managing and mitigating risk, and reducing vulnerability and 5)
enhancing natural resource management sustainability. To achieve these
targets, there must be significant policy reforms with trade policy. It is necessary
to remove obstacles to effective market operations, promote markets, improve
agricultural financing, introduce sound food security policies, and design safety

nets that directly protect poor rural dwellers from shocks.

Over the past 20 years, many countries have embarked on considerable
reforms of the agricultural sector with diverse goals, among others, subsidizing
urban consumers, generating revenue, and stabilizing the economy. Mostly, the
reforms have had many favourable results, but have not yet yielded the desired
results in terms of poverty reduction and food security. This is because their
impacts have been limited by partial implementation and structural constraints
(Deininger, 2005; Gardner, 1996; Lundberg, 2005). Agricultural reforms are an
important part of the Poverty Reduction Strategy Papers (PRSPs) in most of the
countries for which these strategies have been devised. Agricultural reforms
can bring about significant poverty reduction but to be successful, they must
consider the critical socio-economic, political, and institutional characteristics of
the rural poor (von Braun et al.,, 2003). There still is a gap between existing
PRSPs, the agriculture and rural development strategies followed by the
countries, and the desired impacts of the proposed sector reforms. The drivers
of reform and the types of reforms in the agricultural sector are also important to
consider. Agriculture and rural reforms include sector-wide policies in pricing,
marketing and research; extension institutions and policies; and specific sub-

sector actions to address problems.

According to de Janvry and Sadoulet (2002), as local and global conditions
change, the performance of these institutions may be affected. For example,
traditional land tenure systems may function perfectly well while population
densities are low, but may be less effective as they increase. Research by
Lundberg (2005) and Deininger (2005) discusses relevant conceptual and
methodological issues related to the analysis of agricultural market and land

reform. Both papers outline the economic factors that influence the reform
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programmes in the agricultural sector, the different policy reform alternatives, as
well as some of the economic tools that have been used to analyse the impacts
of the reforms. In the case of agricultural market reforms, Lundberg (2005)
indicates that, in many cases, decision makers and stakeholders are unaware
of the magnitudes and distribution of potential reform impacts. Given the high
stakes associated with land policy reform, it should focus on social outcomes,
social processes, and power relationships, in addition to economic factors and
outcomes. Engaging stakeholders in policy formulation has gained significance
due to the importance of farmers in agricultural policy, especially in developing
countries. This was confirmed by Eliasi, Aubin and Sunga (2009): “One of the
reasons for the past failures encountered in the support of African agriculture
lies in the top-down nature that characterised the policy making and
implementation process, these rarely included effective consultations with
farmers, particularly small-holder farmers, despite the fact that they constitute

the majority of stakeholders” (p3).

2.2.3 Governances and decision making

According to Swinnen (2010), agricultural policy suffers from distortions relating
to the mechanism of decision-making. The recent period has seen an increase
in studies, which have investigated the effects of political regimes and policy-
making; Birner and Resnick (2010) stated, "with respect to policy decision-
making, interest group frameworks have been at the cornerstone of most
political economy approaches"”. Therefore, the policy approach that has been
followed by some interest groups might not be consistent with the objectives of
economic policy. Birner and Resnick (2010) mentioned this, indicating that the
voices of all stakeholders should be heard. However, in authoritarian regimes,
decisions go to the more powerful interest groups, where policies are devised to
further their interests. The most agricultural protection, on the other hand, is to
be seen in the liberal countries; with a spread of agricultural support policies
witnessed in those African countries, which have seen the development of

democracy.

Of course, the most important interest group in the agricultural sector, especially

in developing countries, are farmers. The World Bank (2011) indicated that 75%
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to 78% of the poorest people in the world depend on farming, pastoralism and
forestry, all of which can be considered under the term agriculture.

Participation as stakeholders increases the possibilities for smallholder farmers
and the rural poor to raise their political voice. The private agri-business sector
has become more vibrant, especially in more urbanized countries and those
undergoing transformation. Yet these improved conditions alone do not
guarantee the successful use of agriculture for development purposes and
objectives. Smallholders must have their voices heard in political affairs, and
policy makers and donors must seize the new opportunities (World Bank, 2008).
Market failures are pervasive, especially in the agriculture-based countries, and
there is a need for public policy to secure desirable social outcomes. The state
has a role in market development, providing core public goods, improving the
investment climate for the private sector, and practising good natural resource
management by introducing incentives and assighing property rights.
Strengthening the capacity of the state in its new roles of coordinating across
sectors and partnering with both the private sector and civil society is urgently
needed if the agriculture-for-development agenda is to be implemented
successfully (FAO, 2004a; World Bank, 2008; Van Donge, Henley and Lewis,
2012).

Therefore, supporting agriculture and empowering, educating and engaging the
farmers in the making of policy that affects them can be key to reducing poverty
and securing people’s right to food (Fraser, 2009; World Bank, 2011a). Dyer,
Boucher and Taylor (2006) and Narayan (2009) stressed that empowering
farmers and engaging them in decisioh-making can be a very effective means
of developing support for given agricultural policies. Narayan (2004) stated,
“Poverty reduction on a large scale depends on empowering the central actors,
those who are most motivated to move out of poverty — poor people
themselves”. He added that this requires a change in attitude from all actors;
- and that farmers must be encouraged to take responsibility for their own futures.

Schmerler (2006) argued that the rise of multinational retailers, seed and
fertiliser companies, distributors, and development agencies, and in many

cases the policies of governments, have gradually eroded farmers power to
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control the way they manage their farms and therefore their livelihoods. The
World Bank (2011a) indicated that in most African countries, agricultural policy
documents have no clear vision of what empowerment might include and to
what extent the development organisations’ conceptions of empowerment fit in
with an empowerment model that looks for significant changes in the social and
political position of the farmers. Different conceptions of empowerment may
mean radically different development outcomes for poor rural families targeted
by development projects. Education is another key principle that enables
farmers to participate in decision-making. However, educational needs can vary
depending on a farmer’s capabilities, skills and gender. Rogers (2003) saw that
well-educated farmers are a good starting point for strong, adaptable food
production and agricultural sectors. Since 1982, Jamison and Lau (1982) have
stressed the important relationship between investment in basic education and

in advisory services.

2.2.4 Assessment of agricultural policies

Recent years, according to Gardner (1992), have witnessed a remarkable
plurality and diversity in the methods employed to evaluate policy; however,
there has yet been no real assessment of agricultural policies in Libya. Gilg
(1996) indicated that there were three main approaches to assessing
agricultural policies. Firstly, scientific method/logical positivism that is based on
empirical data collection; secondly, structural analysis which is based on the
interplay between structural forces; thirdly, the post-modern approach which
can be defined as a human agency (behavioural) approach. The determining
feature of a specific approach is usually the way data is collected and used. For
further clarification, traditional meta-narrative or empirical analyses rely mainly
on the assumption that policy already has an effect. Thus through statistical
analysis and econometrics we can assess the impact of policies quantitatively,
and identify the beneficiaries and losers of these policies. Structural analyses

depend on certain concepts such as political economy.

The post-modern approach is based on the significance of episodic and
peripheral events. It relates these to social tradition, institutions and interest
groups related to agriculture. It is usually focused on what is known as 'the

dominance of agriculture’ and the challenges regularly faced by agriculture,
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especially the policy of collective consumption. The post-modern apprbach
provides a kind of simulation and offers different scenarios for intervention in the
agricultural sector; for example, it might simulate what will happen to agricultural
prices if support is cancelled. FAO (2009) identified a set of quantitative models
used in the analysis of the impact of policies. These are:

1) Micro-accounting Frameworks,

2) Value Chain Accounting VFrameworks;
3) Single Market Equilibrium Models;

4) General Equilibrium Models;

5) Single Market Equilibrium Models;

6) Integrated Micro-macro Approaches.

However, both quantitative and qualitative analysis can be used to evaluate the
impact of policies. Mixed methodology, based on data from key stakeholders,
may include non-numerical information from qualitative analysis or quantitative
data collected. Comprehensive evaluation of policies and their impacts is often
used in identifying solutions and alternatives. According to Fairooz (1998),
these approaches are not mutually exclusive, although some of their
proponents have erroneously claimed that only their perspective is valid. In the
present study, the researcher has adopted a hybrid methodology that combines
a meta-narrative, and scientific method/logical positivism, which is based on
empirical data collection, as well as integrated micro- and macro-analysis
through some indicators at macro and micro levels. Such an approach allows
the researcher to analyse direct and indirect effects of the policies and it gives
results that are more comprehensive. This is particularly with regard to
government initiatives in the areas of agricultural development, pdverty
reduction, income distribution and the reactions of farmers to agricultural

policies.

2.2.5 Agricultural policies in developing countries

Developing countries have the primary responsibility to ensure that their policies
are sound and support sustainable growth. In many developing countries,

agricultural development can have a particularly strong impact on improving
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economic opportunities and on poverty reduction (OECD, 2008). Investment in
agriculture, including agricultural research, extension and education, can
- stimulate a much-needed increase in productivity. Increasing employment and
incomes derived from agriculture can also have multiplier effects, increasing
demand for non-agricultural goods and services (OECD, 2008).

Deficiencies that affect agriculture include technological capacity, transport,
storage and marketing infrastructure, as well as the legal framework.
Exploitation of technological advances in agriculture would increase productivity
and help it to comply with new standards. Poor people shbuld have increased
access to productive resou‘rces. Rural financial markets and institutions need
support so they can provide easier access to credit. These policies are
ultimately the responsibility of developing country governments.

Binswanger and Deininger (1997) indicated that agricultural policies in
developing countries suffer from distortions which impact on the performance
and effectiveness of policies. Krueger, Schiff, and Valdes (1991) stated these
distortions in more detail. This was through the absence of support and funding
policies, the lack of appropriate infrastructure, the lack of agricultural research in
developing countriés, and because developing countries imposed direct taxes
and indirect fees on the agricultural sector. These include import duties on
agricultural inputs, which led to higher production costs, and the loss of
competitiveness compared with developed countries such as the United States,

which increase support for farmers to very high levels.

To improve policy coherence for development, developing countries, according
to OECD (2010) and World Bank (2008), should:

* Create a supportive environment for development by continuing to tackle poor
governance, corruption, weak public administration and conflict and by
providing rural people with access to resources such as land and water.

« Step up public investments in rural infrastructure and agricultural research to
increase farm productivity and competitiveness; identify and promote other rural

initiatives that could also contribute to decreasing rural poverty.
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» Develop consistent and credible economic policies, which encourage private

investment and the creation of farm and off-farm employment

2.2.6 Agricultural policies in oil rich developing countries

In this section, the researcher aims to provide a general perspective on the
economy of the Arabic region. Much attention is paid to the countries, which
have similar contexts to Libya. To start with, it is useful to provide an overview

on the state of agriculture in the Arabic countries.

Arab countries are those twenty-two countries located geographically between
longitude 16.5° west and longitude 60° east and from the equator to the south
to latitude 37.5° north. These countries occupy the area between the sub-
Saharan Africa to the south and the Mediterranean and Turkey to the North and
between the Arabic Gulf to the East and the Atlantic to the West. See Figure 2.5

for an illustration of the Arabic region.

Figure 2.3 Geographical locations of Arab countries

Source: Water Arab Council (2009)

According to UNDP (2007) and World Bank (2007a), the population of Arab
countries is about 350 million, while the average annual rate of population
growth is about 2.6%, which differs among countries. The urban population

represent about 80% of the total population in Bahrain, Jordan, Kuwait,
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Lebanon, Libya, and Saudi Arabia and less than 40% in the Comoros, Somalia
and Yemen. The average GDP of the Arab countries is about 1,043 billion
dollars, and per capita of GDP is very high in oil-producing countries. The area
of the Arab countries estimated to be about 14 million square kilometres; 87%
of the total area is desert and scarcity of land; renewable water resources are a
dominant feature in most Arab countries, while the agricultural sector consumed
around 87% of the available quantity of water (UNDP, 2007). Arab countries
can therefore be classified as:

1- Countries with surplus capital and a low population density and poor
performance of economic activities in non-oil sector (Saudi Arabia, Kuwait,
other Gulf States, and Libya).
2- Countries with high population density, with severe shortage of capital
resources and characterised by a traditional agriculture and industrial base
(Egypt, Morocco, and Syria).

3- Countries with large oil revenues and with a high population density, where

agricultural and industrial activities are important (Irag, and Algeria).

4- Countries with low population density, severe shortage in capital resources,
agriculture and industrial activities (Lebanon, Jordan, and Yemen) (WAC,
2009).

The economies of many Arabic countries are based on agriculture. The Arab
Organization for Agricultural Development (AOAD), which was established in
the nineteen-seventies, has stated that Arabic policy makers should consider
the following before establishing any agricultural policy:

e The need to develop natural resources, especially water
resources.

o The need to adopt new technologies relating to agriculture.

e The need to improve the effectiveness of farmer organizations’

support for agricultural production and marketing activities.

33



e The need to provide incentives to attract Arab agricultural financial
resources for investment in a suitable agricultural production
environment.

e The need to secure peace, socio-economic stability and food
security in Arab rural communities.

e The need to increase the competitiveness of Arab agricultural
products in the markets (AOAD, 1990).

However, the “Arabic Spring” has caused a major change in political
dictatdrship regimes that had dominated Arabic countries and impacted
negatively on the progress of all sectors including égriculture. Hence, the new
governments need to work acrosstwo parallel lines: firstly to create new
policies; and secondly, to evaluate and repair the damages accrued by previous
regimes. There are similarities to some extent between Libya and Saudi Arabia:
the latter has the same climatic conditions and its economy depends on oil
(IMF, 2008).

Al Obaid (1987) stated that Saudi Arabia's economy relies on its oil but that the
country has become aware of the importance of using oil revenues to develop
the rest of its economic sectors. Saudi Arabia has implemented many policies
and programmes to increase agricultural productivity. Problems exist in the
agricultural sector in the areas of water and land. Although there was an
expansion in agricultural production at the beginning of the nineteen-seventies,
it has become imperative to strengthen water systems, use modern irrigation
systems, encourage farmers to use agricultural technology, and to educate

citizens on the importance of the optimal utilization of scarce natural resources.

Fairooz (1998) found that the development of the agricultural sector had been
the focus of United Arab Emirates (UAE) economic policies. The study showed
that there had been an improvement in the agricultural sector of UAE since
independence, but that this did not happen until after state had made a number
of interventions. These included the reclamation of new agricultural lands,
subsidies, price support, marketing, education and research policies. The
progress of agricultural development is usually accompanied by some

constraints, such as water shortages.
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Fairooz (1998) concluded that the most pressing problem facing the agricultural
sector in the UAE is the weak infrastructure in the sector and lack of funding. He
pointed out that funding from both the public and private sectors would be
beneficial to the success of achieving agricultural policy targets in the UAE.
Although the Gulf Cooperation Council (GCC) countries have been able to
achieve stable progress in terms of agricultural growth, a number of significant
challenges confront the GCC authorities in the area of food security. According
to the National Commercial Bank (2010), the GCC have been exposed to
external shocks due to higher prices of food imports for the following reasons:

1) Agriculture is not seen as an important element in the economies of Gulf
countries and the agricultural sector has a low value-added character; 2)
Limited agricultural potential; 3) The change in the pattern of food demand; 4)
High cost of domestic production, especially grain; 5) Population growth and

increase per capita of consumption.

Therefore, the GCC tended to invest in foreign agricultural land for food security
and bio fuels. The GCC became active participants in this field, as is the case
with China, which encourages companies towards agricultural investment.
Another significant undertaking is the sponsorship of developing countries,
which are characterized by low production costs. The GCC governments make
direct investments in these countries and, in addition, assist the private sector to
take possession of agricultural land in these countries; an example of which is
the case of the King Abdullah Initiative for Saudi Agricultural Investment Abroad
(Haralambous, Liversage and Romano, 2009). In the search for rich agricultural
land and the availability of suitable climatic conditions for the growing of
required crops, geographical location constituted the centre of attention for
investors in the GCC. Therefore, Africa was an appropriate environment for
investments; the GCC concentrated investment in the North and East of Africa
and the south of Asia, rather than in the United States and Europe. These major
exporting countries, because of distance, would involve excessive transport
costs. According to NCB capital, (2010) Saudi Arabia and the UAE have now
emerged as leaders in acquiring land in Third World countries. Media reports

suggest that the two, taken together, now hold 2.8 m/ha primarily in Sudan,
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Pakistan, Turkey, and Indonesia. Again, Saudi officials have reportedly had
talks about investments in Australia, Brazil, Egypt, Ethiopia, Kazakhstan, South
Africa, and Vietnam. Moreover, the private sector has been supportéd by the
GCC in investing in land overseas. Recipient countries have welcomed these
investments, whi»ch lead to the transfer of modern technology, development of
agricultural sector, creation job opportunities, and the development of the
transport infrastructure and logistics services. International organizations such
as the Food and Agriculture Organization have encouraged this type of
integration, which benefits both parties.

To sum up, many researchers (Krueger, Schiff, and Valdes, 1991; Binswanger
and Deininger, 1997; WB, 2007a; EU, 2008; Brooks, 2010) discussed the
importance of agricultural policies and their role in improving the performance of
farmers. Attention was primarily paid to those policies, which relate to the daily
practices of farmers such as financing, support, subsidies and pricing policies.

The results of these studies proved that such poIiCies could differ qualitatively
and quantitatively from country to country according to the importance of the

agricultural sector and its position within a given economy.

2.2.6.1 Oil discovery and development of agriculture

The discovery of natural resources, above all oil, has had a profound impact on
the world economy. Sachs and Warner (1999) in_dicafed that higher cyclical
fluctuations in national incomes result when countries depend highly on natural
resources. Whilst revenue flowing from other kinds of resources, such as
agriculture, courses throughout the economy, production and the pattern of
revenue created by the existence of oil and minerals, which are the main kinds
of natural resources, gives rise to a very different outcome. Matsuyama (1992)
devised a formal model known as the 'linkages approach' to analyse the role of
natural resources in development. He showed the role played by agriculture in a
model where manufacturing is demonstrated through learning-by-doing. He also
indicated that throughout the reduction of learning-induced development of
manufacturing, the development rate of the economy becomes low because the

economy shifts away from manufacturing and towards agriculture.
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Additionally, several challenges arise. These have become known as the ‘Dutch
disease’. Martin and Subramanian (2003) define the Dutch Disease as a
correlation between natural resources and economic growth; it reflects the
negative impact of natural resources on the whole economy due to an inefficient
macro policy unable to cope with the huge cash flows that result from the
discovery of a natural resource. As mentioned above, this term has commonly
been used since the crisis of the Netherlands during the nineteen-seventies and
the nineteen-eighties. The “Dutch disease” is explained in terms of a re-
allocation of resources across sectors and a structural transformation, rathér
than as a dynamic growth procéss. The resource boom is expected to affect the
economy in two ways: the spending effect and the resource movement effect.
According to Feltenstein (1992), during the past twenty years, most countries
that have experienced an economic boom or the discovery of a natural resource
have been exposed to the disaster, in most cases experiencing a large decline
in exports from other sectors of their economy. For example, in an oil-exporting
country like Mexico, large oil revenues coincided with a significant contraction of
agriculture and agricultural export sectors. Sectors other than the oil sector
suffered from an inability to compete in foreign markets due to a higher
exchange rate, which was as a result of increased demand for its oil exports. It
has been observed, however, that the “resource curse” model may not be én
appropriate tool for describing the growth patterns of OPEC or Arab economies,
since it is based on assumptions of full employment of resources, external
balance, wage/price flexibility and immobility of production factors across
borders, assumptions that do not necessarily hold true for OPEC or Arab
economies, where state ownership of oil resources gives the state an important
role in sectorial supply and prices. The first challenge is the possible
appreciation of the Real Exchange Rate (RER). This is due to the increase in
the price of non-tradable goods and services (windfall revenue). The second
challenge is the possible drop in productivity, in which the potential productivity
achievements become limited as attention shifts towards the non-tradable
sectors (Martin and Subramanian, 2003).

Matsuyama (1992) declared that the role of agricultural productivity in economic
development could be addressed in a two-sector model of endogenous growth.

Firstly, preferences considered as non-homothetic and the income flexibility of
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command for the agricultural good is less than unitary. Secondly, the engine of
growth considered learning-by-doing in the manufacturing sector. Regarding
closed economies, such a model predicts a positive link between agricultural
productivity and economic growth. It formalizes conventional wisdom, which
emphasizes the need of agricultural revolution for industrial revolution. On the
other hand, with respect to open economies, such model predicts a negative
link. This is namely, that a more rapid development will be experienced by an

economy with a quite unproductive agricultural sector.

One of the essential factors that should result is an open economy with a
growth strategy plan and predicted growth performance. In many respects,
agriculture has suffered from the consequences of the Dutch Disease: we can
see this happening in Ghana during the period of oil exploration. Firstly, the real
exchange rate appreciation affects Ghanaian agriculture; the increased
concentration of labour in cities can lead to increased pressure on agricultural
wages and a decrease in the external competitiveness of the import-competing
and export-oriented agricultural sectors. Secondly, the non-tradable sector is
also affected; there is an impact on agricultural products. Thirdly, the price of
imported food falls, compared to domestically produced food, so Ghanaian
agriculture could suffer (Matsuyama (1992). However, it is possible for the
imported inputs to be less costly with RER appreciation, so that it is possible for
agricultural production to increase by means of oil revenue investment. In
countries such as Ecuador, Mexico, Algeria and Iran, the agricultural sector
suffered a lot during the nineteen-seventies due to the oil boom (Martin and
Subramanian, 2003).

2.3 Chapter summary

It can be concluded from the above that there is no established or specific
standard for determining the role of agriculture in development because of the
different nature and different degree of growth in each country, as well as the
different agricultural policies applied in each country. Moreover, many studies
discussing the importance of agricultural policies and their role in improving the
performance of farmers pay more attention to those policies, which impact

directly on farmers, such as financing, support, subsidies and pricing.
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It has been found that such policies differ qualitatively and quantitatively from
country to country according to the varying importance of the agricultural sector

in the country and its relation to other sectors of the economy.
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CHAPTER THREE: AGRICULTURAL POLICY IN LIBYA

3.0 Introduction
This Chapter reviews literature relevant to Research Aims 4) to assess critically

the agricu'ltural policies of Libya for the period 1973 to 2007, and 5), to identify
the key issues that cause weaknesses in agricultural policies and investigate
the effectiveness current policy.

Literature on both the historical development of agriculture in Libya and Libyan
agricultural policy is scarce. This study is one of the several attempts that may
be needed to fill the gap. This chapter contributes to the literature through the
collection and analysis of data from government and other sources and
provides summary background to the historical development of agricultural
policies. It also examines initiatives undertaken by the Libyan government on
agricultural development, policies and plans. The performance of these policies
is assessed in Chapters Four and Five. The current chapter first presents a
general background to Libya, with specific attention to the economic sector, to
provide an outline of macro and agricultural policies in Libya. The researcher
then examines the agricultural policies in operation during core two periods:
between 1973 and 1985; and after 1985. The chapter addresses Research Aim
3), which is to study the changes and development that has taken place in both
macro policies and agricultural policies in Libya as well as Research Objective
1, which is to identify key policy initiatives in Libyan agricultural development
through secondary data.

3.1 Geographical location of Libya
According to AOAD (2006) and FAO (2005), Libya is located in North Africa, it is

the fourth largest country in Africa by area, and is situated in the centre of the
North African coast of the Mediterranean Sea and border on the East by Egypt,
the south by Sudan, Chad and Niger, and the west by Algeria and Tunisia.
Libya is located between longitudes 9° and 25° East and latitudes 25" 18° and
33° north. The geographical location of Libya is important when considered as
bridge linking Africa and Europe and between the eastern and western parts of
the Arab world. Libya has a total area about 1,775,500 kilometres square and
bordering the Mediterranean Sea to the North by about 1,770 kilometres. The

total population reached about 5.77 million in 2007. The majority of the
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population live in a belt along the Mediterranean coastline. Figure 3.1 below is a
map of Libya (ElI Shikhi, 2009). The greater part of Libya is located within the
scope of desert and warm climate prevails in most areas, except the narrow
strip that extends along the Mediterranean and some mountainous areas
located in the North of the country, where rainfall are sufficient for agricultural
activity (EI Messallati, 2007). For example, the climate of Al Jabal Al Akhder
region is suitable for the growth of forests and jungles of evergreen and the
Sahel Al Jafarah is suitable for seasonal grasses. Temperature is high due to
the location of Libya in the Orbital and sub-orbital with the exception of the
coastal strip and the Al Jabal Al Akhder and ElI Jabel Al Garbi, while the

temperature is moderate or goes down considerably in the winter.

. Highland mixed

. Rain-fed mixed

. Sparse (arid)

Figure 3.1 Map of Libya

Source, Ziydan (2007)

Throughout the year, humidity is high by the coast due to wet winds from the
sea and very low in the desert areas due to aridity. In summer, there are
easterly winds, followed by south-easterly and north-westerly winds. In winter,
northerly and north-westerly winds blow across the northern regions, while in
the southern regions, the northern and North East winds prevail throughout the
year. Generally, Libya is characterized by a tropical desert climate dominated

by drought (FAO, 2005).
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3.2 Libyan economy
Libya has gone through many political and economic changes since the 1900s,

when Libya experienced Italian occupation. Until oil was discovered in the late
Nineteen-fifties, the Libyan economy depended mainly on the agricultural
sector, which contributed more than 30% to the GDP and employed about 70%
of the total labour force (ElI Azzabi, 1974). In addition, the agricultural sector
provided raw materials for the manufacturing sector. Libya was classified at that
time as one of the poorest countries in the world.

In 1969, Libya underwent a political transformation, and this resulted in the
government nationalising oil companies, agricultural lands and farms, most of
which were owned by ltalian settlers. The Libyan regime then adopted a
socialist system of governance, with government intervention in economic
activities becoming the dominant feature in the Libyan economy (Abdussalam,
~ 1985). High oil revenues provided an appropriate environment for the financing
of all development projects, including agriculture, especially during the
nineteen-seventies when 80% of state revenues came from oil. In the early
nineteen-eighties, oil prices began to decline and this had a significant effect on
the Libyan economy. The sharpest fall in oil prices occurred in 1985, a year that
saw Libyan government spending fall accompanied by an attendant lowering of
quantities of goods imported, and the consequent problerhs in the payment of
debts (Alfitouri, 2004).

At the end of the nineteen-eighties, the government moved to transfer the
ownership of large governmental projects to private investors, similar to what
happened in the developed countries of Europe, such as Britain, Germany and
France, as well as in Japan (Ghanem, 1985). However, there were still signs of
government intervention in economic activities. There were also attempts by the
government to strengthen the role of trade through trade liberalization in 1992,
and the gaining of membership of the world trade organization. Unfortunately,
because of the practices of the political regime, Libya was exposed to economic
sanctions: the Lockerbie PAN-AM plane bombing in 1992 provided the perfect
grounds for economic isolation from most of trading partners. Sanctions were
lifted in 2003 to allow the re-entry of foreign investment, particularly in the -
energy sector (Otman and Karlberg 2007).
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Libya has massive oil revenues; and according to reports from the International
Monetary Fund, oil production totally dominates all economic activity. Its
contribution increased from 50% of GDP in 2002 to about 71% in 2007. Oil
revenues contributed about 95% of export eamings and more than 75% of
government receipts (IMF, 2008). See table below.

Table 3.1 Contributions of the Libyan economy sectors to GDP (current prices) percent
Sectors 1973 2003 2005 | 2007
Oil sector 49.70 | 57.60 69.50 71.6
Agriculture, fishing, and forestry 2.70 3.60 2.20 2.00
Manufacturing | 240 1.90 1.30 1.20
Electricity, gas, and water 0.50 2.00 1.30 1.10
Construction 4.20 4.80 4.00 4.30
Trade, hotels, and restaurants 6.90 4,90 3.90 3.40
Transportation, communication, and storage 4.80 4.70 3.50 3.30
Financing, insurance, and business services 2.40 1.50 1.00 1.00
Housing - 10.00 6.30 5.20
Public services 7.20 9.00 6.80 6.80
Other services - 0.10 0.10 0.10

Sources: IMF (2008), Central Bank of Libya, (2008)

Despite the low performance of the housing, trade and transportation sectors,
their contributions were better than the remaining sectors, including agriculture,
whose contribution decreased over the period to about 2% in 2007 (Alafi and
Bruijn, 2009).

The World Bank (2011) classified Libya as an upper-middle income developing
country. The industries of oil and gas dominate the Libyan economy. They have
contributed to the transformation of Libya from one of the poorest countries in
the world, in the nineteen-sixties, to one of the richest, with the highest per
capita income in Africa and the Mediterranean region (Vandewalle, 1996).
Figure 3.2 shows that the per capita income of Libya is the highest of all African

and Mediterranean developing countries (with high per capita in the region).
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Figure 3.2 Per capita of GDP in Mediterranean and developing countries

Source: UNDP (2007)

Available data on the distribution of the labour force by economic activities in
Libya, as shown in Figure 3.3 below, indicates that the education sector had the
highest rate of employment with the percentage of about 27.3% on average for
the period from 2001-2007, with that of public administration being 16.4%.
There was a decrease in the agricultural labour force, averaging about 5.4% for

the period, down from 18.5% in the early nineteen-nineties (IMF, 2008).

Distribution of labour force by economic activities as avrage 2001-2007 %

Figure 3.3 Distribution of labour force by economic activities as average 2001-2007

Source: IMF (2008)
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Libya is characterized by a large geographical area with low population density
and high oil and gas resources. Libya therefore depends heavily on one export
commodity, which is the main source of foreign currency (Hweta and El Megri,
1999). With limited resources other than oil and gas, Libya depends on imports
of intermediate goods and food to meet its growing domestic demand. The
increases in local market requirements led to an increase of total imports of
various goods and services. This could be partly attributed to the nature of
development plans, and to the shortage of capital goods in the local market (El

Messallati, 2007), Figure 3.4 compares exports and imports from 1970-2005.

Total exports and imports in Libya 1970-2005 M/$

25000

20000
15000 ‘ ----------------
Total Exports
10000 Total Imports
5000 L]

1970 1975 1980 1985 1990 1995 2000 2005

Figure 3.4 Total exports and imports in Libya 1970-2005

Source: Calculated from Ministry of Planning, General Administration of Socio-
economic Indicators for the Years 1962-1996; December 1997 Annual Reports, Central

Bank of Libya (1997-2005).

Table 3.2 shows the performance of the Libyan export and import sectors, with
oil representing about 97% of total exports. This exemplifies how the economy
is characterized by a single commodity export. Agricultural imports on the other
hand, represented about 10% of total imports; that also reflects the dependency
on global market for the provision of agricultural commodities. It is worth
mentioning that the agricultural imports continued to increase as shown in Table
3.2.
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Table 3.2 Commodity structure of total exports and imports in Libya during the period 2004/2007

(US. $)
Statement 2004 2005 2006 2007

Exports 20410.00 | 31358.00 | 39187.00 | 44523.00
Hydrocarbon sector exports 19533.00 | 30458.00 | 38207 43395.00
Other exports 877.00 900.00 980.00 1128.00
Imports 8768.00 11183.00 | 13062.00 | 17401.00
Food and beverages 935.00 955.00 . 1145.00 1423.00
Industrial supplies 1758.15 1845.12 2127.21 2754.19
Fuels and lubricants 552.18 786.06 829.27 1207.85
Capital goods (except  transport

equipment), and parts and accessories

thereof 2203.49 2058.95 2397.38 2731.28
Other imports 3319.18 5537.87 7460.86 9284.86

Source: OECD (2008)

3.3 The historical development of agricultural policies in Libya
Until the early nineteen-fifties, Libya was one of the poorest countries in the

world, with the low average per capita income of US$30 (GPCT, 1993). A set of
plans and agricultural programmes was drawn up during the period 1952-1968.
The purpose of these plans was to develop existing agricultural land and
improve conditions for farmers. The plans focussed on the search for
groundwater, forestation, sand dune stabilization, protection from floods and the
provision of some simple agricultural services. According to ElI Messallati
(2007), these plans were never completed due to financial bottlenecks and a
lack of funding. Additional factors that hindered the implementation of the plans
related to the standard of living of Libyan society, which was marked by poverty,
unemployment, and high levels of illiteracy. The spread of disease also
contributed to the failure of those plans. Atiga }(1972) maintains that, in addition,
a shortage of agricultural technical labour, a lack of technical information and
economic studies acted as the main obstacles impeding the realisation of the

plans.

Although, the agricultural sector in Libya has the necessary financial support it
is confronted with many limitations, which make the effective utilization of funds
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difficult. The agricultural sector has received a lot of attention, especially within
the framework of strategic economic and social transformation that has been
supported with budgets since 1970. These include: the three-year plan (1973-
1975), the first five-year plan (1976-1980), and the second five-year plan (1981-
1985), and a strategic approach contained within a series of annual policies
from 1986 to 2007 (GPCT, 1993). These were drawn up with the knowledge
that the development of the agricultural sector could lead to economic
diversification and reduce the role of oil in the national economy. In recent
decades, Libya has adjusted its policies, to overcome its agricultural problems.
It has optimised the use of agricultural resources, and accelerated the rate of
agricultural development (Al Arbah, 1996). In the next section, attention will
focus on the agricultural policies of the two main study periods, which saw the
adoption of two different approaches to agricultural policy; the impact of these
two approaches on the performance of the agricultural sector will be to
assessed in the subsequent chapters

3.3.1 The first agricultural policies approach in the form of medium-term
plans (1973-1985)
During this period Libya adopted a set of agricultural plans and programmes

that took the form of a three-year plan (1973-1975) and two five-year plans
(1976-1980 and 1981-1985). Agriculture had received a lot of attention within
the framework of strategy and objectives of economic and social transformation
as it was seen as the most effective sector for diversifying the national
economy. The plans aimed at reducing the dominance of mining activity and the

export of oil (GPCT, 1996). The plans sought to achieve following objectives:

To increase agricultural production to a high proportion of self-sufficiency

To achieve the optimal economic exploitation of natural resources such

as water resources

e To give attention to the human element and the organizational structure
of the sector through a range of programmes including training, formation
of agricultural research, extension and marketing services.

e To link agricultural production with industry and to achieve balanced

development, and to work on the manufacture of agricultural products to

replace imports.
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e To provide jobs and stability in the agricultural areas through projects,
and the development of agriculture in villages and to increase farmers
income (GPCT, 1996).

The implementation of development plans in the field of agriculture after the
nineteen-sixties encountered the following difficulties:

1. Shortage of water resources, particularly in the northern parts of Libya
and its dependence on underground water storage and insufficient
monsoon rains.

2. Lack of administrative and technical staff for implementation and
commensurate technical and scientific developments witnessed by the
world in the field of agriculture.

3. Agricultural research did not keep pace with development reduirements
and the difficulty in finding scientific solutions to the bottlenecks facing
them, especially in the areas of advanced technologies that increase the
productive efficiency of crops and livestock. |

4. Weak agricultural extension programmes and inadequate existing ones
that failed to create a farmer who was able to benefit from investments
and maintenance of farms.

5. Weak institutions in the areas of agricultural financing, markets and

processing.

In spite of the above challenges, investments in agriculture achieved a number
of Successes in the areas of increased production, land reclamation, building of
houses for farmers and roads, agricultural projects, the establishment of crops
and animal production complexes, and integrated provision of essential
infrastructure for the sector (AOAD, 1994). The agricultural policies in the 1970s
were aimed at achieving the following targets: '

First: To maximise production of food to achieve the real independence of the

Libyan Arab community through the achievement of the highest rate of self-

reliance and security of food/agricultural commodities.
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Second: To link agricultural production with industry in order to achieve a
balanced development between them, and work on the manufacture of
- agricultural products to replace imports (GPCT, 1996).

The need for achieving these objectives led to a set of policies and objectives,
which were represented in the framework. The main features of the agricultural

policies in Libya can therefore be summarized as follows:

o Find solutions to the problems encountered in the implementation of
economic and social transformation plans in agriculture and the
implementation of research priorities to increase agricultural production
and transfer of technology, which serve the agricultural sector. In
addition, link the horizontal expansion with the available natural
resources to achieve continuous production according to scientific
studies and the optimal use of land (AOAD, 1994).

e Train the human resources for the purpose of using technology efficiently
and achieve the objectives of vertical expansion in agricultural

production.

e Encourage the private sector to increase its contribution to agricultural
gross domestic product at different levels (individual, family, cooperative

associations).

e Support agricultural subsidies so as to increase production, improve
services and maintenance programmes for resources aimed at guiding
agriculture to ensure the production of strategic crops for the
achievement of high production rates and the optimal use of natural and

human resources.
¢ Give attention to agricultural marketing and encourage the private sector

to provide the requirements of efficient agricultural marketing to reduce

waste in agriculture.
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* Rationalize water use, especially in coastal areas and accelerate the
implementation of projects to transfer water from the southern regions to

the coastal areas.

» Give attention to practical aspects of agricultural education to ensure the

scientific training and practice of agriculture graduates (GPCT, 1996).

In the nineteen-seventies, the world suffered from food crises and this
preoccupied agricultural policy planners. The effects of this crisis were huge in
the Arab world. This led to the adoption of an agricultural development policy in
Libya for the achievement of food security and other goals through the
successive transition plans (1973-1985), the objectives of which can be
summarized as follows (AOAD, 1994).

» Achieve food security through self-sufficiency in agricultural production,
especially in cereals, vegetables, fruits and meat.

* Apply appropriate pricing policies to achieve a balance between supply
and demand.

* Preserve the environment and protect natural resources of soil and
water, and their agricultural use in an exemplary manner.

* Group small agricultural units into big farm units to take advantage of
economic production.

» Coordinate between agriculture and the manufacturing sector.

» Achieve the spatial balance through the resettlement of farmers in new

agricultural areas, and to realize specific quantity goals.

The goals and implementation of each plan are examined below.

A: Three-year plan (1973-1975)
This plan, which was part of a comprehensive national plan, was adopted by a

constitutional declaration. The orientation of the national economy was one that
was based on cooperation between the public and private sectors, diversifying
sources of national income and realizing a maximum rate of economic growth.

This strategy focused on agriculture and industry (GPCT, 1996)
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The objective of agricultural policy in this plan was to increase agricultural
production to achieve higher rates of self-sufficiency in agricultural production.
This was through horizontal expansion programmes and by the reclamation and
cultivation of new areas and vertical expansion through improving and

increasing productivity.

The actual expenditure for the achievement of the targeted plan was about
$1,869 million out of the total allocation of $2,019 million, and represented
92.57 percent of the total allocation (AOAD, 1994). The agricultural policy had
targeted reclamation of about 313 thousand hectares. In the case of irrigation,
the target was to reclaim and cultivate 109 thousand hectares but only 35.5
hectares was achieved, about 32.6%, and this was due to inadequate
groundwater resources. Rain-fed agriculture’s target was 204 thousand
hectares in areas where the rainfall rate was about 200 mm/year; however,
107.8 thousand hectares, about 52.8% of the target, was achieved. Lack of
appropriate mechanisms for the implementation of the plan accounted for the
low achievements. Other drawbacks were lack of important factors such as
water resources; time allocated for the plan; and limited local technical

personnel (EI Messallati, 2007).

Targets for crop production were:

* Increase domestic production of wheat from about 41.6 thousand tonnes
in 1972 to about 161.6 thousand tonnes in 1975.

* Increase the local production of barley from about 116.4 thousand tonnes
in 1972 to about 181,400 tonnes in 1975.

* Increase agricultural production of vegetables from 383 thousand tonnes
in 1972 to 499 thousand tonnes at the end of 1975 while, domestic
production of fruits were to increase from about 111.6 thousand tonnes

to about 141.6 thousand tonnes at the end of 1975 (AOAD,1990).

In the case of animal products, the targets were:

* Increase the total production of meat from about 33.4 thousand tonnes in

1972 to 43.7 thousand tonnes at the end of 1975.
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e Increase milk production from about 56.7 million litres in 1972 to about
95.4 million litres at the end of 1975, and eggs from about 41.8 million
eggs in 1972 to about 71.8 million eggs in 1975 (GPCT, 1996).

The rate of agricultural productivity for different crops varied, as shown in Table
3.3 but most crops achieved satisfactory targets.

Eggs and some crops such as vegetables achieved high targets because of the
investments and the presence of marketing and pricing incentives. Wheat,
despite its significance did not achieve more than 46.5% of thé targeted
production and this was due to strong competition from barley and vegetable
crops, which had a price advantage. It was also due to the inability of the state
to impose certain cropping pattern. Furthermore, the prices of wheat at the mills
did not favour farmers (GPCT, 1996).

Subsidies, pricing and marketing policy in the first agricultural policy

The aim of this policy was to achieve comprehensive development in
agriculture. In addition, it ainﬁed at using increased agricultural production to
raise the income levels of workers in this sector and to create a balance
between the supply and demand of agricultural products (GPCT, 1996).

Planned and achieved production of agricultural policy goals (1972-1975)

Table 3.3
, Targeted Achieved %
Crop Unit Produ production production achieved
ction 1975 1975 to targeted
in 1972 '

Wheat 1000 tonne | 4160 161.60 75.10 46.50
Barley 1000 tonne | 11640 181.40 191.80 105.70 -
Vegetables | 1000tonne | 383 00 499.00 562.30 112.70
Fruits 1000 tonne 111.60 141.60 130.40 92.00
Meat 1000 tonne | 33 40 43.70 37.70 86.30
Dairy M litres 56.70 95.40 86.60 90.70
Eggs M eggs 41.80 71.80 160.00 222.80

Source: AOAD (1990)

To achieve these aims, a set of plans and programmes in the agricultural
policies of the nineteen-seventies and nineteen-eighties supported prices for
agricultural inputs and livestock. These were achieved within the financial
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support programmes sponsored by the Ministry of Agriculture and the
Agricultural Bank. The support included subsidies on chemical fertilizers, feed,
and equipment. For example, bee-keeping equipment was supported by 80%,
pesticides by 60% and agricultural machinery by 50% for cooperative
associations and 25% for individuals (El Messallati, 2007).

The support also covered extending power lines, water projects and railways,
which were subsidized by 50%. The total amount of subsidies during 1970-1980
was estimated at about 165 M.LYD (El Messallati, 2007). These subsidies
sought to encourage farmers to adopt modern agricultural practices.
Furthermore, the prices of agricultural products were also subsidized; especially
wheat, barley and olive oil (El Shiakhi, 2009). |

The purchasing price of wheat was about 150 Dinars per tonne, and barley
about 130 Dinars per tonne. These prices were encouraging at that time as they
were higher than domestic and international prices. The mechanisms of supply
and demand determined the prices of non-subsidized agricultural commodities,
such as vegetables and fruits. The low prices of vegetables in the harvest
season resulted from gluts in local markets, that is, supply far in excess of
demand (GPCT, 1996).

The purpose of these policies was to support agricultural production through the
reduction of inputs and production costs, and encourage farmers to adopt
modern agricultural methods (El Shiakhi, 2009). This meant the achievement of
a higher rate of return; higher productivity by farmers; and lower prices to
consumers. The pricing policies of agricultural production inputs were
complementary to the agricultural credit policy (interest-free) aimed at
increasing the self-sufficiency ratio of agricultural commodities and livestock.
The reduction in production costs was also aimed at increasing farmers’
incomes and engaging them in other agricultural activities such as poultry- and
bee-keeping, the purpose of which was to add new sources to their incomes (El
Messallati, 2007).

According to GPCT (1996) the international price of wheat fell from about 69.54

Dinars to about 51.8 Dinars, and then to about 43 Dinars per tonne during
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1976-1977 and 1978, respectively. At the same time, the volume of support per
tonne of wheat increased from about 80.96 Dinars to 98.12 to about 107 Dinars
for the years 1976-1 977 and 1978 respectively. Also the subsidy for barley
increased from about 57.38 Dinars to about 65.85 Dinars per tonne in the same
period. The incentive price for wheat and barley in the local market was
increased significantly, which encouraged farmers to sell their produce to
warehouses of the state rather than to the public wholesale markets (El Shiakhi,
2009).

Table 3.4 below shows a comparison of the three price levels (domestic price,
world price and state incentive prices) for the period 1976 to 1978. The world
prices of the crops declined during the period 1976 to 1978 however, the
domestic prices increased at the same time and led to increase in the gap
between domestic prices and world prices. In 1976, the domestic prices of
wheat and barley were less than world prices. In 1977, the price of local wheat
rose sharply, whereas the world price of barley decreased until 1978 (GPCT,
1996).

As a result of the pricing policies, which had been implemented in the nineteen-
'seventies and nineteen-eighties, the areas under cultivation and production saw
a remarkable increase.

Table 3.4 Import & promotional and size of the support from 1976-1978 (LY.D/ tonne)
1976 1977 1978
Crop Wheat | Barley | Wheat Barley Wheat | Barley
Import price 69.54 72.62 | 51.88 64.15 43.00 | 63.25

Promotional price 150.00 | 130.00 | 150.00 130.00 150.00 | 130.00

The amount of support 80.96 57.38 | 98.12 65.85 107.00 | 66.75
Source GPCT (1996)

Table 3.5 and Figure 3.5 below show the level of increase over the five-year
period. The grain cropsl had the greatest increase during the first four periods
but the production of grains decreased to about 34.8% of the total cultivated
area in the period of 1991-2000. Fruits, the second largest group of crops in
terms of cultivated area represented about 18% of the total cultivated area
during the first four periods. From 1991-2000, the cultivated area devoted to
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fruits increased to about 58.8% of the total cultivated area and became the

foremost group of crops in terms of the cultivated area. While the cultivated

area of vegetables was estimated about 8% of the total cultivated area in the

period of 1970-1990, it decreased to 6.5% during the 1991-2000. This decrease

might be due to the absence of pricing policies during the period. Realistic data

on prices of agricultural commodities were not available during the nineteen-

seventies, despite the existence of two institutions dealing with price recording
and dissemination (Abdulgader, 2005).

Evolution of the cultivated area of some agricultural crops during the period of 1970-

1976/1980 1981/1985
Area/ % of the Area/ %of the
1000 ha total 1000 ha total

cultivated cultivated

area area
588.90 74.60 628.80 72.30
140.26 17.80 160.76 18.50
59.74 7.60 80.12 9.20
788.90 100.00 869.68 100.00

Source: Abdulgader (2005)

1986/1990 1991/2000
Area/ % of the Area/ % of the
1000 ha total 1000 total

cultivated ha cultivated

area area
502.70 62.60 205.30 34.80
201.05 25.10 346.66 58.80
99.00 12.30 37.84 6.40
802.75 100.00 589.80 100.00

Evolution of cultivated area during the period of 1970-2000 1000 ha

Table 3.5
2000
1970/1975
Crops Area/ % of the
1000 total
ha cultivated
area
Grain 3738  73.20
Fruits 95.48  18.60
Vegetables 41.67 8.20
Total 510.95  100.00
700

Figure 3.5

Source: Abdulgader (2005)

Cultivated area from 1970-2000

uGrain
Fruit

Vegetables
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B: First five-year plan 1976-1980
According to El Shiakhi (2009), the first five-year plan (1976-1980) is considered

an extension of the three-year plan (1973-1975). The plan included the
implementation of basic strategies in the agricultural sector based on self-
sufficiency in most agricultural crops and natural resources protection and
exploitation. It aimed at raising the incomes of farmers by increasing the
productivity of agricultural land, setting up agricultural units in areas
characterized by abundant production, as well as achieving the following

general objectives:

1 Self-sufficiency in grains, fruits, vegetables and meat in the shortest

possible period.

Protection of natural resources of soil and groundwater.

Eliminate rural poverty by combining small and fragmented units into
integrated agricultural units to ensure economy of scale in agricultural
production and also to facilitate the use modern agricultural methods.

4. Increase the productivity of land by encouraging farmers to use modern
techniques and thereby raise their incomes to parallel other sectors.

5 Establish agro-industrial units in areas characterized by abundant
agricultural production to create stable communities in agricultural areas
and to reduce disparities between regions as much as possible so as to
provide decent life for citizens who are working in agriculture.

6. Increase agricultural production and continue applying policies on
subsidies, loans and exemption from customs duties and taxes and the
provision of marketing services.

7. Strengthen the possibilities and means of scientific research in the
agricultural field (AOAD, 1990)and (El Shiakhi, 2009)

The national transition plan of (1976-1980) adopted many agricultural policies to
ensure balance between available resources and the objectives of the

development plan. Below are some of the policies adopted.

> Credit policy: such policies were intended to provide loans to farmers
through the agricultural bank. These loans are divided into three types,

namely:
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- Long-term loans to dig wells, build water tanks, barns and warehouses,

-  Medium-term loans for the purchase of agricultural machinery and
equipment and improved livestock breeds, and

- Short-term loans (seasonal loans) to cover the expenses of the annual
wages of workers and buy seeds and fertilizers.

> Subsidies policy: such policies intended to raise the level of agricultural
production especially in the early stages of development by reducing the
costs of production and encouraging farmers to continue the production
of food commodities. It was to accelerate access to self-sufficiency by
subsidizing chemical fertilizers, animal feed, pesticides and agricultural
machinery.

> Pricing policy: the aim of this plan was to maintain a balance between
the prices of agricultural products and the prices of other goods as well
as to achieve remunerative prices for farmers in order to increase their
incomes and encourage them to increase production.

> Marketing policy: this plan was to maintain consumer prices; the
government therefore built a network of warehouses and silos.

> Agricultural cooperation policy: the policy was intended to promote
cooperation between various agricultural sectors.

> Agricultural mechanization policy: was intended to raise the degree of
agricultural mechanization to mitigate the problem of lack of labour in the
agricultural sector of Libya.

> Productivity of agricultural lands policy: increase the productivity of
agricultural lands through the expansion of the vertical and horizontal
scopes. In the vertical expansion scope, the plan envisaged the
application of methods of scientific progress and modern technology,
improved strains, the use of improved seeds and pest control, the
promotion of the development of livestock and also the training of
farmers. With the horizontal expansion the largest possible area of
agricultural land was added for the achievement of attractive economic
return El Messallati, 2007).

The agricultural policy targeted a set of production objectives during the five-

year plan (1976-1980), which are summarized below:
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1. Increase local wheat production from about 75.1 thousand tonnes in 1975 to
304 thousand tonnes at the end of 1980.

2. Increase the production of barley from about 191.8 thousand tonnes in 1975
to 245 thousand tonnes at the end of 1980. |

3. Increase the production of vegetables from about 562.3 thousand tonnes in
1975 to 767.3 thousand tonnes in 1980. |

4. Increase the production of meat from about 37.7 thousand tonnes in 1975 to
89.7 thousand tonnes in 1980. -

5. Increase milk production of about 86.6 million litres in 1975 to 289.6 million
litres, and 160 million eggs to about 340 million eggs at the end of 1980 (AOAD,
1990).

The plan achieved a reasonable degree of its ambitious production targets with
the exception of cereals, dairy products and legumes, the shortfalls of which
were due to inadequate resources, especially water. There was also a shortage
of technical staff necessary for implementation and follow-up. Libya relied on
foreign companies for most of the work, which negatively affected a number of
components of the plan. This will be discussed later (El Shiakhi, 2009).

Table 3.6 below shows production targets and achieved production (1976-
1980).The implementation of the objectives of agricultural policies in this plan
faced a number of problems, mostly:
1. Slow pace in executing and implementing projects on schedule by
contracted companies
2. The lack of technical workforce and trained national experts
3. The absence of marketing policies that were based on a sound footing

Table 3.6 Production and targets achieved (1975-1980)
Production Targeted Achieved | % achieved to
Crop Unit in 1975 production productio targeted
1980 n 1980
Wheat 1000 tonne 75.10 304.10 140.50 46.20
Barley 1000tonne 191.80 245.00 71.00 29.00
Vegetables | 1000 tonne 562.30 767.30 658.00 85.50
Fruits 1000 tonne 130.40 253.40 162.00 63.40
Meat 1000 tonne 37.70 89.70 158.00 176.10
Dairy Million litres 86.60 289.60 110.00 38.00
Eggs Million eggs 160.00 340.00 285.40 84.00

Source: AOAD (1990)
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4. Fluctuating weather pattern, which resulted in irregular rainfall,
desertification, and desert encroachment (AOAD, 1994)?

C: Agricultural policy Second five year plan (1981-1985)

The objectivés of the agricultural development policy in Libya during the five-
year plan of 1981-1985 according to El Messallati (2007) were aimed at:

. Increasing agricultural production in order to achieve higher rates of self-
sufficiency in agricultural products through the horizontal expansion of
land reclamation, and vertical expansion to improve and to increase the
productivity of the area under cultivation.

e Achieving economic exploitation of natural resources,
¢ Linking the agricultural production sector with the industrial sector, and

¢ Providing jobs and stability in the agricultural areas.

Because of the great attention given by Libya to the agricultural sector during
the nineteen-eighties, self-sufficiency of wheat improved and high production
levels were achieved for barley, meat (especially poultry), vegetables and fruits.
The rates of self-sufficiency in legumes and oilseeds however remained low (El
Shiakhi, 2009).

Despite the attention, agricultural development in Libya did face a number of
natural, technical, financial and administrative hurdles, limited arable land and
its inadequacy for some crops being the most significant natural obstacle. In
addition, the weather and climatic conditions were not favourable. Technical
obstacles were related to the ideal methods for land use, and the advanced
technologies imported from abroad were not suited to the conditions and nature
of the environment in Libya. The lack of trained and skilled agricultural workers
also led to a dependence on foreign labour. As a result of the foregoing, the
projects were characterized by instability, negative economic impacts as well as
poor transfer and dissemination of vinformation to farmers. In addition, there
were the financial and administrative constraints such as inadequate allocations

in the budgets and poor transition plans.
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With respect to marketing and distribution policies, the state monopolised
agricultural marketing, or rather, approved individuals and farmers for the
marketing and distribution of agricultural commodities (El Messalléti, 2007).
This created some competition among players in the industry, both public and
private, raised efficiency and reduced waste in the marketing of agricultural
products. With regard to pricing policies, the state supported prices of certain
agricultural commodities, especially wheat and barley and thus fixed prices for
some raw materials. This ensured marginal profit and various cash loans for the
producers and provided raw materials for industries (GPCT, 1996).

According to (El Shiakhi, 2009) Libya gave considerable attention to agricultural
extension within this period and this helped to raise the efficiency of farmers.
Libya adopted policies to import large amounts of food. It also regulated the
foreign trade of agricultural commodities by setting up institutions and public
companies, which specialized in meeting the needs of the market through the
national import budget. Due to fluctuating rainfall, crop production was not
stable and fluctuating amounts of food commodities had to be imported to fill the
-gap between production and consumer’s needs (AOAD, 1990). The imports of
cereals, especially wheat, increased during 1981-1985,. 'while agricultural
exports were generally low, less than 50 million dollars annually, a situation that
is attributed to Libya's weak policy towards self-sufficiency as well as
inadequate basic agricultural resources, especially water (AOAD, 1990).

3.3.2 Implementation of the plan objectives during the second five-year
plan (1981-1986)
The objectives of this plan were consndered an extension of the previous plan

with focus on the following (El Messallati, 2007):

1. Organizational aspects and human resource development so as to
increase the effectiveness of investments, and
2. Support for training programmes, extension, research, cooperation and
agricultural marketing, making use of existing institutions.
Aquaculture reforms programme in the plan aimed at reclaiming an area of
about 622 thousand hectares. There was however no linkage between the
objectives of the plan and the period for implementation (AOAD, 1994).
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The aim of the agricultural policy of the transition plan of 1981-1985 was to

achieve optimum use of natural resources and to maximize self-sufficiency

through significant investments in the sector, and land reclamation and

development with the increase in the effectiveness of these investments to

develop the agricUltural production (El Shiakhi, 2009). The targets for this plan

were as follows:

1)

2)

3)

Reclamation and development of 69.89 thousands hectares of irrigated
land, 552.5 thousands hectares of rain fed-land, and the increase of the
absorptive capacity of pasture land of 1.2 million hectares to ensure the
development of sources of forage pastures and the organization of
grazing to increase meat production;

Implementation of the project for the development of the coastal strip in
order to achieve optimum utilization of agricultural land in the region
while ensuring the reduction of the amount of water utilized in agriculture
in the coastline area from 636 million cubic metres annually in 1980 to
198.8 million cubic metres in 1985;

Increase the agricultural production of goods and food crops to achieve
the greatest possible degree of self-sufficiency by:

» Increasing wheat production from about 140.5 thousand tonnes in
1980 to about 428.8 thousand tonnes in 1985, covering 75.6% of
the proportion of domestic demand,

* Increasing barley production from 71.5 thousand tonnes in 1980 to
abou{ 105.6 thousand tonnes in 1985 to cover full domestic
demand,

* Increasing vegetable production from 658.3 thousand tonnes in
1980 to about 779 thousand tonnes in 1985, covering 99.6% of
domestic demand,

» Increasing fruit production of about 162 thousand tonnes in 1980
to about 325 thousand tonnes in 1985 to cover 98% of domestic
demand (El Messallati, 2007). '

* Increasing the gross domestic product of meat from about 58.6

~ thousand tonnes in 1980 to about 120.8 thousand tonnes in 1985
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to ensure the contribution of domestic production of meat
increased by 75.8% to cover domestic demand.

* Increasing the production of milk from about 110 million litres in
1980 to about 308 million litres in 1985, covering 94% of the total
demand (AOAD, 1990)

* Maintaining self-sufficiency of eggs through increasing the
production of about 285 million eggs in 1980 to about 823 million
eggs in 1985 (Transition Plan for Economic and Social
Development in Libya, 1976-1980 in El Shiakhi, 2009).

Table 3.7 shows the planned and achieved production of agricultural policy
goals from 1980-1985.

Table 3.7 Planned and achieved production of agricultural policy goals from 1980-1985 (1000 tonne)

Targeted Achieved %
Crop Production production production achieved to
in 1980 1985 1985 targeted
Wheat 140.50 428.80 271.50 63.50
Barley 71.50 105.10 210.00 200.00
Vegetables 658.30 778.70 827.50 106.30
Fruits 162.00 325.00 289.00 89.00
Meat 58.00 129.80 110.00 85.00
Dairy(million litres) 110.00 308.00 159.50 52.00
Eggs (million egg) 285.40 822.80 554.50 67.40

Source AOAD (1990)

3.3.2 The second agricultural policies approach in the form of annual
plans (1986-2007)

Due to the change of policy approach in the second period, after 1986, the
pricing policies were completely abolished and that affected the production and
the cultivation of crops, which previously had received great attention (El
Messallati, 2007).

Libya’s agricultural policies after 1985 witnessed remarkable changes and
significant developments and were characterized by trends towards the
liberalization of domestic and foreign markets. After 1985, there was decrease

in planning periods from medium to short-term plans and the adoption of annual
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budgets. In addition, long-term plans shifted from rebuilding the productive
structure and infrastructure to budgets for operational and maintenance
programs. Again, annual budgets were divided into two parts; administrative

budgets and variable budgets directed at investments (AOAD, 1990).

After 1985, with the exception of the Great Man-Made river project, it could be
argued that the financing of the agricultural sector in general did not go to fixed
investments, but was limited to operating expenses. The five-year plans (1986-
1990 and 1991-1995) were only draft proposals, as the plans and policies were
not adopted (AOAD, 1990; ElI Messallati, 2007). This period was also
characterised by the increasing role of the private sector in economic activities,
production and marketing, export and import with a reduced direct role of the
state. The decreased direct intervention by the state in managing agricultural
resources, and the use of price and market mechanism tools, the disposal of
state companies and projects and the transfer of ownership in whole or in part
to the private sector affected agricultural production negatively (AOAD, 2000).
Libyan political practices, which led to the economic sanctions, may also be a
major reason for the noticeable change in the Libyan economy on one hand and
the form and approach of agricultural policies on the other hand. Again, the
decrease in oil prices and the economic sanctions at the time led to a decline in
Libyan oil revenues, and this affected investment in other sectors. The
restrictions imposed on imports because of political practices led to the decline
in imports, especially those relating to agricultural activities such as machinery,
fertilizers, pesticides and other facilities. The general goals for the agricultural
sector were therefore known, but the mechanism for achieving them and the
supporting policies for the annual plans were completely absent (EI Messallati,
2007).

The aims of agricultural policy in Libya during this period can be summarized as
follows:
1 Increasing agricultural production.
2. Increasing the efficient use of natural and economic resources.
3. Constructing agricultural establishments in the field of poultry, cattle and
the formation of nurseries and greenhouses to increase agricultural
production.
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4. Maintaining the policy of agricultural credit to farmers on short, medium
and long-term basis.

5. Giving ownership of some agricultural enterprises and production units to
workers who worked in these establishments.

6. Distributing reclaimed farmlands to those with low income to reduce
migration to the cities, and also to improve their incomes.

7. Encouraging the establishment of agricultural ‘associations to provide
inputs such as animal feed, fertilizers and seeds (AOAD, 2000),
(EI Shiakhi, 2009).

A: Framework of agricultural policies: 1986-2007
Agricultural development programmes during this period focused on increasing

agricultural production and promoting the efficient use of natural and economic
resources and the establishment of agricultural cooperatives in the areas of
poultry, cattle, nurseries and greenhouses and agricultural credit. In addition,
ownership of some agricultural enterprises and production units were entrusted
to individuals. By these strategies, many sub-policies on agriculture were

developed and are summarized as follows:

Policies related to crop production

These were aimed at reducing the differences of production costs between
agricultural regions and adopting the principle of comparative advantage to
increase production. |

Policies on horizontal and vertical expansion
The govemment was interested in both vertical and horizontal expansion and
focused on the application of sophisticated methods and promoted agricuitural

extension.

Policies related to animal and fish production

The government’'s programme of animal and fish production was through the
construction of complexes for poultry and cattle in agricultural regions for the
production of poultry, eggs, beef, milk and yogurt. There was also fish
production complexes aimed at self-sufficiency in fish production (AOAD, 2000).
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Policies related to land resources .

The purpose of these policies was to classify agricultural lands according to with
their characteristics and processes of production. Fragile lands were identified
and farmers assisted in taking action to identify and improve lands suitable for
reclamation and aquaculture (AOAD, 2008).

Policies on animal and fish production

These policies were aimed at establishing production complexés for poultry,
cattle and sheep in most agricultural regions in order to provide poultry, eggs,
meat and milk. These complexes were designed to provide services to
fishermen, such as giving them licenses to practice the craft of fishing, providing
them with traps and harbours so as to produce an adequate amount of fish for
consumption (El Shiakhi, 2009).

Policies of crop structure

The aim of these policies was to reduce the differences in the cost of production
in different agricultural areas. For example, even though wheat was a strategic
crop, it faced competition from barley and fodder crops. A special fund was
therefore set up to promote the production of wheat and also provide it with a
guaranteed market price that gave the production of the crop a comparative
advantage over other traditional crops (AOAD, 2008).

Policies on water resources

The aim of these policies was to reduce the deficit in water requirement and
also minimize the deterioration of water quality. The policy focused on
consumer awareness creation, licensing restrictions on borehole drilling and
working in areas threatened by water shortages (AOAD, 2008).

Policies on pastoral and forest resources

The purpose of these policies was to protect pastures and agricultural lands
from encroachment of the desert through avoidance of over-grazing, increase
plant cover and work to restore and develop natural forests, which had been
exposed to erosion.

Policies on foreign trade of agricultural products
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The general principle of foreign trade policy in Libya at that time was based on
the principle of specialization in products with high Competitive advantage in
terms of both quality and quantity. The export development centre in Libya was
therefore established to regulate import and export operations and to identify
the main challenges to export and import processes such as quality, standard
specifications, marketing information, production and marketing costs (AOAD,
© 2008).

Agricultural production during this period, as shown in Table 3.8 below, saw an
increase in the production of vegetables and fruits, despite unfavourable
climatic conditions and the increase in population growth. Increases in the
production of grain, fodder, meat and dairy products were very limited (El
Messallati, 2007).

It can be argued that studies and literature focus on Libyan agricultural policies
are very rare. This research will be the first attempt to fill the current gap in the
literature. Few studies adopted a single perspective in assessing agricultural
policies such as El Messallati (2007), which focused on the importance of
agricultural policies in Libyan GDP. ElI Shiakhi (2009) focused on the
importance of pricing policies while Abdulgader (2005) conducted a study into
the importance of agricultural policies in food security.

Table 3.8 Agricultural production in Libya for the period 2000-20007 (1000 tonnes)

Crop . ‘

/Year 2000 2001 2002 2003 2004 2005 2006 2007
Wheat 64.00 49.00 54.00 46.00 61.00 48.00 46.00 42.00
Barley 264.00 230.00 | 263.00 175.00 132.00 | 234.00 240.00 | 244.00
Legumes 3.00 2.60 2.80 2.87 3.10 3.15 3.20 3.50
Vegetables | 1226.00 | 1226.00 | 1239.00 | 1256.00 | 1321.00 | 1254.00 | 1258.00 | 1260.00
Fruit 365.00 | 365.00 365.00 365.00 | 361.00 | 367.00 380.00 | 386.00
Olive oil 27.55 26.00 27.60 26.50 23.00 25.00 24.00 22.00
Meat 163.00 167.00 171.00 175.00 179.00 183.00 186.00 189.00
Dairy M.L 270.00 | 278.00 | 286.00 294.00 | 302.00 | 310.00 | 310.00 | 310.00
Eggs M 800.00 | 826.00 | 854.00 873.00 | 902.00 | 932.00 900.00 | 900.00

Source: El Shiakhi (2009)
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Accordingly, this study is the first attempt to assess the agricultural policies,
which is supported by a comprehensive perspective, based on tri-angulation
evidence. In addition, in the literature there was no accurate assessment of
methods of evaluation of agricultUral policies in Libya: thus, the involvement of
stakeholders in the assessment of agricultural policies in Libya in this study is
unique. Moreover, the review of literature shows that very little research has
been carried out to understand how agricultural policy formulation in Libya has
been based on the correct principles to achieve the objectives of agricultural
development. This study contributes to the academic and scholarly debates on
this topic, in a region that has, as yet, received no attention: Libya.

Finally, current literature on the Libyan context indicated that Libya adbpted two
main approaches to agricultural policies: medium-term approach (1973-1985)
and the annual approach (1986-2007) (Al Arbah, 1996; GPCT, 1996; EIl
Messallati, 2007; and El Shiakhi, 2009). Nevertheless, no studies have yet
attempted to address the impact of these approaches on the agricultural sector
in Libya and the reason behind the change in policy approach. In addition, no
studies have been conducted to understand and elucidate the decision making
mechanisms that operate in the Libyan agricultural sector, and thus this study is
may be considered the first attempt to address such issues.

3.4 Oil discovery and Libyan agricultural development
According to Ghanem (1985), oil was discovered in Libya in 1955 with

production starting in 1956. The first well was in the Western Fezzan. In 1961,
the first oil was carried by pipeline from an Esso allowance at Zalten to its ‘sell
abroad facilities’ at Marsa al Buraygah. In spite of providing direct employment
for fewer than 20,000 Libyans in 1984, the oil industry has been considered the

dominant field for the entire economy since the nineteen-sixties.

Since the nineteen-nineties, the implications of the discovery of natural
resources on the overall economy has been a matter of concern; and effective
ways of managing natural resources have been sought (Kasprzyk, 2011).
These have given rise to a considerable literature on the subject. Studying the
relationship between social and political structures, institutions and policy
options generally has been the main concern of the literature and this section
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pays particular attention to the Libyan experience with special emphasis on

agriculture.

Delvin and Lewin (2002) stated that there are a number of economies around
the world which find themselves in terrible economic circumstances and misuse
their resources in spite of the fact that they are supposed to provide the whole
population with comfortable living. According to Barnett and Ossowski (2003),
due to the difficulty of predicting highly unstable oil price revenues and the
necessity of planning for when the oil runs out, several problems have been
encountered by those oil-producing countries, particularly in the management of
their economies. Most countries in which natural resources, especially oil, have
been the discovered, suffer from problems in the long term development
process. This differs from those countries possessing other natural resources
such as agricultural products. Moreover, economies with large oil, gas or
mineral endowments suffer very high poverty levels (Lynn, 2005).

Fasano and Igbal (2003) noted that the positive effects, which began to appear
with the oil discovery, were accompanied by challenges. A call for a continued
fall in GDP, investment in human capital, and institution improvements was
made via the high-speed local labour force. Furthermore, Collier (2003) stated
that several developing countries have shown that natural resource revenues
have been a missed opportunity that has given way to stagnation and
corruption. According to Wantchekon (1999), these revenues gave rise to
incumbency advantage, weak democratic governance and socio-political
instability, which spread throughout the economy. He also proposed that the
level of dependency on natural resource revenues is the vital determinant of
African and Asian political regimes. Likewise, Subramaninan (2003) asserts that
due to poor economic management, many countries do not benefit from their oil

and gas endowment.

Apart from the iron ore found in the Wade ash Shati, in the south-central part of
Libya, few minerals in quantities sufficient for commercial use existed in Libya at
the time of independence. There was little energy potential due to the lack of
coal and hydroelectric power. In the modern sense, few exports existed

because of the lack of industry and limited agriculture: accordingly, it was not
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possible to initiate an exchange for the imported commodities the country
required. An additional problem during the nineteen-seventies was the dearth of
Libyan experts in the labour force. Moreover, at the time of the independence,
there was widespread illiteracy, a low-skilled labour force, and a lack of
technical and management expertise in organizations Ghanem (1985).
Consequently, Libya has long depended on the foreign workers in spite of
heavy government spending on the training of the Libyan labour force. The
number of nomadic and semi-nomadic people who lived in Libya was higher
than the settled population; and the high rate of birth further increased the

country's poverty.

According to El Messallati (2007) the rapid growth in population affected the
economy of agriculture and the inexperienced workers drifted into the city
centres, where there was a shortage of labour as well as unsatisfactory or
inadequately paid employment. One of the key problems that slowed
improvement in agriculture was the unavailability of cultivable land, due to a
lack of water supplies (irrigation) and poor utilization of modern farming
techniques. Agriculture had played an essential role in the improvement of the
Libyan economy, particularly at the time of independence. Tree crops and
livestock products provided raw materials for much of the country's industrial
sector, as well as exports, employing more than 70% of the labour force and
providing approximately 30% of the GDP, even though agriculture was mainly
reliant on climatic conditions. Degradation of cropland and overgrazing of
meadows, the use of primitive tools by farmers, and consequent soil erosion

were common.

Furthermore, most agricultural areas were operated on a tribal basis, and were
inadequately utilized. It was difficult for people to predict rainfall, which is scarce
and sporadic. Sometimes it was extreme and its use in irrigation was difficult
because it had turned saline in some areas. There was restricted potential for
irrigation and hydro-electric power due to lack of rivers. At that time, the plentiful
and bottomless water supplies situated in the lower Sahara had yet to be
discovered. Agriculture was still considered significant for employment
opportunities as it provided for many people in spite of its low contribution to the

GDP (EI Azzabi, 1974).
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The gap between Libya's requirements and its household resources was
bridged via international and other foreign organizations, such as those in the
United States, Britain and Italy from the nineteen-fifties up to the beginning of
the nineteen-sixties. Nonetheless, in order to place the economy on the path to
rapid self-sufficiency, the foreign community could not undertake an across-the-
board and continued expansion programme. Thus, it was difficult for the
country's administrative machinery to use all the available resources from
abroad during the nineteen-fifties (Vandewalle, 1996). Accordingly, Libya
started to develop along the lines of a double economy, a model in which there
emerged two separate economies, alongside one another - petroleum and non-
petroleum, particularly after the discovery of oil. The only link that appeared
between them was that the petroleum companies employed a restricted number
of workers and paid the government part of their profits in royalties and taxes.
Financial decisions, which influenced the activities of the petroleum economy,
came from outside the COuntry, not from the local non-petroleum economy
(World Bank, 1994).

Vandewalle (1996) states that the history of the independent Libyan economy
can be dated from the fall of the oil prices, as well as its entry into the universal
oil market in 1981, a period of over-abundance. This decrease in oil prices had
a real impact on the Libyan economy. Due to the price shock of the
Organization of Petroleum Exporting Countries (OPEC) in 1973, declining
Libyan oil revenues reached their lowest level in 1985. Furthermore, small
reductions in the Libyan economy were made due to the fall in oil revenue,
which was more than 57% of the entire GDP in 1980 and, from which, the
government had taken over 80% of its revenue in advance. Between 1980 and
1981, 14% was the average of the decreasing real GDP, which continued until
late 1986. In the late nineteen-eighties, the reversal of the negative trend in real
GDP development was unexpected. It was feasible to achieve an overwhelming
and a long-lasting success in the landlord-state due to the high importance of oil
within the world economy and the arbitrariness of geology in concentrating the
world's most productive reserves in a handful of third world countries (Ghanem,
1985).
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The World Bank (1994) indicated that the Libyan economy relied completely on
oil revenue; therefore, Libya became a small oil-producing developing economy
in the Middle East. Since it is a member of OPEC, providing oil to the world
market is one of its main roles. Producing considerably cheaper oil than many
other oil producers was due to some geological factors such as the location of
the onshore oil fields near Europe, flow of oil toward the sea and the
effortlessness of drilling (Alfourjani, 2005). The Libyan oil market has increased
because of the central geographical location of Libya, between the developed
economies in the West and the growing economies of North Africa, which
resulted in considerably lower transport costs. OPEC (2006b) affirms that every
member within OPEC produces about 7% or 1.7 million barrels of oil each day.
in late 2005, 41.5 billion barrels was the estimation of the Libyan oil reserves,
which is 5% of the OPEC members' reserves. The United Nations Security
Council (2003) aéserts that because of the international sanctions, the
economic condition of Libya deteriorated in the nineteen-nineties. In isolation
from the outside world due to UN sanctions in 2003, the continuous
improvement of the Libyan market economy has been slow and unreliable in
spite of the country's re-joining of the international community and the measures
adopted to change and open up its economy.

To meet the requirements of Libya's fast growing labour force, powerful and
constant economic development is necessary. This could be achieved with high
investment in physical and human capital and a better-organized utilization of
the country’s resources. High oil prices have their own impact in accomplishing
such goals. Vandewalle (1998) points to the harm done to the non-oil sectors of
the Libyan economy by its oil sector during the hydrocarbon booms. By the
beginning of 2010, it was projected that oil production in Libya would increase
sharply, as high as at its peak in the nineteen-seventies, at 3.3 million barrels é
day. Yahay (1980) and Abohobiel (1983) stated that as long as Libya relied on
its oil revenue, oil price fluctuations would have a strong impact on its economy.
Various researchers have conducted studies related to the effect of oil price
variation on the economic performance of Libya. According to Hunt, Isard and
Laxton (2002), it is possible for a high oil price to affect the economic activity via
- various channels, the labour market being one of them. However, the -

international Monetary Fund (2008) declared that there is a lack of
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diversification in the Libyan economy, so it is difficult to decrease its
dependency on the oil sector. Decreasing its dependency on short-lived and

potentially volatile oil revenue is one of the hard tasks faced by Libya.

Therefore, ensuring a stable rise in the living standards of the Libyan population
requires managing the revenue in a way that permits for the diversification of its
economy. Since the oil sector does not provide much employment, it only
employs 11% of the Libyan force, and due to the nature of the boom, it is
necessary for Libya to diversify its economy. Managing the transition from a
planned to a market economy and dealing with this oil wealth are two problems
facing Libya (Vandewalle, 1998). Currently, Libya has used its windfalls and
avoided the possible dangers of its oil discovery. This is considered to be the
first step on the pathway to market improvements. In short, key to assisting the
improvement of the Libyan economy is the oil sector, particularly as it provides
the monetary excess to finance socio-economic development plans. Oil
revenues have led to a wide change in all economic functions of the country's
population and physical resources; and these have influenced all aspects of life
for the Libyan population. Such change leads to a number of unified factors
(Ghanem, 1985).

One of these consistent factors is the government interference strategy, which
has played a major role in the grand changes of growth in the Libyan economy
since 1970. This distributed enormous funds to productive sectors such as
agriculture, industry, tourism and infrastructure, which, in turn, during the
national social-economic growth plan 1970-1985, transformed the country's
economy from a traditional to a modern, more diversified economy (Alfourjani,

2005).

In conclusion, considerable controversy still rages about the resource curse, or
the so called 'Dutch Disease'. Ammani (2011), Stevens (2003), Martin and
Subramanian (2003), Gylfason (2006), and McPhail (2008) argued that despite
the fact that the discovery of oil brought many benefits to the economy, at the
same time it also presented many challenges to other sectors, including the
agricultural sector. No study has yet been carried out to show how oil sector

impacted on the performance of the agricultural sector in Libya. Moreover, no
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study has been carried out to show that, due to the discovery of oil, agriculture
is no longer constitutes the focal point of economic policy in many Middle

Eastern countries.

3.5 Chapter summary
Few studies adopted a single perspective in assessing agricultural policies in

Libya. Instead they have examined them by considering: the importance of
agricultural policies to the Libyan GDP, the importance of pricing policies, and
the importance of agricultural policies in food security: no study has yet
undertaken a comprehensive assessment of Libyan agricultural policies and the
involvement of stakeholders in the assessment of agricultural policies in Libya:
accordingly, this study is unique. Moreover, the review)of literature shows that
very little research has been undertaken to establish how agricultural policy
formulation in Libya has been based on principles suited to achieve the

objectives of agricultural development.

The current literature on the Libyan context indicates that Libya has adopted
two main approaches to agricultural policy: the medium-term approach, which
was in place from 1973 to 1985; and the annual approach, effective from 1986
to 2007. However, no study has yet aimed to address the impact of these
varying approaches on the agricultural sector in Libya, and the reason behind
the change of approach to policy. In addition, no research has yet been
conducted to identify and outline the mechanism of decision-making in the

Libyan agricultural sector.

In addition, a considerable and controversial debate about the resource curse,
or ‘Dutch Disease’ as it is sometimes called, has concluded that despite the fact
that the discovery of oil has brought many benefits to the economy, it has at the
same time also presented many challenges to other sectors, including the
agricultural sector. It has been noted that agriculture is no longer central to the
economies of many Middle Eastern countries. This is due to the discovery of oll,
and the fact that many Middle Eastern countries now rely heavily on oil as a

source of their GDP.
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The critical assessment and analysis of literature, outlined in Figure 3.6 below
will be conducted using the tri-angulation process, in Chapter Four, that is, the
methodology chapter. In Chapter Seven, the literature findings will be examined
alongside and in relation to the research findings presented in Chapters Five

and Six.

Key theme from th
research literature

Issues in relation to
the Libyan case study

Questions posed of
stakeholders and
policies

Figure 3.6 A critical assessment and analysis of the literature
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CHAPTER FOUR: METHODOLOGICAL APPROACH

4.0 Introduction
This Chapter discusses the research methodology that was adopted to answer

the research questions. The researcher adopted a pragmatic philosophy in
order to fully explore the research questions. The research design, the
guantitative and quantitative data collection methods adopted is discussed in
the sections of this chapter. The process of reviewing public documents to
collect information on current agricultural polices is also explained and ethical
and professional issues associated with the  conduct of the research are

presented in this chapter.

4.1 Research Scope
The Libyan agricultural sector has undergone many policy changes during the

last three decades. In the initial period 1973-1985, a set of policies, plans and
agricultural programmes were implemented: these were from the three-year
plan (1973-1975) and the two five-year plans (1976-1980 and 1981-1985).
However, since 1986, a longer-term strategic approach involving annual
implementation has been used for the sector. This research will be divided into
two periods in order to analyse the different approaches to agricultural policies
that have been applied during these respective periods: the two periods are the
1973-1985 and 1986 and beyond.

4.2 Research philosophy
According to Johnson and Clark (2006), selecting appropriate philosophy for

research is one of the most important steps of the scientific research, because it
has essential impacts on the next steps of the research. Hughes (1994) also
pointed out that the philosophy of research helps to identify the appropriate
methods to use in a research project. Research philosophy can be divided into
four types according to Saunders, Lewis and Thornhill (2009). The four types

are positivism, realism, interpretivism, and pragmatism.

These benefits will be explored to achieve the aims of the research. Pragmatic
philosophy research approach has been chosen for this research and is based

on the claim by Halter and Jack (1961) that a pragmatic philosophy is most
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appropriate for agricultural economic research aimed at formulating objectives
of agricultural economies. Thus, pragmatic philosophy is appropriate for
achieving the aims of the study. Pragmatic philosophy has been chosen for this
research due to important benefits of the philosophy, which are:

1) The research results can be combined and compared

2) It allows assessment of the research issue from different perspectives
3) Compensates for weaknesses in quantitative or qualitative data

4) It helps to uncover inconsistencies on the same research issue.

4.3 Research approach
Adopting a pragmatic philosophy for the research allows the use of a mixed

methods approach in data collection. Tashakkori and Creswell (2007) defined
this approach as “research in which the investigator collects and analyses data,
integrates the findings, and draws inferences using both qualitative and
quantitative approaches or methods in a single study or program of inquiry”
(p.4). Mixed research method is a useful approach because it allows a
researcher to use different data collection methods to improve the validity of
collected data. Denscombe (2008) stressed that using more than one method
has the advantage of providing a fuller or more complete picture about the issue
that is being studied. For instance, the use of questionnaire alone cannot
provide the same depth of information as semi-structured interviews. Therefore,
researchers can integrate both the quantitative and qualitative approaches in
data collection in their research, when they cannot depend on either one of
them (Bryman, 2008). Bryman (2006) stated that many researchers have
stressed that both quantitative and qualitative research can be integrated at
different stages of the research process: formulation of research questions;
sampling; data collection and data analysis. The use of the mixed methods

approach improves the quality of the research (Gorman and Clayton, 2005).

The reason for choosing a mixed method approach for this study is that it allows
flexibility in the reliable testing of theory; interpretation and prediction of
observable facts (Collis and Hussey, 2003; Saunders, Lewis, and Thorn hill,
2009). The mixed method approach uses both deductive and inductive
methods. The value of the hypothetico deductive approach is providing ability to

use of previous researchers work. in addition, using quantitative approaches
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can have many benefits such as allowing the researcher to make inferences
about a large group of elements by studying a relatively small number selected
from a larger group (sampling technique) (Bryman, 2008).The deductive
approach is characterized by a set of properties such as the method for
gathering quantitative data, making numerical estimates and statistical
inferences. On the other hand, inductive approach is more commonly used in
qualitative research (Strauss and Corbin, 1990).

The value of the hypothetico-deductive approach enables the researcher to use
the work of previous researchers. In addition, using quantitative approaches can
have many benefits such as allowing the researcher to make inferences about a
large group of elements by studying a relatively small number selected from a
larger group (sampling technique) (Bryman, 2008).The inductive approach
helps the researcher in facilitating the understanding of complex data and
information through categorization or summarizing data into themes. Thomas
(2003) stated that the main purpose of the inductive approach is to transform
raw data into a brief text or to link the summary of research results that were
obtained from the raw data, with the objectives of the research. Thus, for this
' study, using different sources of data enabled the collection of a large quantity
of data on a wide range of elements from a sample of the research population,
about which generalizations could be made. It is more practical to adopt both
deductive and deductive approaches to data collection in this research in order

to achieve the aims and objectives of the research.

4.4 Research strategy
The main objective of the study is to explore the issues of agricultural sector

development with regard to government policies in emerging economies and to
address this issue through a case study of Libya by exploring the role of
agricultural policies in the development of the sector. The aim of the research is
also to make recommendations that will help improve the performahce of the
agricultural sector in Libya, which has seen changing agricultural policies over
the years. Data collection for case study includes interviéws, guestionnaire
observations, and documentary data analysis (Saunders, Lewis and Thornhill,
2003). Data collection techniques applied in this research included documentary
data and primary data, collected through a variety of sources using quantitative

survey and interviews. Details of these are described in Section 4.5 below.
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Libya was used as a case study in this research since the researcher is a native
of Libya and thus was very conversant with the research context. A drawback
with this strategy is that a generalization of findings may have challenges
because the research focused on the details of a particular issue under study
within certain circumstances (Stake, 1995). To overcome this challenge the

researcher triangulated déta from different pérspectives tb be able to generalize |
the finding and the recommendations to similar countries that have similar

condition of Libyan economy.

4.5 Research method
The use of appropriate research methodology is essential for the effectiveness

- of any research. 'The researcher has to know and select the appropriate
method for addressing the needs of the research question and has to make a
decision and choose the right method for the study' (O’Leary, 2004, p.162).
Particular attention was paid to the methods used to gather information in this
research (See’ Buckley, 2007).

Strauss and Corbin, (1990, p.17) point out that there are many reasons to rely
on qualitative research methodology. Qualitative research methods are used to
interpret the phenomenon in greater detail and depth than previously known
and can also obtain additional information and lead to further unanticipated
~insights. Through qualitative research, one can obtain more in-depth information
than that which could be obtained from quantitative research (Strauss and
Corbin, 1990). In addition, qualitative research is useful in order to investigate
what variables could be tested later in the study or in further research, or where
quantitative methods are not able to describe and interpret a particular
phenomenon. In terms of the methods used in qualitative research, they are
characterized by the openness of response. In interviews, for example, the use
of open questions gives the respondent the opportunity to respond freely;
closed questions on the other hand impose a limit on the response or restricting
respondents to selecting from among several answers. Open questioning also
gives the researcher the opportunity to receive feedback from participants

through questions such as "how and why’.
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4.6 Mixed methods approach
In order to achieve the objectives of the research, a mixed methods approach

was adopted. The reason for adopting a mixed-method approach for this
research was to gain a fuller understanding of the research problem. Again, the
use of mixed methods in this research was to allow the use of multiple data
sources with similar foci to obtain diverse views about the research problem for -

the purpose of validation.

4.6.1 Interview with farmers
Testing people's opinions about certain aspects of the subject was a major part

of the data gathering for this research. Individual interviews were considered as
an appropriate approach instead of focus group interviews since it would have
been difficult to get the interviewees in one location at the same time. The
selected methods used will help answer the research questions and to achieve
research objectives.

Interviews were conducted with farmers who were selected non-randomly
based on the diversity in the nature of activities of the farmers such as irrigated

or rain-fed farms and livestock farms.

4.6.2 Questionnaire survey with policy makers and farmers
The questionnaire survey was considered an appropriate method because of

the expected high number of respondents (policy makers and farmers) that

were involved in the research.

Both interviews and questionnaires were used to collect data in the research
because the kind of data collected from questionnaires is distinct and different
from those obtained by interviews, observation, or from reviews of documents.
The information from questionnaires tends to fall into two broad categories:
'facts’, which do not require much in the way of subjective judgement or
personal attitudes on the part of réspondents. In addition, questionnaire survey
is appropriate when gathering information from large numbers of respondents
(Denscombe, 2008).

4.7  Site selection ,
In order to carry out the research, a site had to be chosen. The Al Jabal Al

Akhder region was selected for this research. This region was selected for

several reasons. First, the climatic conditions and natural resource endowment
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make this region one of the largest agricultural areas in Libya. Second, more
attention has been paid to this region regarding agricultural policies and
programmes due to the availability of agricultural lands and appropriate

amounts of rain for agricultural activity.

The Al Jabal Al Akhder region is a mountain range along the northern coast of
North-eastern Libya. It is located approximately 31° N, and 23° E, with a total

area of about 20,000 km2 The region is labelled as 1 in Figure 4.1 below.
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Figure 4.1 Map of Libya showing Al Jabal Al Akhder Region

Source: El Messallati (2007)

The population of the Al Jabal Al Akhder region is estimated to be about 725
thousand inhabitants according to the general census taken in the year 2009.
The area is an important for grain production because of a favorable climate
and high rainfall: the average rainfall in amounts to about (200-550) mm per
year (Simpson and Hunt, 2009). The cultivated area of barley varies from year
to year, reaching about 57.5% of the total cultivated area of Libya. Thus, the Al
Jabal Al Akhder region is an appropriate area in which to conduct studies on the

Libyan agricultural sector.
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4.8 Sampling process
This section discusses the sampling techniques used in the selection of

respondents for this research. Sampling is the process whereby part of a
research population is selected for a research. A sample is defined as a group
of respondents from whom important information can be obtained about a study

and that information has to reflect the population's views (Webster, 1985).

4.8.1 Interviews with farmers
Interviews were conducted with farmers on the assessment of agricultural

policies. Due to political conditions in Libyan during the period of field study
(Revolution of 17th February), only 10 farmers were chosen as a sample from Al

Jabal Al Akhder region.

4.8.2 Questionnaire survey with policy makers
Twenty respondents were selected from the Ministry of Agriculture, Agricultural

Bank and the Agricultural Research Centre. To get a comprehensive
assessment for agricultural policies, census survey has been adopted in this
study where all members of the committee have participated. Table 4.1 below

shows details of respondents selected.

Table 4.1 List of research participants
Number Description
1 1 Minister of Agriculture
2 1 Manager of the Agricultural Bank
3 10 Advisers of the Ministry of Agriculture
4 1 Director of Agricultural Research Centre
5 7 Advisers of the Agricultural Research Centre.
Total 20

4.8.3 Questionnaire survey with farmers
There are many factors that can be used in selecting a sample size. For

instance, study purpose, population size, risk of bias and allowed error
(Thompson, 1999). According to Israel (1992) there are three types of strategy
to determine the size of a sample, namely: 1) a census for small populations 2)
a sample size of a similar study 3) using published tables. The size of the

sample used in this research was based on published table of farms by the
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Ministry of Agriculture. The number of farms in the study area, Al Baida, is 445
according to the table. This is the main agricultural area and represents about
46.21% of total farms in the Al Jabal Al Akhder region (E! Shiakhi, 2009).

The sample for research was selected according to the experience of farmers in
order that they may be able to comment on the implication of past policies on
agricultural activities. Time and the effort were the most restrictive factors in
increasing the number of participants because it takes a long time to conduct
interviews and, in addition, the period of fieldwork was during the events of the
Arab Spring revolution in 2011. Questionnaires were distributed to farmers
using a non-random sampling method. The questionnaires were designed to:

o Assess the agricultural policy and its impact on performance at farm level
¢ Examine the state's interest in the agriculturél sector at the farm level.

o Determine the nature of the agricultural decision at farm level.

o Identify the relationship between officials and small farmers.

o Evaluate farmers’ participation in agricultural decision.

Questionnaires were also distributed to a second research sample was made
up of fifty farmers from the Al Jabal Al Akhder region. These questionnaires
were aimed at obtaining information of the agricultural sector at farm level, the
farmer’s assessment and vieWs on agricultural policy, and the challenges they
faced in engaging in agricultural activities. Copies of the questionnaires are
attached as Appendix A.

Questionnaires were distributed to the respondents. The questionnaire was
developed using a Likert and rating scales, which helped the respondents to
explain their opinions in terms of strength and direction. (See, Saunders, Lewis
and Thorn hill, 2009). Therefore, the questionnaires were distributed and
collected personally. The questionnaires were distributed and collected

personally by the researcher.

4.9 Document analysis
Another data collection tool used for the research was document analysis.

Document analysis is a research tool, which allows researchers to analyse
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written materials related to the area of research. This method involves reading
and analysis of specific documents such as public records, the media, private
papers, biographies and visual documents (Saunders, Lewis and Thorn hill,
2009). As part of the research, agricultural policy documents were analysed to
find out how and why they were formulated and implemented.

The researcher used this method to collect data in order to create a time series
for some indicators such as GDP, agricultural GDP, per capita of agricultural
GDP, cultivated areas, loans, employment and agricultural exports and imports.
The time series will help evaluate the performance of the agricultural sector,
identify the general trends of the above indicators and to find out the impact of
agricultural policies on the performance of agricultural sector in different time
periods. The documents used in the research were collected from the Ministry
of Agriculture, the Central Bank of Libya and from international sources, such as
Arab Organization for Agricultural Dévelopment and the Food and Agriculture

Organization.

The researcher reviewed the documents in order to understand the
development of agricultural policies and their contribution to the Libyan
-economy and the possible influence policy changes had on agricultural
performance.

4.10 Data analysis strategy

This section introdhces how the data collected were analysed to assess the
performance of the agricultural sector. Statistical Package for the Social
Science (SPSS, version19) has been used in the analysis process

Some performance indicators related to agricultural resources and others
related to the contribution of the agricultural sector at the macroeconomic level
during the two periods of the study were analysed using statistical and
econometrics tools. Table 4.2 shows the analysis techniques used which

includes:

e Time Series

e Linear Regression

e Multiple Regression

e Binary Logistic Regression

¢ Cobb Douglas Function
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Table 4.2 Techniques and the variables used
Technique Variables The purpose Type of used data

Agricultural resources To examine the agricultural Documentary data
(human resources, capital resources in terms of trends and
resources and land evolution over the time periods
resources) of study

Time series Agricultural GDP To assess the agricultural Documentary data
Per capita of agricultural performance at macro level in
GDP terms of trends and evolution
Agricultural imports over the time periods of study
Agricultural exports

Linear regression GDP and agricultural GDP To assess the relative Documentary data

importance of the agricultural
sector in the Libyan economy
{GDP)

Agricultural performance
and socio-economic

To examine the relationship
between annual gross sales and

Questionnaire data

Multiple factors age, level of education and
regression experience
Agricultural performance
and agricultural factors To examine the relationship
between annual gross sales and
farm size, number of workers,
fertilisers, and agricultural
policy
Agricultural performance To investigate the relationship Questionnaire data
at farm level and some between agricultural
Binary logistic factors related to performance at farm level and
regression agricultural policy. state interest, infrastructure,
cooperative societies and
market conditions
Agricultural performance To investigate the relationship
at farm level and between agricultural
agricultural policy performance at farm and level
agricultural policy
To assess the returns to scale at | Documentary data
Cobb Douglas macro level
function Labour and capital To determine the production

stage

To identify the importance of
capital resources in agricultural
production.

To clarify the relationship
between agricultural inputs and
outputs

Coverage rate

Agricultural exports and

To examine the agricultural

Documentary data

imports trade situation
Correlation All variables To determine the relationship Documentary data and
coefficients between variables Questionnaire data
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4.11 Reasons for using selected techniques

4.11.1 Time series

Time series is a significant method that assists in the understanding of data
trends. it is an important method that enables modelling and forecasting and
simulating the data to better predict the future. It can help in the understanding
of the impact of other factors like recession and unpredicted disaster and
market conditions. According to Tsay (2000), the usage of time series as a
statistical analysis method for economic data started in 1927. Time series

analysis has been used for the following purposes:

- 1. To examine the dynamic structure of a process.
2. To understand the dynamic relationship between different variables.
3. To achieve and perform seasonal adjustment of economic data such as
gross domestic product and unemployment rate.
4. To develop and increase regression analysis when the errors are serially
correlated.

5. To create point and interval forecasts for both level and instability series.

in Econometrics, the relationships between economic variables proposed by the
economic theory are usually studied within the framework of linear regression
models. The data of many economic and business variables are collected in the

form of time series

The time series technique has been deployed in this research because it is
concerned with the impact made by varied and different approaches of
agricultural policies on the Libyan economy. This technique allows the
researcher to estimate not only a mean and standard difference but also to
identify correlations between observations separated in time. The time series
approach can be a useful tool as it allows the researcher to achieve the

following:

1. Analyse the complexity of the Libyan agricultural economy.
2. Achieve better evaluation of the relationship between the agricultural

economy and GDP.
"85



3. Understand the relative importance of agricultural GDP and per capita of
agricultural GDP over the time and how the trend has been growing over
the period of time.

4. Identify the intention of quantifying the breaks that enter the regression

equation and the characteristics of the changes in the trend lines.

From the foregoing, the use of the time series technique helps the researcher to

understand:

1) The changes that occurred in agricultural Gross Domestic Production and per
capita of agricultural production

2) The impact of changes in agricultural resources on productivity.

3) Assess the significance of the regression equation that leads in turn to an
identification of the periods that have to be considered and to an investigation of
the impact of those policies in the performance of the agricultural sector in those
periods.

4) The changes that occurred in the Libyan food situation and agricultural trade

balance.

4.11.2 Regression analysis
Regression analysis is used by the researcher to explore the impact of the

agricultural sector on Gross Domestic Production. (See Wilfred and Edwige,
2004; Lee and Min, 2001; Nademi and Nasiri, 2011)

This was done through the use of the formula below:

gdp =bo+ bXxY + u.. Where:-

bo = Fixed value in the function

bl = Regression coefficient, the relationship between the AGDP (Y) as an
independent variable and Gross Domestic Product (GDP) as a dependent
variable, which reflect the impact of AGDP on GDP, or the change in the GDP
due to change in AGDP by one unit.

Y =value of AGDP in M.LYD.

u =Random variable, and reflects the impact of factors that were not

included in the function.
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Regression analysis is used to investigate the impact of agricultural policies on
performance at farm level. The variables are divided into economic and social
factors such as age, level of education and experience as well as factors related
to the agricultural process, such as farm size, number of workers, and
production. Other factors analysed using this technique related to agricultural
policies such as the state's interest, market conditions and the role of

cooperative societies.

Prior to the regression analysis, descriptive analysis was used to determine
similarities and differences among used variables. In addition, correlation
coefficient is used to determine the nature and direction of the relationship

between variables that affect performance at farm level.

According to Agresti (1996), regression is commonly used to investigate the
relationship between economic and social variables, but the nature of the
technique used is based on collected data. Tranmer and Elliot (2008) note that
multiple linear regression may be used to investigate the relationship between a
continuous (interval scale) dependent variable, such as income. However,
socio-economic variables are very often categorical, rather than interval scale,
they noted that in many cases researchers focus on models where the

dependent variable is categorical’ (p.20).

The researcher used continuous (interval scale) dependent variable (annual
gross sales), which reflects the performance of the farm, and some independent

variables such as farm size, number of workers and value of used fertilizers.

The performance at farm level as a dependent variable was expressed
categorically (yes, no), therefore, logistic regression has been used to
investigate the relationship between the performance at farm level and some
independent variables, such as the state's interest, market conditions,
infrastructure, and cooperative societies.

In addition, logistic regression has been used to investigate the relationship
between the performance at farm level and agricultural policies as independent

variable.
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4.11.3 Cobb Douglas Function
Agriculture plays a vital role in changing the nature of any country’s economic

growth. This function finds the relationship between the economic growth and
agriculture. Although the businéss literature is occupied with theories that
present different economic perspectives, the Cobb Douglas production function
is considered to be one of the most commonly used theories. The conventional
form for this model is represented as:

Y=ALaKp
Where, L symbolizes labour; K stands for capital, A, a, and B are parameters,
and 0<a<1, 0<B<1. A is generally defined as technical parameter,. a fs the
productive elasticity of labour, and @8 is the productive elasticity of Capital, that is
the proportions of labour and capital in the production process, a is the
proportion of labouring in total product, B the proportion of capital income in total
product. p is random error, where it has a normal distribution with mean zeros

and variances.

According to Zaman et al. (2007), several changes have occurred in the
agricultural production model due to a number of factors such as intermediate
consumption and technological progress. Liu and Wang (2005) added two other
factors, which they thought would have impact on agricultural growth in Hubei
Province (information technology and non-technological advance factors). Also,
Muhammad, Munir and Kalbe (2003) argued that availability of water and
cropping intensity should be considered as the most important factors. The
researcher defines Libyan agricultural long-term production function as a Cobb-
Douglas production function.

4.12 Ethical considerations
According to the Social Research Association (2003), there has been a

remarkable increase in attention paid to ethical considerations due to changes
in the concept of human rights and the protection of data; all these changes
seek to increase the level of ethical standards regarding how to deal with
research participants. Ethical issues that must be taken into account are
confidentiality and the risks to interviewees. Gray (2004) noted that research
respondents 'should not be harmed or damaged in any way by the research. It

is also important that interviews are not used as a devious means of selling
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something to the respondent' (p.235). According to Saunders, Lewis and
Thornhill (2009), the general ethical issues that should be taken into account
are privacy, voluntary nature, consent, deception, confidentiality, anonymity,
embarrassment, stress, harm, pain, objectivity and quality of research. Ethical
issues arise at a variety of stages in many research projects. They cannot be
- ignored because of the direct relationship between 'the integrity of a piece of
research and of the disciplines that are involved' (Bryman, 2004, p.505).
According to Diener and Crandall (1978), ethical principles are mainly
concerned with four areas:

Whether there is harm to participants.
Whether there is a lack of informed consent.

Whether there is an invasion of privacy.

O h =

Whether deception is involved.

Although it is hard to identify the line between ethical and unethical issues in
research, the researcher endeavoured to protect and respect all participants.
During this research, the semi-structured interview was the most sensitive part
that required ethical considerations on the issues raised above. To ensure that
these issues were addressed in this research, the following factors were
considered.

e Though the interviews were recorded with the permission of the
participants, their names will not be mentioned in the data analysis.

¢ The data collected will be for the purposes of scientific research only.

¢ Al responses will be confidential. .

e The participants are allowed to answer the questions with their own
freewill.

¢ Participants have the right to refrain from responding and withdraw at
any time during the research.

¢ The recording tools, which were used in the interviews, are highly quality
and reliable, and the recorded information will be preserved and access

to it will be reserved solely to the researcher and his academic team.
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e All matters of social culture nature were respected and monitored since
the researcher wanted to avoid any interventions that may affect the
value and validity of the data.

4.13 Research limitations
The common research constraints of finance, time and access limited the scope

and scale of this study. In order to manage these constraints, the fieldwork was
conducted with farmers in one particular agricultural region. Availability of
secondary data was one of the difficulties encountered in this research due the

lack of proper information storage and retrieval systems.

Developing a research strategy for collecting primary data in the Al Jabal Al
Akhder region was a difficult and lengthy process; even more than expected
due to the “Arab Spring”. It was hard work with correspondence, arranging
meetings, and discussions with key stakeholders. It was difficult to focus on the
area of the research by asking specific questions that examined the importance

of agricultural policy and its important role in agricultural production.

. 414 Data triangulation

Information and data were gathered from a number of distinct sources. Firstly,
an in-depth literature review helped to identify critical questions that set the
context of the research. Then opinions and information were gathered from two
separate cohorts in terms of stakeholders in Libyan agriculture and with
distinctive roles and concems in terms of Libyan agricultural policies. The
stakeholder analysis identified the governmental and agency officers and staff
as key stakeholders in the formulation of policy. The farmers were identified as
key stakeholders in terms of policy application and their outcdmes. Along with
these sources of data, a rigorous and comprehensive gathering and critical
analysis of documents was carried out. The researcher will triangulate data from
all the sources described above as depicted in Figure 4.2 below in order to have
a better understanding of how policy formulation and implementation has
impaCted on the Libyan agricultural sector.
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Policy makers -
government & ministry
officers and staff

Policy receivers and Policy, strategy

implementers - farmers documentation and
study region governmental reports

and monitoring

Figure 4.2 The process of triangulation (from Rotherham pers. comm.)

4.15 Chapter summary
A pragmatic philosophy was adopted for this research in order to fully explore

the research questions. Thus a mixed methods approached was used in the
collection of data. The collected data was triangulated in order to achieve the
research aims of assessing the impact of changing agricultural policies on
Libyan agricultural performance. The researcher adopted a pragmatic
philosophy and a mixed methods approach because of the diversity and
multiplicity of data, both quantitative and qualitative (documentary data,
qguestionnaires and interview that could be used to explore the research topic.

The chapter introduced some statistical and econometrics tools to be used to
analyse the data collected. These included Time Series, Linear Regression,

Multiple Regression, Binary Logistic Regression and Cobb Douglas Function.

The next chapter analysis the data gathered through the review of documents
related to agricultural policies and the performance of the agricultural sector in

Libya.
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CHAPTER FIVE: AGRICULTURAL RESOURCES AND THE
PERFORMANCE OF THE AGRICULTURAL SECTOR IN LIBYA.

5.0 Introduction

The first part of this Chapter examines agricultural resources in Libya with
regard to agricultural development. This is in line with the second aim of the
research, namely to examine the key factors that influence the development of
the agricultural sector in Libya.

The chapter also examines the impact of the two approaches (medium term and
annual) to agricultural policy formulation in Libya for the period 1973 to 2007 on
the performance of the agricultural sector. Agricultural policies within the first
period 1973-1985 were of a medium term nature whilst agricultural policies
within the second period 1986-2007 were annual in nature.

5.1  Agricultural resources in Libya

Economic resources have vital influences because of their close association
with economic progress in all states (Gylfason and Zoega, 2002). Recently,
economic resources have received great attention worldwide for reasons such
as the rapid increase in population, which has led to a dramatic increase in
demand for various goods and services. Economic resources are defined as
any type of work or human effort or land and capital that are used for the
production of various goods and services. Thus, economic resources are assets
with economic value (lkerd, 1997). The availability of economic resources has -
an effect on the level of economic activity and on growth, as there is a linkage
between the availability of economic resources and the rate of exploitation on
the one hand, and the level of economic activity and growth rate on the other.
Generally, the size of economic resources gives greater flexibility in the
exploitation of these resources, which facilitates further economic progress
(Mogalad, 2000). Economic resources include human resources, capital, land

and water. The following sections examine these in detail.
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5.1.1 Human resources

Economic and social development is closely linked to the human element in all
working areas. The preparation of labour, training and rehabilitation is one of
the important stages in investment of available resources. Moreover, the link
between human development and economic development is essential and
important for the formulation of development plans. The level of employment is
an important economic and social indicator, which measures the level of
economic growth (Ranis, 2004). The size of human resources depends on the
population and the rate of population growth (Purcell and Boxall, 2003).
Furthermore, human resources are the most essential economic resources,
which can be exploited as a source of production on one hand and the source
of demand for goods and services on the other.

The study of population in relation to égricultUraI development has great
importance and the distribution of age composition is a fundamental factor in
the planning of economic and social development. In Libya, the average total
employment during the period 1973-1985 as shown Table 5.1 was about 825.1
thousand workers (30.7%) of the total population. On the other hand, the
average number of total employed during the period 1986-2007 was about 1.3
million workers (12.3%) of the total population.

Using the equation of general time trend on the figures in Table 5.2 there was a
statistically significant increase in the total number of people employed in the
Libyan economy of about 39.56, 49.01 thousands annually. This increased
amounted to about 4.8% and 3.6% from the annual average of total
employment during the two study periods respectively.

Table 5.2 also shows agricultural labour during the period 1986-2007
represented by a quadratic equation which explains that the annual change
fluctuated between the ups and downs, the equation also illustrates that the
number in agricultural labour increased by 14.54 thousand and then decreased
by 0.87 thousand, representing about - 4% of the annual average.
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Table 5.1 Population and the relative importance of the agricultural labour force in Libya during the
period of 1973-1985 (1000 Inhabitant)

“Year Population Total labour % of total Agricultural % oftotal
labour force Iabour force
force population
1973 2052.40 538.10 26.20 129.00 24.00
1974 2128.80 607.20 28.50 131.40 21.60
1975 2228.90 677.40 30.40 133.40 19.70
1976 2322.80 732.70 31.50 141.20 19.30
1977 2420.60 764.80 31.60 144.90 18.90
1978 2522.60 772.70 30.60 147.90 19.10
1979 2628.80 789.00 30.00 150.10 19.00
1980 2739.60 812.80 29.70 153.40 ) 18.90
1981 2855.00 946.60 33.20 162.40 17.20
1982 2970.20 1083.70 36.50 167.50 15.50
1983 3100.50 1179.50 38.00 173.00 14.70
1984 3231.10 927.10 28.70 185.50 20.00
1985 3322.80 894.20 26.90 177.60 19.90
Average 2655.70 825.06 *30.70 153.60 *18.90

Source: GPC, Management Plans and Programmes, Economic and Social Indicators (1962-
2000) .Tripoli, Libya, 2001; GPC: the Economic Development of Libya (1970-2003), Eimessallati
(2007).

Table 5.2 Result of statistical analysis for the equations of the general time trend of the total labour force
and agricultural [abour during the periods 1973 - 1985 and 1986 — 2007

Statement Equation number Equation r
4-1)* Y =548.09 + 39.56 X 0.73
Total labour force (4-2)** Y = 766.58 +49.01 X 0.85
(4-3)* Y=22133+461X 0.96
Agricultural labour force (4-4)** Y =151.03 +14.45X-0.87x° 0.72
* The first period (1973-1985) ** The second period (1986-2007)

Figure 5.1 below shows that the number in agricultural labour decreased after
2000, due to the economic policies pursued in that period. The reason behind
the decline of agricultural labour may be the great expansion in the use of
modern methods and farm mechanization, together with the reluctance of young
workers to engage in agricultural activity. Combined, these factors led to a

decline in the proportion of agricultural labour.
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Figure 5.1 Population and agricultural labour force 1986-2007

Source: Table 5.1
5.1.2 Capital resources

Zaman et al. (2007) defined capital resources as machinery or tools/funds
which help labour to transform natural resources into final products such as
roads, machines, buildings, facilities, and commodities under storage for the
purpose of increasing and expanding production. Capital resources contribute
to increase economic growth through increased rates of use of existing
capacities and improving production technology. Moreover, technical progress
leads to increased productivity of resources, including capital, and also leads to
increased production without the need to increase the economic resources
used. According to Abdulgader (2005), the Libyan economy is characterized by
the availability of financing potential compared to the economies of other
developing countries. This is because the state has been able to use oll
revenues to finance economic and social development and infrastructure
construction. Thus the oil sector played a key role in economic development

during the early stages of development planning (El Messallati, 2007).

Table 5.3 below shows that development allocations reached about 59,503.9
M.LYD during the period of (1973-2007), while in the period 1973-1975 the
allocations were approximately 2,586 M.LYD, with an implementation rate about
85.2%. Development allocations increased during the period of 1981-1985 to
about 11,780 M.LYD, with an implementation rate of 90.8%
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Table 5.3 Allocations and actual expenditure on development in Libya during the period 1973 —

2007 M.LY.D
% of
Period Allocations Expense ,
implementation rate.
1975 -1973 2,585.9 2203.0 85.2
1980-1976 8,813.2 8259.0 93.7
1985 -1981 11,780.0 10692.8 90.8
1990 -1986 7,075.6 41533 58.7
1995 -1991 5,349.5 2351.0 45.7
2000 -1996 5,527.0 4328.3 78.3
2003 -2001 8,920.0 72157 80
2004 — 2007 9,452.7 7920.0 83

Source: Central Bank of Libya
5.1.2.1 Agricultural financing
Agriculture in Libya was self-financed and did not depend on borrowing from
external sources or deficit financihg which leads to external debt and high debt
service (GCP, 2003). Oil revenue is the main source of funds for agricultural

development programmes.

Table 5.4 Investment spending and the agricultural Investment expenditure of transition budget
during the period of 1973-1985 M.LYD

% of total
Total investment Agricultural investments
Years investments
expenditure expenditure
expenditure
1973 413.80 g 88.90 21.50
1974 866.00 223.90 25.90
1975 923.20 242.20 26.20
1976 1187.30 , 288.10 24.30
1977 1280.30 263.70 20.60
1978 1371.30 281.80 20.50
1979 1868.80 379.70 20.30
1980 2551.60 489.90 19.20
1981 2872.60 . 487.50 17.00
1982 . 2365.90 308.60 13.00
1983 2096.30 252.90 12.10
1984 1834.70 262.30 14.30
1985 1523.30 182.80 12.00
Average R
162730 288.64 18.40

Source: Central Bank of Libya: Annual Report, Tripoli, Libya & (Elmessallati, 2007).
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The average of investment amounts in the agricultural sector was about 288.6
M.LYD for the period 1973-1985 as shown Table5.3 below. This was 18.4% of
the total implemented investments in various economic sectors. This dropped
during the period 1986-2007 to 116.11 M. LYD, representing 7.6% of the total
investments as shown Table 5.4 below. Agricultural investments reduced during
the period due to decline in crude oil prices on global' markets (Central Bank of
Libya, 2004).

5.1.2.2 Agricultural loans

Agricultural funding plays an essential role in agricultural development and
provides capital for agricultural production (Potts, 1985). A large part of
agricultural activity depends on agricultural loans, which are provided by the
Agricultural Bank, which is considered one of the oldest and best Iending
institutions in Libya. In the period 1973-1985, the average value of total
agricultural loans amounted to about 11.1 M.LYD that included short-term loans
representing 49.6% of total loans, medium-term loans representi.ng 34.2 % and
long-term loans representing 16.1% of the total agricultural loans during that

period.

Compared to the period in which agricUIturaI policies were made on annual
basis, see Table 5.5, the average value of agricultural loans during the period
1986-2007 amounted to about 76 M.LYD. Short-term loans within this period
were 15.3%, medium-term loans were 30.2 % and long-term loans represented
- 54.4% of the total value of agricultural loans during that period. From the above,
it may be seen that there has been a dramatic increase in long-term loans whilst
the percentage of short-term loans has decreased. These investments provided
many facilities for the productive sector such as houses for farmers. According
to El Messallati (2007) since the period 1970-2000, about 12 thousand houses
have been developed and about 15 thousand farms have been beneficiaries of
approximately 10,500 tractors, 7.2 thousand trailers, 11,500 ploughs, and 4,000
sowing machines, 32 silos for grain storage, and 13 fodder factories. In addition,
40 cattle-breeding stations were established and 1.8 million hectares of

agricultural land have been reclaimed.
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Table 5.5 Investment spending and the agricultural Investment expenditure of transition budget 1986-2007

M.LYD
Years Total investment  expenditure Agricultural investments % of total investments
expenditure expenditure
1986 1117.10 120.40 10.8
1987 788.40 105.60 13.40
1988 722.40 100.00 13.80
1989 823.40 145.10 17.60
1990 ' 702.00 217.80 31.00
1991 723.30 236.20 32.70
1992 396.30 29.20 7.40
1993 405.20 194.90 48.10
1994 507.30 14.00 2.80
1995 318.90 5.90 1.90
1996 660.90 57.40 8.70
1997 847.10 173.70 20.50
1998 485.20 61.50 12.70
1999 794.10 53.50 6.70
2000 1541.00 141.20 9.20
2001 1539.00 149.80 9.70
2002 3701.70 183.70 5.00
2003 2664.10 121.70 4.60
2004 3581.40 104.00 2.90.00
2005 5996.90 106.00 1.70
2006 6854.50 108.00 1.50
2007 7718.70 125.00 1.60
Average
: 1949.49 116.11 *7.60

* Geometric mean

Sources: General Planning Council, Management Plans and Programmes, Economic and Social Indicators
(1962-2000) .Tripoli, Libya, 2001.

Central Bank of Libya; Annual Report, Tripoli and Libyan Agricultural Bank

The drilling of more of 3,035 wells and the establishment of 16 dams for water
resulted in a 316.7 million cubic metre increase in water storage capacity and
the establishment of a network of 9250 km of paved agricultural roads
(Abdulgader, 2005). During this period there was also support for farmers and
agricultural projects in the form of seed, fertilizer, water reservoirs, electricity,
fuel, and pesticides. In essence, the increase in long term loans during the
period of the annual plans was used to provide infrastructure for the

development of agriculture.
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5.1.3 Land resources
According to classic economic theory formulated by Adam Smith, Ricardo and

Malthus, natural resources are one of the factors that impact most on
agricultural production and they can lead to a decrease in the marginal returns
of labour and capital. Land is a form of capital (Upton, 1976) and its use is

based on environmental aspects such as:

1) Population density

2) Technical experience and capital resources

3) Fertility of soail

4) Geographical location and markets, roads and railways infrastructure and

5) Pattern of land tenure.

Land is defined as a commodity when it is able to increase the productivity of
labour. There are three determinants in the exploitation of land resources,
including physical determinants such as physical factors and conditions that
influence the quality and efficiency of land use; for example, weather conditions.
Biological determinants are the spread of pests, insects and diseases. In
addition, the regulatory determinants are the laws, legislation and regulations
that relate to land use. In addition, customs and traditions have a tremendous

impact in the exploitation rights of land resources.

5.1.3.1 Agricultural land
Libya has a total land area of about 177 million hectares, which represents the

natural land resources (Abussnina, 1992). In the period 1973-1985, the size of
area used for the production of seasonal crops was about 0.98% of the total
land. This increased by about 1% for the period 1986-2007 (EI Messallati,
2007).

The size of area used for permanent crop production was 0.18% of the total
land area for the period 1973-1985. This increased slightly to 0.183% of the
total land area of Libya in the period 1986-2007. The area of agricultural land
used for seasonal crops was about 4,290 hectares, which represented 0.24%
during the period 1973-1985 (El Messallati, 2007). During the second period of

the study (1986-2007), the area of agricultural land used for seasonal crops saw
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a statistically significant decrease of about 9.53 hectares per year, which
represented about 0.53% of the annual average. This decrease may be due to
lack of attention to reclaimed land, land that was left fallow for a number of
years as well as a failure to adopt new plans after 1985 for the reclamation of
land and its development, which resulted in a lower annual growth rate. for

agricultural land.

There was an increase in forest areas in 1977-1978 and 1984-1985 of around
75 thousand hectares. This increase was a result of agricultural investment in
the first and the second plans of agricultural development. These plans made
provision for the production of forest seedlings for a forestation project, the
objective of which was to increase the production of wood and create a

balanced environment.

Table 5.6 below illustrates that the area of agricultural land employed for
pasture has significantly increased, by 148.35 thousand hectares, representing
1.17% from the annual average during the first period of the study. There was
no change in the area of agricultural land used for pasturé during the second
period. This may reflect the important role of agricultural plans and programmes
in increasing the agricultural area used for all types of agricultural activities
including pasture. In the development of forests, the forest area during the first
- agricultural development period (1973-1985) significantly increased by about
10.82 thousand hectares annually, representing abdut 1.84% of the annual

average of forest area.

The forest area during the second period (1986-2007) decreased by about
5,630 hectares a year, about 0.82% of the annual average. This decrease may
be due to excessive drilling of wells in the productive forest areas and
conversion of forests for the production of cash crops, as well as the increasing

phenomenon of overgrazing which decreases the productivity of the forests.
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Table 5.6

land, pastures and forests during the period (1973-1985) and (1986-2007)

Statistical analysis of the equations of general time trend of the areas of agrigultural

Statement Equation number Equation f value r
4-5* Y=1724 + 429 X 175.33 | 0.94
Area of seasonal crops 4-6** Y=1879.2-9.53 X 4.3 0.18
4-7* Y=307.58 + 2.46 X 553 0.98
Area of permanent crops 4-8** Y=.367.5-3.66 X 21.6 0.51
4-9* Y=11607.6 + 148.35 X 213 0.95
Area of pastures No change in the area
4-10* Y=510.77 + 10.82 X 38.9 0.77
Area of forests 4-11™ Y=729.59 - 5.53 X 29.6 0.59

*(1973-1985)
Calculated from Table 6 and 7 Appendix D

5.1.3.2 Agricultural land holdings

** (1986-2007)

The total area of agricultural holdings in Libya was about 1.8 million hectares in

2006. In 2006, about 64.8% were in private hands and people who had the right

to use the land operated about 17.6%. Leased land represented only about
0.16%. The area of land held by farmers has increased between 1974 and 1995
frorﬁ about 1.6 million hectares to 2.2 million hectares. Irrigated lands amounted
about 23% of the total cultivated area in 1995 (El Messallati, 2007). |

Table 5.7 Agricultural holdings and the manner of the use in Libya 2006
Manner of the use Area (1000 H) %

Private domain 1172.00 64.80
Public domain 57.00 3.15
Occupancy 214.00 11.80
Sharing between the farmer and the owner of the land (Mgarasa) 13.00 0.72
Rent 3.00 0.16
Contract 23.00 1.27
Usufruct 318.00 17.60
Other method of use 9.00 0.50
Total 1809.00 100.00

Sources: El Messallati (2007) and El Shiakhi, (2009)

The pattern of smallholdings in Libya (less than 20 hectares) did not change
during the period 1987-2000, and accounted for 85% of total holdings. The
regions of El Mareg, El Goba, Al Jabal al Akhder and Sahel El Jafara are areas
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where there are concentrations of small-scale farms sized from 5 to 20 hectares
(Bedrani, Abidar and Laytimi, 2005). Table 5.7 above shows the distribution of
agricultural land holdings.

Farm sizes of less than 5 hectares decreased from about 45.8% in 1987 to
about 34.3% in 2000. However, the number of holdings between 5-20 hectares
increased from about 41.9% in 1987 to about 56% in 2000. Large holdings
(more than 100 hectares) owned by the state did not exceed 1.26% between
1987 and 2000 (FAO, 2006). These findings are important in assessing whether
the changes are a factor of policy changes. This will be discussed in detail in
Chapter Six.

Table 5.8 below shows farm sizes between 1987 and 2000.

Table 5.8 Farms sizes
Categories land holding, ha 1987 1990 2000

No % No % No %
Lessthan5ha - ‘ 57060 | 45.85 | 50000 31.45 58300 34.29
5- less than .20 ha 68588 | 41.90 | 88000 55.35 95000 55.88
20- less than 100 ha 19380 | 11.84 | 19000 11.95 15000 8.82
More than 100 ha 686 0.42 | 2000 1.26 1700 1.00
Total 163714 | 100 159000 100 170000 100

Source: AOAD (2006)

5.1.4 Water sources
Water resources are one of the essential elements of economic development,

especially agricultural development. Water is a vital resource for food
production. The last century, especially during the last two decades, saw a
shortage in the quantity of fresh water in many countries due to population
growth, and the expansion of agricultural and industrial projects that led to the
deterioration of some sources of water as a result of pollution (Al Mahdawi,
2008). Water crisis has led, in some cases, to severe conflicts between
neighbouring countries, which compete for the acquisition of these sources or to
obtain a greater share of water. The provision of fresh water is an important
strategic dimension of development projects in all countries of the world. Libya

has suffered from limited resources of water. The intensive use of water in Libya
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has resulted in deteriorating water quality and quantity in some areas with high
population density and agricultural activities. About 95% of the country is
covered by desert. The Mediterranean Sea to the North and the Sahara desert
to the south influence the climatic conditions. The Mediterranean coastal strip
has dry summers and relatively wet winters, whereas the Jabal Nafusah and Al
Jabal Akhdar highlands present a plateau climate with higher rainfall and
humidity and low winter temperatures. In the southern inland part, pre-desert
and desert climate conditions prevail, with torrid temperatures and large thermal
amplitudes. Rains are rare and irregular (Al Mahdawi, 2008). Water resources
in all countries of the world can be divided into three sources: rainwater; surface
water from rivers and freshwater lakes; and groundwater. Libya does not have
any permanent water resources due to its very low and irregular rainfall and the
nature of the geological formation. Therefore, the resources of water in Libya
can be divided into traditional water resources and non-conventional water
resources (Palace, 1978).

5.1.4.1 Traditional water sources (groundwater and surface water)
Traditional water resources represent the main source of water in the Libya and

are divided into:

5.1.4.2 Groundwater

Groundwater is stored in aquifers under the ground and it is produced from
seepage of rainwater into these rocks. The ground water is renewed if it is fed
directly or indirectly because of seepage of rainwater into underground
reservoirs, as is found in the northemn areas of Libya. Groundwater can be
accessed either naturally, as a result of water rising to the surface in the form of
spring water, or by digging shallow wells. Groundwater provides more than 95%
of the total amount of water currently used for all purposes and activities in
Libya and its demand is in line with the rapid growth of all sectors and utilities.
Groundwater is located within the five major water basins: El Jabel EI Akhader
basin; El Kofra and El Sareer basin; El Jafarah basin; El Hamada - El Hamra
basin; and the Murzuk basin (GPC, 1999).
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5.1.4.3 Surface water

Surface water includes rainwater stored behind dams and natural spring water.
This is one of the most important sources of water, especially in the northern
areas of Libya. Surface water resources contribute about 5% of the total water
resources in Libya. It has been exploited only after the construction of several
large dams. Surface water can be divided into, rainwater, water dams and
spring water (AOAD, 1994).

5.1.4.4 Rainwater

Rainfall in the northern part of Libya ranges from 100 to 500 mm/year while
towards the south rainfall is less, with rainfall in parts of El Kofra, El Sareer and
Murzug almost non-existent. Table 5.9 below shows the rate of rainfall and the
proportion of the area coverage in Libya. The size of areas with rainfall of 500
to 600 mm per year does not exceed 0.02%. The area with rainfall from O to 5
mm per year is about 45.2% of the total area. This deficit in rainfall has a

negative impact on rain fed crops (AOAD, 1990).

Table 5.9 Annual rates of rainfall and the proportion of the covered area in Libya
Annual rates of The proportion of
rainfall the covered area in

Libya
600 or more 0.01
500 - 600 0.02
400 - 500 0.07
300 - 400 0.39
200 - 300 0.10
100-200 331
50-100 3.30
20-50 21.00
10-20 12.20
5-10 14.40
0-5 45.20

Source: Al Arbah (1996)
5.1.4.5 Water dams and spring waters
Several dams have been constructed on the main valleys in Libya. The main

objectives for the construction of these dams were to exploit the reserved water
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for agricultural and industrial purposes, and to protect cities, villages and
development projects from the risk of flooding. It was also the intention to
protect the soil from erosion, and the development of agricultural flats and
groundwater re-charge (Shalof and Fares, 2003). The biggest dams were
constructed in Zliten where the actual average of annual storage is about 13
million cubic metres. This is 21% of the total water that is obtained from the

dams in Libya.

5.1.4.6 Non-Conventional water resources
Non-conventional water resources in Libya include water desalination and

wastewater treatment and the great manmade river project.

Water desalination

Desalination is the process of desalinating seawater such that it can be used for
drinking purposes and some other economic activities. Desalinated water as
non-conventional resources is important water source to many countries
especially those that have large shores (El Messallati, 2007). Libya is one of
the African countries that desalinate seawater. Its production accounts for 69%
of desalination in North Africa (El Shiakhi, 2009). The spread and dependence on
this form of water in many countries of the world has relatively reduced as a
result of the high cost per cubic metre of production and the exposure of
desalination stations to many natural and engineering problems (Al Arbah,
1996). The cost of obtaining per cubic metre of desalinated water in Libya is
estimated about 1271 dirham, or about 375 U.S. cents, while the estimated cost
of obtaining per cubic metre of water by manmade river project is about 68
dirham, or about 20 U.S. cents. The number of desalination plants in Libya is
about 13 stations and its capacity is approximately 76.7million cubic
metres/year. The station of Benghazi is the largest, where the production
capacity is about 16 million cubic metres/year, representing 23% of the total
desalinated water produced in Libya, whilst the station of El Brega is the

smallest (GPC, 1999).

Wastewater treatment
Libya gives great attention to treated wastewater used for agricultural projects.

Libya has 40 treatment stations located in most major cities. Its total capacity is
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about 175 million cubic metres annually. Treated water has been used for the
irrigation of agricultural projects such as El Goarsha agricultural project and
green plateau project (Sallof and Fares, 2003). Usage of sewage water in
irrigation of some crops is limited due to the non-completion of the
implementation plans of integrated sanitation in towns and villages and the lack
of operating requifements in addition to the severe shortage of trained technical
specialists. Thus, the available quantities of treated wastewater for irrigation are
relatively small (Mahmoud et al., 2003).

Great Manmade River

The implementation of this project came after many economic feasibility studies.
The Libyan government decided transferring underground water from the
southern regions to consumption areas in the coastal north. Here, the cost of
extracting a cubic metre of groundwater from basins of El Kofra and El Sareer -
to coastal cities across the line of concrete pipes beneath the surface of the
earth does not exceed 100 dirham ($ 0.35). This comers with 271 dirham
($3.75) as the cost of desalinating a cubic metre of sea water and 950 dirham ($
2.80) cost of transporting a cubic metre of water by marine tanker from
neighbouring countries (GPCP,1991).

The first phase startéd in 1990 and aimed to extract water from underground
~areas in Tazerbo, El Sareer, El Kofra and North Valley of El Shatee and
transport it to the coastal strip to invest in agriculture and provide drinking water
to some areas where the population density is high. It transfers about 6 million
cubic metres of water per day. This project is one of the largest systems for the
transporting water in the world and has been included within the non-
conventional water resources despite the fact that it is groundwater (GPC,
1999). Figure 5.2 below shows the distribution grid of the great manmade river.

Due to the prohibitive cost for this project, it has so far not been completed. It
was designed to provide appropriate amount of water to strategic agricultural
projects as well as a positive step to attract foreign investment in the agricultural
sector the Libya (Zidan, 2007).
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Figure 5.2 Libya water grids

Source: Zidan (2007)

Table 5.10 below shows that the amount of available water for consumption in
Libya in 2003 was about 4.9456 billion cubic metres from different sources. The
quantity of water consumed is about 4.9375 billion cubic metres, which
represents nearly 100% of the total available for consumption. Available data in
2005 shows that the amount of water utilized in household consumption has
reached about 396.8 million cubic metres representing about 8%, and the
amount utilized in industrial consumption amounted to about 158.7 million cubic
metres, representing approximately 3.2% of total amount of water consumed.
However, the quantity utilized in the agricultural sector was estimated at 4,382

million cubic metres, accounting for about 88.8% of the total quantities

consumed.
Table 5.10 Total water availability and consumption in Libya 2003
Statement Amount of water (million Relative importance
cubic metres) %
Groundwater 4670.00 94.43
Surface water 170.00 3.44
Water desalination 70.10 1.42
Wastewater treatment 38.50 0.77
Total
4945.60 100

Agricultural consumption 4382.00 88.75
Industrial consumption 158.70 3.21
Household consumption 396.75 8.04
Total 4937.45 100.00

Source GPC (1999)
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5.2 The Libyan agricultural trade balance
Agricultural exports represent a small percentage of total Libyan exports

because the agricultural sector is not able to meet the growing demand for
agricultural commodities due to population growth. Consequently, the
agricultural imports represent a large part of total imports in order to cover the
needs of agricultural commodities. It can be said that in the agricultural trade
balance, Libya has suffered from permanent deficit in agricultural commodities.
The next section shows the commodity composition of agricultural exports and
imports (AOAD, 2000a).

5.3 Commodity composition of agricultural exports

In view of the limitation of agricultural resources in Libya as mentioned earlier,
the surpluses of agricultural exports are very low. However, fish and potatoes
are the most important exports commodities because Libya has a comparative
advantage in its production Table 5.11 below shows the quantity and value of
agricultural exports of the most important agricultural commodities in

Libya (AOAD, 2004).

Table 5.11 Quantity and value of agricultural exports of the most important agricultural commodities in
Libya 1988-2003 M/$

1988-1992 1992-1995 1996 1997 1998-2003
commodity QTY Value QTY Value QTY Value QTY Value QTY Value
Fish 0.28 0.69 .| 0.30 1.47 0.46 2.55 0.49 2.9 0.54 3.26
Potato 0.55 0.13 241 0.56 3.27 1.64 1.55 0.58 2.6 1.38

Source: AOAD (2004)

5.4 Composition of agricultural imports
Agricultural imports continue to increase due to the population growth. Table

5.12 below shows that imports of grain and flour increased at the beginning of
the nineteen-nineties from about 1,892 thousand tonnes to about 2,745
thousand tonnes in 2003 and the value increased from about $378 million to
- about $384 million for the same period, as was the case for sugar and
vegetable oils. On the other hand, there were fluctuating quantities of imported
Legumes from year to year, and also increasing quantities of imported animal
products; live or slaughtered meat, as well as dairy and derivatives products.
The increase in the value of agricultural commodities imported may be due to

higher prices globally.
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Table 5.12

Commodity
Grain and
flour

Raw sugar

Legumes
Vegetable
oils

Fresh and
dried
vegetables
Cow

Sheep

Meet
Poultry
Dairy and
derivatives
products

5.5  Agricultural imports and exports during the period of 1973-1985

Quantity and value of agricultural imports in Libya 1988-2003 M/$

1988/1992
Qty. Value
1891. 327.8
76 4
196.3  66.10
0
10.80  7.80
90.27 106.9
7
42.62 4550
61.12  51.30
1460. 1184
00
5.03 11.75
0.37 0.51
391.9 102.5
4 0

1992/1995

Qty. Value
2058.9  364.07
0

197.65  62.69
34.92 14.92
109.21 119.21
45.18 46.95
60.78 40.92
781.62  66.68
2.13 497
1.96 2.32
37165 91.82

1996
Qty.
1010.07
148.95

74.95
97.38

50.99

190.80
302.39
3.88

0.91
307.07

Value
293.25

65.11

31.93
108.36

50.3

170.96
44.96
9.12

2.09
98.91

Source: AOAD (2004)

1997
Qty.
2099.59
201.36

8.46
108.38

34.89

100.00
299.5
4.39

3.26
142.4

Value
607.28

87.99

3.60
134.38

37.59

170.86
445
16.27

4.57
75.52

1998/2003
Qty. Value
2745.  883.2
06 7
1585 80.17
6

10.98  28.02
1439  146.2
9 0
5231 52.68
207.2 384.6
5 1
298.0 32.18
0

3.02 13.34
3.70 5.20
3744 1784

Table 5.13 and Figure 5.3 below show that the average of agricultural imports

during the period 1973 to 1985 was about $223m, while agricultural exports for

the same period amounted about $6.8m. There was a huge deficit in agricultural

trade balance during this period. This is clearly evident through the coverage

rate of exports to imports, which has been ranging between 0.008 and 0.11

during the period from 1973 to 1985. The coverage rate is obtained by dividing

export figures by import figures.

450

Libyan agricultural exports and imports from 1973-1985

M/$

1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985

Figure 5.3

Libyan agriculture exports and import from 1973-1985

Source: Table 5.13
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Table 5.13 The evolution of agricultural imports and exports during the period of 1973-1985 M.LYD

Year Imports Exports Export/Import
Coverage
1973 85.00 1.10 0.013
1974 129.70 1.60 0.012
1975 161.80 1.30 0.008
1976 126.00 2.00 0.016
1977 190.20 1.60 0.008
1978 205.30 2.30 0.01
1979 238.06 5.60 0.02
1980 338.06 7.10 0.02
1981 404.50 7.15 0.02
1982 301.40 9.56 0.03
1983 275.20 12.36 0.05
1984 259.50 1536 0.06
1985 184.00 21.36 0.12
Average 222.98 6.80 0.03

Source: (AOAD, Yearly book)

5.6 Agricultural imports and exports during the period (1986-2007)
Table 5.14 and Figure 5.4 below show that the average of agricultural imports

during the period 1986 2007 was $1319.14m, while agricultural exports for the
same period amounted to about $28m. Agricultural trade balance suffers from
permanent deficit, where agricultural exports cover agricultural imports by only
0.02, despite slight improvements in exports, especially exports of fish where
great attention has been given to the fish industry recently. Big fish farms,
especially in the north eastern part of Libya (Ras Al Hilal region), owned by
Gaddaffi's son (Saif Al Eslaam), received significant financing and skilled
workers, and were backed by several resolutions such as No. 242 (1999). This
was to organize the import and distribution of goods and resolution No. 9 (1999)

to organize the licenses of the offices for export and import.
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Table 5.14 The evolution of agricultural imports and exports during the period of 1986-2007 M.LYD

Year Imports Exports Export/Import
Coverage

1986 525.63 22.31 0.05
1987 514.32 25.00 0.04
1988 687.45 2795 0.04
1989 887.25 32.15 0.03
1990 977.00 30.56 0.04
1991 975.12 35.65 0.04
1992 980.78 39.12 0.03
1993 1315.80 4270 0.04
1994 1205.30 48.08 0.04
1995 1132.10 47.40 0.06
1996 1029.30 58.38 0.02
1997 1619.00 35.28 0.02
1998 2296.70 48.75 0.02
1999 1565.30 27.65 0.02
2000 1123.30 21.56 0.02
2001 1002.50 - 15.32 0.01
2002 1265.30 17.45 0.01
2003 1425.00 12.5 0.01
2004 1685.00 8.50 0.01
2005 1732.30 7.08 0.01
2006 1684.50 7.17 0.002
2007 3392.30 7.17 0.05

Average 1319.14 ' 28.08 0.02

Source: (AOAD, Yearly book)

Despite the dévelopment in exports, low export-import ratio indicates that Libya
is a net importer of agricultural commodities and relies on imports to provide the
needs of the population for agricultural commodities. This supports the claim of
decision-makers about an urgent need to consider the development of the
agricultural sector generally and agricultural policies specifically to ensure food
security. In addition, the deficit in agricultural trade balance is covered by the

general budget, which burdens on state budget.
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Figure 5.4 Libyan agricultural exports and imports from 1986-2007
Source: Table 5.14

Table 5.15 below shows the general time trend of imports and exports in the
two different periods where the annual increase of agricultural imports
amounted 15.29 Million in the first period (See Equation 4-12) then increased to
about 71.09 Million in the second period (See Equation 4-13). On the other
hand, there was a slight decrease in the agricultural exports, which amounted
$1.5m in the first period (See Equation 4-14) while the annual decrease

amounted about $1.29m in the second period (See Equation 4-15).

Table5. 15 General Time trend of agricultural exports and imports
The period Statement Equation Equation r2
number
Medium-term plans Agricultural imports (4-12) Y=115.8+ 1529 x 0.42
1973-1985 Agricultural exports (4-13) Y=-3.7+1.5 x 0.82
Annual plans Agricultural imports (4-14) Y=5015+71.09x 0.53
1986-2007 Agricultural exports (4-15) Y=42.9-1.29 X 0.30

Calculated from Table 5.13 and 5.14

5.7  Agricultural sector performance and the Libyan GDP
Libya has experienced huge political and economic upheavals since the start of

the twentieth century, when it was listed as one of the poorest countries in the
world. During this period, when it passed from Ottoman to Italian to UN control,
more than 70% of its population were employed in agriculture, a sector that

contributed more than 30% to the GDP (El Azzabi, 1974). This was as well as
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providin'g raw materials to the manufacturing sector. Libya finally gained
independence in 1951and in 1958; huge reserves of oil were discovered. The
development of the oil industry brought in massive revenues, and completely
transformed the shape of the Libyan economy, which became dominated by this
one sector. International Monetary Fund reports state that from 2002 to 2007
the oil industry’s contribution to the GDP rose from 50% to 71.6%. At the same
time, 95% of export earnings and over 75% of govemment receipts can be

attributed to oil revenues.

5.7.1 Overview of the Libyan GDP and oil prices

Libyan GDP depends mainly on the oil sector. In 2007, the sector contributed
about 71.6% to GDP, followed by public services sector by only 6%: the

agricultural sector, by contrast, contributed about 2% (EI Messallati, 2007).

According to the Central Bank of Libya, the Libyan GDP saw a remarkable
development during the period 1973-1985. It more than tripled, from 2.1827
billion LYD in 1973 to about 7.8521 billion LYD in 1985, at current prices,
achieving a growth rate of 13.8%. While, the GDP at constant prices increased
from about 17,290 million LYD in 1973 to about 22,076.2 million LYD in 1985.
The average of annual rate reached about 31,727 million LYD, achieving a
growth of 6.3%.

The highest value of GDP was in 1980 as a result of high global oil prices in
1980 (Abdulgader (2005). On the other hand, the Libyan GDP, after 1980, due
to the drop in oil prices, declined and achieved a negative growth rate, which
reached -16.6% at current prices in 1981 (Central Bank of Libya and El
Messallati, 2007).

At the beginning of the1990s there was a relative improvement in crude oil
prices. But, unfortunately, Libya came under economic sanction in 1992, which
prevented the development of the Libyan economy as desired. However, at the
beginning of the second half of 1999, the economic sanctions were lifted (EI
Messallati, 2007). Accordingly, the national economy took off once again. In
addition, the price of crude oil increased which led to a significant improvement
in the national economy. Between 1999 and 2000, the price of oil increased by
59% (GPC, 2003) which led to an increase in the value of GDP, at current
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prices, of about 6,960.7 million LYD in 1986. This was to about 7,000.5 million
LYD in 2007, with a growth rate average of about 12.9%. In addition, at
constant prices it increased from about 18.94 billion LYD in 1986 to about 51.28
billion LYD in 2007, with a growth rate average of about 9.1% for the period
1986-2007 (Central Bank of Libya and El Messallati, 2007).

The impact of prices changes on the real GDP and on other economic variables
can be avoided by using the index prices (constant prices) against of the current
prices (Van Nunspeet and Takema, 1999) and (El Messallati, 2007). In addition,
Thompson (2009) states that using constant prices instead of current prices can

be the best way to adjust for inflation and present financial data in real terms.

In line with this, Central Bank of Libya employed the prices index for 1997 in
computing the GDP from 2000-2009. This is confirmed by the Economic Bulletin
issued by the Central Bank of Libya and the prices index for 1997 also is used
in the national accounts released by the General Planning Council of Libya
(GPC, 2003).

Therefore, the current prices have been converted to constant prices by using
the prices index of 1997.

5.7.2 Performance of Libyan agricultural sector
Libya has pursued many agricultural policies through economic development

programmes aimed at the economic and social development of all sectors
(Abdulgader, 2005).

The determination of the effectiveness and success of agricultural policies in
Libya, as well as the effectiveness of investments allocated to the development
of the agricultural sector through planning and economic development
programmes, can be made by examining agricultural GDP and per capita
income. This is as well as the estimation function of GDP and the agricultural
production function during the period 1973-2007, which is part of this research.
Various studies on agricultural economy by Adegeye and Dittoh (1985); Bos
(1997) and Awosola et al. (2008) used time series to estimate the impact of
combined variables that might be significant in interpreting agricultural
performance. This section aims to assess agricultural GDP and per capita at
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- both current and constant prices, first in the two periods covered by the
research 1973-1985 and 1986-2007 and then the whole study period 1973-
2007.

5.7.3 Agricultural GDP at current and constant prices 1973 -1985
Agricultural production and its contribution to gross domestic product (GDP) are

the most important indicators for the performance of the agricultural sector in
terms of achieving its objectives. This is because agricultural production is a
component of Gross National Product. Therefore, the development of the
agricultural sector can be inferred through agricultural output or the added value
of the sector (Mucavele, 2007 and Godoy & Dewbre, 2010). |

The period 1973 -1985 was a turning point for the agricultural sector in Libya.
Three plans for agricultural development were implemented (Abdulgader,
2005). These plans sought as a whole to increase the growth rate in the
agricultural sector and ensure its increased contribution to GDP. They were also
to achieve high rate of self-sufficiency in agriculture and food products as well
as establish a level of integration between the agricultural sector and other
sectors. Large investments were allocated to achieve these objectives (El
Shiakhi, 2009). The value of agricultural GDP has seen remarkable
development during the period 1973-1985 (GPCT, 1999).

Table5.16 and Figure 5.5 show that the value of agricultural GDP increased at
current prices from about 60 M.LYD in 1973 to about 342.2 M.LYD in 1985. The
average growth rate at current prices was estimated at 17% for that period.
However, at constant prices, the value of agricultural GDP increased from 475.3
M.LYD in 1973 to about 962.1 M.LYD in 1985, and the average growth rate was
estimated at about 8.2%.

In order to assess the evolution of agricultural GDP at current and constant
prices, the equation of‘general time trend is estimated as follows: Equation (4-
16) in Table 5.17 shows that the value of Agricultural GDP at current prices
increased annually at 26.93 M.LYD, representing 14.4% of the annual average
which was 186 million. There is a compound annual growth rate of 16.3% and
the value of R? is approximately 0.93 It also proves a significant regression

coefficient and a significant form as a whole at the model level at is 95%.
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Table 5.16 the evolution of the value of GDP and Ag GDP at current and constant prices during the period
of 1973-1985 M. LYD

GDP at GDP at Ag GDP Ag GDP Growth Growth  Growth  Growth
year current constant at at rate rate rate rate
prices (A) prices(B)  current  constant of A of B of C of D
prices prices
©) (D)
1973 2182.70 17290.00 60.00 475.30 — — — —
1974 3795.70 28702.70 65.00 489.30 73.90 66.01 7.83 2.94
1975 3674.30 25175.50 83.00 568.00 3.10- 12.30- 28.10 16.10
1976 4768.10 30287.00 100.00 633.30 29.80 20.30 20.30 11.49
1977 5612.70 34546.40 90.00 554.00 17.70 14.06 9.70- 12.53
1978 5496.10 24961.80 122.10 554.50 2.10- 27.70- 35.70 0.11
1979 7603.00 39947.60 140.40 737.70 38.30 60.04 15.00 33.03
1980 10553.30 55449.00 236.40 1242.00 38.80 38.80 68.40 68.38
1981 8798.40 45818.20 273.60 1425.00 16.60- 17.40- 15.70 14.71
1982 8932.40 34097.70 285.70 1091.00 1.50 25.60- 4.42 23.40-
1983 8511.30 29375.00 303.00 1046.00 4.70- 13.90- 6.06 4.10-
1984 7804.70 24729.50 323.00 1023.00 8.30- 15.80- 6.60 2.10-
1985 7852.10 22076.20 342.20 962.10 0.60 10.70- 5.94 5.90-
Average 6583.40 31727.40 186.00 830.80 13.81 6.32 17.00 8.21

Sources: Central Bank of Libya and El Messallati (2007).

Figure 5.5 Evolution of Libyan Ag GDP 1973-1985
Source: Table 5.16

In Equation (4-17), the value of Agricultural GDP at constant prices increased

annually by 62.1 M.LYD, representing 7.48% of the annual average, which was
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830.8 million. It shows a compound annual growth rate of 8.07% and the value

of R2is approximately 0.58. The equations are as follows:

Table 5.17 Results of statistical analysis of the equations of general time trend of Ag GDP at current
prices and constant prices during the period 1973-1985

Statement Period Equation Equation r2 f
number
General time trend (4-16) Y =-2.038 +26.93 x 0.93 163.7

equation of Ag GDP at 1973-1985
current prices
Y= B0 + Bl x
General time trend (4-17) Y = 396.1 + 62.10x 0.58 15.4
equation of Ag GDP at
constant prices
Y= B0 + Bl x
Calculated from Table 5.16

5.7.4 Agricultural GDP at current and constant prices during the period
1986-2007
During this period, the approach to economic and social planning had changed

from 3-5 year plans to annual plans. This was as a result of a sharp decline in
oil prices. Qil is the main sponsor of policies for economic development in Libya.
During this period, policies were worked out according to budgets of
transformation. Twenty-two transition budgets were formulated and carried out

from 1986 to 2007 (GPCT, 1993).

With respect to the evolution of agricultural GDP during 1986 - 2007 as showed
in Table 5.18, there has been remarkable development as shown in Figure 5.6
below. The value of agricultural GDP at current prices increased from about
384.7 M.LYD in 1986 to about 1434 M.LYD in 2007 and the average growth
rate was estimated at about 7.4%. At constant prices, the value of agricultural
GDP increased from about 1047.1 M.LYD in 1973 to about 1374 M.LYD in 2007

and the average growth rate was estimated at 2.1% for the period 1986-2007.
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Table 5.18 the evolution of the value of GDP and Ag GDP at current and constant prices during the period

year

1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
Total

Average

of 1986-2007 M.LYD

GDP at GDP at Ag GDP at Ag GDP at Growth Growth Growth

current constant current constant rate rate rate

prices (A) prices( B) prices (C) prices (D) of A of B of C
6960.70 18946.50 384.70 1047.10 11.35 14.20- 12.40
6011.60 15680.10 411.20 1073.00 13.64- 17.20- 6.89
6186.00 15209.20 423.30 1041.00 2.90 3.00- 2.94
7191.00 17416.90 439.00 1065.00 16.20 14.50 3.90
8246.40 18416.60 482.90 1078.00 14.70 5.70 9.80
8757.30 17478.30 542.40 1083.00 6.20 5.10- 12.30
9231.90 16848.60 630.20 1150.00 5.40 3.60- 16.20
9137.70 15014.10 708.90 1165.00 1.00- 10.90- 12.50
9670.80 13850.00 827.90 1186.00 5.80 7.80- 16.80
10672.20 13773.10 933.40 1205.00 10.40 0.56- 12.70
12327.30 14054.70 1074.50 1225.00 15.50 2.00 15.10
13800.50 13800.50 1267.00 1267.00 12.00 1.80- 17.90
12610.60 11266.70 1394.30 1246.00 8.60- 18.40- 10.00
14075.20 11070.20 1449.70 1140.00 11.60 1.70- 3.99
18456.90 14950.30 1439.70 1166.00 31.20 35.10 0.70-
18720.20 16637.20 1392.00 1237.00 1.40 11.30 3.30-
25914.10 25541.30 1348.00 1329.00 38.40 53.50 3.10-
31731.80 31954.30 1375.00 1384.60 22.50 25.10 1.90
30892.00 44096.76 1107.00 1325.65 -2.60 37.90 -19.40
41632.00 46893.88 1186.00 1341.87 34.70 6.30 7.10
55227.00 49091.00 1254.00 1358.09 32.60 4.60 5.70
70005.00 51288.12 1434.00 1374.00 26.70 4.40 14.30
19429.90 22421.70 977.50 1203.90 12.90 9.10 7.40
13006.60 27074.50 581.70 1017.30 13.30 7.70 12.20

Sources: Central Bank of Libya and El Messallati (2007).

Ag GDP 1986-2007 M/Ly.D
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Figure 5.6

>(T>CT>cr>cncr>(T>cr
H'rHrHTH H = r H

>cr
PHOENCTEN T (

Ag GDP at constant prices

Evolution of Libyan Agricultural GDP 1986-2007

Source: Table 5.18
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To assess the evolution of agricultural GDP at current and constant prices, the
equation of general time trend is estimated as follows: Equation (4-18) in Table
5.19 below shows that the value of Agricultural GDP at current prices increased
annually by 55.42 M.LYD, representing 2.6% of the annual average which was
977.5 million. It shows a compound annual growth rate of 6% and also
estimates the value of R? at approximately 0.76. It also proves a significant
regression coefficient and a significant form as a whole at the model level is at
95%.

In Equation (4-19), the value of Agricultural GDP at constant prices increased
annually by 16.21 M.LYD, represented by 1.3% of the annual average, which
was 1203.9 M.LYD. There is a compound annual growth rate of 1% and the
value of R? are estimated at 0.86. It also proves a significant regression

coefficient.
Table 5.19 Statistical analysis of the equations of general time trend of Ag GDP at current prices
and constant prices during the period 1986-2007
Statement Period Equation Equation r’ f
number
General time trend equation of 4-18) . Y = 3401 +|0.79 | 759
Ag GDP at current prices 1986-2007 55.42x
Y=B0 +B1 x
General time trend equation of (4-19) Y = 1017 +|0.86 | 124.16
Ag GDP at constant prices 16.21x
Y=B0+B1x

Calculated from Table5.18

5.7.5 Evolution of average of per capita of agricultural GDP at current and
constant prices during the period 1973-1985

This indicator is considered as one of the important indicators used in economic
and statistical studies because it reflects general economic well-being (Akram-
Ladhi, 2008 and Godoy & Dewbre, 2010).

Table 5.20 and Figure 5.7 below indicate that the average of per capita of
Agjricultural GDP at current prices has increased from about 26.7 Dinars in 1973
to about 94.6 Dinars in 1986 with a total increase of about 67.9 Dinars. On the
other hand at constant prices, there has been an increase from approximately

11.9 Dinars in 1973 to about 26.1 Dinars in 1985, with a total increase of about
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14.2 Dinars. Thus per capita of Agricultural GDP remains unchanged where the

improvements and increases are modest during that period.

Per capita average of Ag GDP 1973-1985 LY.D

-— at current prices — at constant prices

Figure 5.7 Average of per capita of Ag GDP (1973-1985)
Source: Table 5.20

Table 5.20 Evolution of the average of per capita of GDP and Ag GDP at current and constant
prices during the period of 1973-1985

Year Population The average of per The average of per Growth  Growth  Growth  Growth
capita of GDP capita of Ag GDP rate rate rate rate
Current Constant  Current Constant OfA of B of C of D

prices A prices B prices C  prices D

1973 2249.30 970.40 7686.80 26.70 11.90 - - 0 0
1974 2422.10 1567.00 11850.00 26.70 11.00 61.50 54.20 0.00 7.60-
1975 2595.50 1415.60 9699.70 31.90 12.30 9.70- 18.10- 19.50 11.80
1976 2795.50 1705.60 10834.00 35.70 12.80 20.50 11.70 11.90 4.10
1977 2860.10 1962.00 12079.00 31.50 11.00 15.00 11.50 11.80- 14.10-
1978 2939.10 1870.00 8493.00 41.50 14.10 4.70- 29.70- 31.70 28.20
1979 3056.80 2487.00 13068.00 45.90 15.00 33.00 53.90 10.60 6.40
1980 3180.80 3318.00 17432.00 74.30 23.40 33.40 33.40 61.90 56.00
1981 3435.00 2562.00 13339.00 79.70 23.20 22.80- 23.50- 7.30 0.90-
1982 3655.20 2444.00 9328.50 78.20 21.40 4.60- 30.10- 1.90- 7.80-
1983 3860.50 2205.00 7609.10 78.50 20.30 9.80- 18.40- 0.40 5.10-
1984 3642.60 2143.00 6789.00 88.70 24.30 2.80- 10.80- 13.00 19.70
1985 3617.80 2170.00 6102.10 94.60 26.10 1.30 10.10- 6.70 7.40
Aver

age 3100.79 2063.05 10331.55 56.45 17.45 9.20 1.80 11.50 7.60

Sources: Central Bank of Libya and El Messallati (2007)

To assess the evolution of the average of per capita of Agricultural GDP at
current and constant prices, the equation of general time trend is applied as in
Table 5.21 below.
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Equation (4-20) shows that the average per capita of Ag GDP at current prices
increased annually by 6.37 Dinars represented by 11.2% of the annual average,
which was 56.4 Dinars. It shows a compound annual growth rate of 12% and
estimates the value of R? at approximately 0.91. It also proves a significant
regression coefficient and significant form as a whole at the model level is at
95%. Equation (4-21) shows that the average of per capita of Ag GDP at
constant prices increased by 1.33 Dinars represented by 7.6% of the annual
average, and a compound annual growth rate of 7.8%. The value of r* is
approximately 0.82. It also proves a significant regression coefficient and
significant form as a whole at the model level is at 95%.

Table 5.21 Statistical analyses of the equations of general time trend of per capita of Ag GDP at
current prices and constant prices during the period 1973-1985
Statement Period Equation | Equation r f
number
General time trend equation of (4-20) Y=11.82+ 6.37x | 0.91 | 120.6
per capita of Ag GDP at current | 1973-1985
prices
Y=B0 +B1x
General time trend equation of (4-21) Y= 8.09+1.33x | 0.82 | 52.3
per capita of Ag GDP at
constant prices
Y= B0 + B1 x
Calculated from Table 5.20

5.7.6 Evolution of average of per capita of agricultural GDP at current and
constant prices during the period 1986-2007

Table 5.22 and Figure 5.8 shows that at current prices the average of per capita
of Agricultural GDP increased from about 105.1Dinars in 1986 to about 248.2
Dinars in 2007 while at constant prices, the average per capita Ag GDP
increased from about 28.7Dinars in 1986 to about 5§5.27 Dinars in 2007.
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Per capita average of Ag GDP 1986-2007 LY.D

Figure 5.8 Evolution of average of per capita of Ag GDP (1986-2007)
Source: Table 5.20

Table 5.22 the evolution of the average of per capita of GDP and Ag GDP at current and constant prices
during the period of 1986-2007 LY.D

The The average The The average
Year Population average of of per capita average of of per capita Growth Growth Growth Grow

per capita of Ag GDP per capita of AgGDP rate rate rate th

of GDP of GDP of A of B of C rate

Current Constant Current Constant of D

prices A prices B prices C prices D
1986 3662.00 1901.00 5173.80 105.10 28.70 12.40- 15.20- 1110 100
1987 3937.00 1526.00 3982.80 104.40 26.50 19.70- 23.00- 0.70- 7.7-
1988 4050.00 1527.00 3755.40 104.50 25.80 010 5.70- 0.10 2.6-
1989 4315.50 1666.00 4035.90 101.90 23.60 9.10 7.50 2.50- 8.5-
1990 4525.00 1822.00 4070.00 106.70 23.60 9.40 0.80 4.70 0.0
1991 4726.00 1853.00 3698.30 114.80 24.30 1.70 9.10- 7.60 3.0
1992 4949.00 1865.00 3404.40 127.30 25.70 0.60 7.90- 10.90 5.8
1993 5042.50 1812.00 2977.50 140.60 27.90 2.80- 12.50- 10.40 8.6
1994 4873.50 1984.00 2841.90 169.90 34.90 9.50 4.60- 20.80 25.1
1995 4799.00 2224.00 2870.00 194.50 40.50 12.10 100 14.50 16.0
1996 5019.50 2456.00 2800.00 214.20 42.70 10.40 2.40- 1010 54
1997 5347.20 2581.00 2580.90 236.90 44.30 5.10 7.80- 10.60 37
1998 5774.20 2184.00 1951.20 241.40 41.80 15.40- 24.40- 1.90 5.6-
1999 5300.50 2655.00 2088.50 273.60 51.60 21.60 7.00 13.30 23.4
2000 5426.80 3401.00 2754.90 265.30 48.90 28.10 31.90 3.00- 5.2-
2001 5551.00 3267.00 2997.20 250.80 45.20 3.90- 8.80 5.50- 7.6-
2002 5484.40 4359.00 4657.10 246.00 44.80 33.40 55.40 1.90- 0.9-
2003 5826.60 5136.00 5484.20 236.00 40.50 17.80 17.80 4.10- 9.6-
2004 5872.90 5275.42 3027.40 188.49 5056 2.70 -44.80 2484 201
2005 6077.33 6850.38 2982.80 195.15 52.13 36.70 -1.47 311 353
2006 5637.03 9367.65 2938.10 228.10 53.70 26.80 -150 301 1688
2007 5776.85 12118.20 2893.50 248.20 55.27 29.30 152 292 881

Average 5089.72 3537.76 3362.08 186.08 38.77 7.80 2.50 5.90 5.00

Sources: Central Bank of Libya and El Messallati, 2007).
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To assess the evolution of the average of per capita of Ag GDP at current
prices and constant, the equation of general time trend has been applied as
shown in Table 5.23 below.

Equation (4-22) in Table 5.23 shows that the average of per capita of
Agricultural GDP at current prices increased annually by 7.98 Dinars
represented by 4.2% of the annual average, which was 186.08, Dinars and a
compound annual growth rate of 5%. In addition, the value of R? is
approximately 0.68. [t also proves a significant regression coefficient and

significant form as a whole at the model level is at 95%.

Table 5.23 Statistical analysis of the equations of general time trend of per capita of Agricultural
GDP at current prices and constant prices during the period 1986-2007
Statement Period Equation | Equation r |f
number
General time trend equation (4-22) Y=95.266+7.98x | 0.68 | 43.5

of per capita of Ag GDP at | 1986-2007
current prices
Y=B0 +B1x

General time trend equation (4-23) Y =20.69 + 1.57x 0.83 | 102.8
of per capita of Ag GDP at
constant prices

Y=B0 +B1 x

Calculated from Table5.22

Equation (4-23) shows that the average of per capifa of Agricultural GDP at
constant prices increased by 1.57 Dinars, represented by 4% of the annual
average which was 38.77 Dinars and a compound annual growth rate of 4%. In
addition, the value of r* is approximately 0.83. It also proves a significant

regression coefficient at 0.95.

5.7.7 Impact of Agricultural GDP on gross domestic product during the
period 1973-1985 -

According to Abdulgader (2005), the adopted classification of economic
activities in Libya is not different from the classification adopted by the United
Nations. This classification is divided based on activities by ten basic sectors:

agriculture, forests and fishing; manufacturing and industry; electricity, gas and
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water; construction; trade, restaurants and hotels; storage and transportation;

finance, insurance, real estate; housing) and public services.

This section aims to conduct an econometric study to determine the impact of

Agricultural GDP on gross domestic product, and assess the function of

agricultural GDP due to the fact that the agricultural sector is the basic sector of

the Libyan national economy (Salim and Thamer, 2001).

The equation of Gross Domestic Product is estimated by the Ordinary Least

Square (OLS) method during the period (1973-1985) at constant prices by using

GDP as the dependent variable and the agricultural GDP as an independent

variable. According to Hutcheson and Moutinho (2008) using ordinary least

squares (OLS) or linear least squares are a method for estimating the unknown

parameters in a linear regression model. Logarithmic equations (4-24 and 4-25)

in Table 5.24 reflect the contribution of the agricultural sector to GDP.

Table 5.24 Estimating GDP equation during the period of 1973-1985

Statement Period | Equation Equation r f
number
Estimating GDP (4-24) LnGDP =732 +0465Iny | 032 [5.14
equation during the | 1973-1985 | (4-25) GDP = 1510.2 y0+465

period of (1973/1985)
by using Ag GDP as
independent variable

(Model of growth equation)

Calculated from Table5.16

Equation (4-24) in Table 5.24 shows that the significance of estimated

parameters and significance of the model is at 95%. Also, R? is approximately

32%. In addition, there is a positive correlation between the value of GDP and

the value of agricultural GDP.

The equation (4-25) shows the relationship between GDP and agricultural GDP,

where the GDP equation is characterized by decreasing returmns to scale. In

addition, in Equation (4-23), the coefficient of elasticity represents the relative

impact on the dependent variable (GDP) due to the change (1%) in the

independent variable (Y). This means the elasticity is less than one, which

indicates a low contribution of the agricultural sector to GDP during the period
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5.7.8 GDP and agricultural production function during the period 1986-

2007

Equation (4-26) in Table 5.25 indicates that there is positive relationship
between GDP and Agricultural GDP and the value of r?is 0.76.

Table 5.25 Estimating GDP equation during the period of 1986-2007
Statement Period Equating | Equation r f
number
Estimating GDP Equation During (4-26) GDP =725553.17- 0.76 19.1
The Period Of (1986- 1986-2007 1148.55y+0.378 y2 + .
2007) By Using Ag GDP As 0.0007 y 3

Independent Variable

Calculated from Table5.18

In addition, theélasticity (E) can be identified through the marginal product (MP)
and the average product (AP) and this explains the relative impact of the
independent variable on the dependent variable. The elasticity is represented

as follows:
E=2=007
AP
The (E) value is characterized by low elasticity (less than 1). The contribution of
agricultural sector to GDP decreased during the period 1986-2007 when the

Libyan economy had adopted annual plans as compared to the first period of
medium term plans. See Appendix D equation 8.

5.7.9 Estimating Cobb Douglas Function during the period of 1973-1985
Agricultural GDP function was estimated during the period 1973-1985 by using

the method of least squares (OLS), where it uses Ag GDP (Y) M.LYD at
constant prices as a dependent variable and capital formation in the agricultural
sector in M.LYD (K) and the Labour in the agriculture sector (L) per thousand
workers as independent variables. The analysis shows the following results:
Equation (4-27) in Table 5.26 below is significant at 95%. Also, R? is
approximately 0.82. The value of productivity elasticity, estimated about 0.22,
indicates that the Libyan agriculture was characterized by decreasing returns to
scale during the period of 1986-2007. Employment is the most important factor
affecting the Ag GDP.
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Table 56.26 Estimating Cobb Douglass Function during the period of 1973-1985

Statement Period | Equation Equation r f
number

Estimating Cobb (4-27) InY=-1185+312InL 0.82 | 23.04
Douglas Function 1973- +0376InK
(Linear form) 1985 |
Estimating Cobb (4-28) AgGDP = 140084 .35 L3 g 0
Douglass  Function
{Cobb Douglas form)

Calculated from Table5.16

‘The Equation (4-28) indicates that the productivity elasticity of these two
variables amounted to about 3.12 and 0.376 respectively. This indicates that the
Libyan agriculture was characterized by increasing returns to scale during the
period of 1973-1985. Employment is the most important factor affecting the
Agricultural GDP. Thus, it can be said that Agricultural GDP function in Libya
during the period of economic and social planning is based on the labour factor
and less dependent on capital. |

5.7.10 Estimating Cobb Douglas Function during the period of 1986-2007
Equation (4-29) in Table 5.27 below shows the significance of estimated

pafameters and significance of the model is at 95%. Also, I is approximately
0.82. Equation 4-30 indicates that the productivity elasticity of these two
variables are about 0.15 and 0.071 respectively, which means a change of 1%
in these two factors leads to a change in the same direction at about 0.15 or
0.071 in the value of Agricultural GDP.

Table 6.27 Estimating the Cobb Douglas Function during the period of 1986-2007
Statement Period | Equation Equation r f
No
Estimating Cobb Douglas (4-29) ny . 0.82 |23.04
Function (Linear form) 1986- = 747-015InL
2007 +0.071 InK
Estimating Cobb Douglas (4-30) AgGDP = 7.47 L%" K °
Function (Cobb
Douglasform)

Calculated from Table 5.18
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It can thus be said that Agricultural GDP function in Libya during the period of
annual economic and social planning is based on the labour factor more than
on the capital. In addition, the negative sign of Labour in the equation means
the production function is located in the third stage, which is characterized by

negative value of marginal products.

5.8 Chapter summary
From the foregoing, agricultural resources have witnessed a decline during the
last years of the study period because of labour migration and the declined
global oil prices dramatically affected oil revenues. Any drop in oil revenues
reflected in the allocations for agricultural development and all aspects of
funding for the agricultural sector. The period of 1973-1985 was a turning point
for the agricultural sector. Three plans for agricultural development were
implemented and these aimed at some essential goals that were seeking as a
whole to increase the growth rate in the agricultural sector and to ensure its
contribution to GDP. It also sought to achieve a high rate of self-sufficiency in
agriculture and food products and work to find some kind of integration between
the agricultural sector and other sectors. Large investments had been allocated

to achieve these objectives.

On the other hand, during the period of 1981-1985, the previous approach of
economic and social planning ceased as a result of the sharp decline in oil
prices - which is the main sponsor of economic development plans and after
that began working according to the budgets of transformation. Twenty-two
transition budgets were formulated and carried out during the period from 1986
to 2007. However, per capita of agricultural GDP did not see significant
development during the two periods. It was noted that Libya is a net importer of
agricultural commodities and its trade balance was in deficit throughout both
periods of the study. Despite the government's effort to develop food exports,
results show that the percentage of coverage of the agricultural exports to
imports is very low and close to zero in spite of the huge investments by

government and the agricultural resources available to the country.

In the next chapter, the views of farmers and policy makers collected through

questionnaires are analysed and presented. This will give the researcher a fair
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view of how policies have influenced the growth of the agricultural sector and its
effects on the key stakeholders.
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CHAPTER SIX: ANALYSIS OF AGRICULTURAL POLICIES BY FARMERS
AND POLICY MAKERS

6.0 Introduction

To achieve the research aim of studying the changes and development that has
taken place in both macro policies and agricultural policies in Libya from 1973
until 2007 and to critically assess the agricultural policies of Libya for the same
period, as stated in Chapter One, a critical review of Libyan agricultural policies
was undertaken in the previous Chapter. This review shows that the agricultural
sector in Libya faced difficult challenges following the discovery of oil in the
nineteen-fifties as a result of the movement of agricultural labour to work in the
oil sector and other sectors with higher incomes. The government intervened
with plans and programmes to reverse the trend, which resulted in increase in
agricultural sectors’ contribution to GDP from 2.2 % in 1973 to about 4.5 % in
1985. The policy interventions led to increases in agricultural production.
However, these interventions did not last long. The fall in global oil prices in

1982 made the financing of the policy implementation difficult.

In the previous Chapter, an analysis of the impact of two approaches of
agricultural policies on the performance of the agricultural sector in Libya was
explored. This examined the impact of some variables such as agricultural
GDP, per capita of agricultural GDP that relate to the performance of the
agricultural sector to determine the returns to scale of agricultural production
function. It was found that per capita of agricultural GDP did not improve
significantly during the periods in which two different policy approaches were
used to develop the agricultural sector. Libya remains a net importer of

agricultural commodities despite the government's effort.

To get a better understanding of the above issues, this Chapter presents the
findings of the impact of agricultural policies on the Libyan agricultural sector
during the two approaches covered by this study from the perspective of
decision-makers and farmers. These are the two key stakeholder groups
affected by changes in agricultural policies. Whilst the policy makers formulate
and implement policies the farmers are the ones who are directly affected by
these policies. Therefore, the views of these two key stakeholder groups will

help us to understand the impact of agricultural policies in Libya. The Chapter is
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structured as follows: Section 6.1 is on the assessment of agricultual policies by
decision-makers. Sections 6.2 and 6.3 present the finding of assessment of

agriculture policies by small farmers.

6.1 Assessment of agricultural Policies - perspectives of decision-
makers
The Ministry of Agriculture is responsible for making agricultural decisions.

There is a committee in charge of this. The committee is made of twenty
members. The chair of this committee is the Minister of Agricultural sector and
membership of a number of consultants (El Shiakhi (2009). To get a
comprehensive assessment for agricultural policies, census survey has been
adopted in this study where all members of the committee have participated

6.1.1 Characteristics of decision makers
A descriptive analysis of the demographic data of twenty policymakers in the

Agriculture Ministry of Libya shows that the respondents were within the 31-50
year age group and had more than 10 years’ experience in the field of
agriculture. Forty percent of them hold a PhD in the field of agriculture, whilst
more than half (656%) have a BSc degree in Agricultural Science. Table 6.1

below shows the positions of the respondents.

Table 6.24 Positions of respondents
Position Role Number of respondents
The Minister of Agriculture Chairman of committee of 1
decision-making
Heads of Departments in the Ministry | Members of committee of 10
of Agriculture decision-making
The Manager of Agricultural Bank Member of committee of 1
' decision-making
The Director of Agricultural Research | Member of committee of 1
Centre decision-making
Consultants in Agricultural Research | Members of committee of 7
Centre decision-making
Total 20

6.1.2 The role of agriculture in economic development of Libya
In Figure 6.1 below, thirty percent of respondents expressed the view that

agriculture in Libya plays a very important role, whilst 25% of respondents

indicated that it plays an important role. The importance of the sector stems
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from the fact that it employs a large number of workers and provides essential
food commodities, food security and self-sufficiency to the population. Whereas
45% of the respondents pointed out the low role of the agricultural sector in
terms of the economic development of Libya, such views come as a result of
the effects of the oil sector and its vital role in relation to economic development

and the decrease of the contribution of agriculture to GDP in recent years.

The role of agricultural sector in the economic
development

m Very important role
® Important role

Not important role

Figure 6.1 The role of agriculture in economic development

6.1.3 Agricultural policies during the last three decades
There are differences in views about the effectiveness of agricultural policies in

Libya during the last three decades as shown in Figure 6.2 below. The
agricultural policies, which have been applied in Libya, are to some extent
appropriate for the agricultural sector. This is the view of 10% of respondents;
20% suggested that the policies were appropriate due to the increase in
cultivated areas and agricultural production, especially in the nineteen-seventies
and nineteen-eighties. However, 70% of respondents pointed out that the
policies did not support the agricultural sector due to its low contribution to GDP
and the deficit of agricultural trade balance as well as the increasing reliance on

imports of agricultural commodities.
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Agricultural policies during the last three decades

Appropriate Appropriate to Not support the
some extent agricultural
Figure 6.2 Agricultural policies during the last three decades

6.1.4 Current agricultural policies
Many of those interviewed (65%), as shown in Figure 6.3 below, indicated that

the current agricultural policies in Libya are not adequate for the sector. They
added that the policies are not clear and long-term goals are unknown. Twenty
percent of respondents are of the view that the policies are adequate only to
some extent, with only 15% agreeing that the policies are sufficient and suitable
but might need modifications according to the changing economic and political

conditions.

Current agricultural policy

m current agricultural policy
is not adequate

m Adequate only to some
extent

policy is sufficient

Figure 6.3 Current agricultural policy

6.1.5 Constraints on the agricultural sector
All the participants agreed that natural constraints (e.g. climate, soil, water, etc.)

are the most important obstacles facing the development of the agricultural
sector in Libya. Seventy percent of the respondents pointed out other

constraints such as the weaknesses of agricultural policies and insufficient
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funding as well as the lack of appropriate markets, poor roads and storage

infrastructure.

6.1.6 Priority of agricultural policies
The findings suggest that specific policies such as improving marketing

conditions, the provision of loans, seeds and fertilisers and the provision of
appropriate facilities for imports and exports for small farmers could be critical to
overcome existing obstacles. Focusing on some crops because of global
economic competition and the opening up of the markets for comparative
advantage is of major importance when seeking to establish the extent and
potential of competition for agricultural commodities. This is also important
when seeking to identify the priorities for resource allocation amongst
competing crops. In this regard, majority of policymakers’ (85%) see the
importance of focusing on specific crops, which Libya has a comparative
advantage in producing compared with neighbouring countries. See Figure 6.4

below)

6.1.7 Funding policy
Undoubtedly, sufficient funding is an important factor for achieving policy

success. The granting of loans for production inputs (fertiliser and seeds) or the
provision of modern agricultural technology, or funding related to infrastructure
development of the agricultural sector (EI Shiakhi, 2009). Nevertheless, there
has also been some recognition amongst 60% of policymakers that low funding
is the dominant barrier for the Libyan agricultural sector. Twenty-five percent of

respondents stated that funding is adequate to some extent. On the other hand,
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only 15% believe that the funding is appropriate for meeting the needs of the

sector.

6.1.8 Weakness of agricultural policies

A large proportion of participants (65%) indicated that agricultural policies have
so far not been suitable for the agricultural sector and 70% indicated that
policies does not meet the needs of farmers. Sixty percent of respondents
stated that funding is not sufficient for the implementation of agricultural
policies. Also 70% of respondents noted that monitoring and supervision of
policies were weak. Fifty percent of respondents were of the view that role of
the private sector is important in the development of the agricultural sector.
Other respondents believe that the economic and political climate in Libya is not
conducive for efficient operations the private sector. See Table 6.2 below for

details on weaknesses in agricultural policy.

Table 6.32 Weakness of agricultural policies
Statement Agree | To some | Disagree
extent

1 | Agricultural policies are not suitable for our country. 65% | 20% 15%
2 | These policies are not meeting the real needs of the

farmers. 70% | - 30%
3 | Funding is not sufficient for the implementation of

agricultural policies 60% | 25% 15%
4 | Official bodies are incapable. 70% | 15% 15%
5 | The role of the private sector is important in the

development of the agricultural sector 50% | 30% 20%
6 | Reduce intervention of government in economic activity | 40% | 20% 40%

6.1.9 Reasons for the failure of agricultural policies

With regard to the reasons for the failure of agricultural policies, Figure 6.5
below shows that 40% of the respondents indicated that the farmers have not
benefited from agricultural policies because they have not participated in the
process of decision-making. Another 40% of the respondents gave the reason
as the agricultural sector not being accorded the needed importance compared
to other sectors in terms of funding. Twenty percent of respondents pointed out
that other reasons such as weakness of agricultural extension services
contribute to the failure of agricultural policies. See Figure 5.5 for reasons for

failure of agricultural policies.
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Figure 6.5 Reasons for failure of agricultural policies

6.1.10 Intervention of the state in agricultural activities
With regards to the intervention of the state in overseeing the marketing of

products and their impacts on agricultural commodity prices, and the availability
of the real market based on supply and demand, findings indicate 45% of
decision makers stress the need for state intervention in agricultural marketing.
This is owing to the lack of appropriate conditions for a real market for
agricultural commodities in Libya and the lack of marketing information. In
addition, there are no mechanisms for prices which make the intervention of
state is very important. However, some of the policymakers (30%) suggest that
this intervention should be limited only to the marketing of strategic goods, such
as wheat, barley, olives and dates which Libya has a comparative advantages

in its production.

In contrast, some policymakers emphasize the need to leave the market to the
forces of supply and demand without any degree of state intervention. It is
considered that this would lead to an increase in production and productivity
owing to the existence of real competition in the market. See Figure 6.6 below

on interventions of the State in agriculture.
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Intervention of the state

m Support state intervention

m state intervention in
strategic commodity
marketing

Support leaving the
market to the forces of
demand and supply

Figure 6.6 Intervention of State

6.1.11 The Role of the Private Sector
Seventy-five percent of respondents pointed out that the role of the private

sector in Libya is not important due to the lack of encouragement to the private
sector as well as the absence of regulations governing their work. Furthermore,
the economic environment is not appropriate for private sector in Libya. Twenty-
five percent of respondents said the role of private sector has become important
after the changes that have occurred in the economic structure and the moving
of the ownership of agricultural projects to workers since the nineties. See

Figure 6.7 for details on the role of the private sector in Libyan agriculture.

The role of private sector in the Libyan agricultural sector

Figure 6.7 The role of private sector in the Libyan agricultural sector

6.1.12 Reasons behind the changing of agricultural policies approach
In Libya, there have been many changes in the agricultural policy from three-

and five-year plans to annual programmes. Figure 6.8 below indicates that 60%
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of policymakers consider the reason for this change as being financial. Oil
revenues are the main sources of finance for all other sectors, including
agriculture, hence the sharp drop in oil prices in the early eighties led to
decrease development allocations in Libya. In addition, proponents of this
reason noted that financial allocations and investments ‘pumped into the
agricultural sector were not economically profitable. Therefore government was
looking for other sources or other sectors to invest instead of agriculture. Other
policymakers (25%) pointed out that the natural conditions were the reason for
the change in approach through the changes of rainfall rates, soil productivity,
and crop structure. Ten percent of respondents believe that the agricultural
policy was impacted by public policy in terms of the decisions or policies, which

had been changed through political pressure.

6.1.13 Comparing policy approaches
Figure 6.9 below highlights the fact that agricultural policies in the nineteen-

seventies and the nineteen-eighties (three- and five-year plans) were devised in
order to adopt the best approach for the Libyan agricultural sector. Such
policies effectively contributed to economic development. Moreover, the
previous policies were more effective according to 60% of the views of
policymakers. The increase in the production as well as high rates of self-
sufficiency in some crops were indications of the success of long-term plans
and programmes compared to the poor performance of the agricultural sector

recently. On the other hand, 40% of policymakers were of the view that
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although the performance of current policy is poor, it is still developing and

needs more support to be successful.

Comparing agricultural policies

m the previous policies are
more effective

m the current polcies are at
the stage of processing and
developing

Figure 6.9 Evaluation of agricultural policies

6.1.14 Mechanism of making decisions
Concerning the mechanism of making decisions, Figure 6.10 (below), shows

that 50% of policymakers made decisions based on available data despite the
difficulty in information collection. Twenty-five percent of respondents pointed
out those decisions are often taken based on their experience, with another
25% indicating that the decisions were taken because of instructions from top
government officials. In addition, the participants suggested that there is no
clear mechanism when making decisions in the agricultural sector. This affected

the success of agricultural policies.

Mechanism of making decisions

According to the Based on our instructions from
available data experience top
Figure 6.10 Mechanism of making decisions

138



6.1.15 Effectiveness of annual policy approach

Sixty percent of respondents indicated that the annual policy approach is not
effective and evidence of this is the weak agricultural performance in recent
years. Twenty percent of respondents note that policies need to undergo some
development. On the other hand, 20% agree that the annual approach is
appropriate for the macro-policy implementation. See Figure 6.11 for details on

effectiveness of annual policies.

Effectiveness of annual policy approach

Disagree To some extent Agree

Figure 6.11 Effectiveness of annual policy approach

6.1.16Achieving the objectives of agricultural policy during the study
period

Table 6.3 below indicates which of the two approaches have contributed
effectively to the achievement of policy objectives from the perspective of policy
makers. The first approach contributed effectively in terms of the protection of
agricultural resources, the increase of the self-sufficiency ratio and increasing
proportion of the agricultural sector contribution to GDP. The second approach
has been more effective in terms of increasing use of modern technology and

organising the agricultural marketing zonally.
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Table 6.43 Achieving the Objectives of Agricultural Policy during the Study Period

1973-1985
The Objective VE E FE NE | NEatall

1- Presefve anfi protect the natural resources while exploiting 25% | 75%

them in the ideal ways.
2- To achieve self-sufficiency of agricultural products 25% | 75%
3- Development of laws and Agricultural legislation 50% 50%
4- The application of modern technological means 60% 40%
5- Organise the agricultural marketing on the agricultural 50%

zone's level, ’
6- !ncreasing p.ropor.tion of the agricultural sector contribution 70% | 30%

in to the national income.

1986-2007
The Objective
ject VE | E FE | NE | NEatall

1- Preserve and protect the natural resources while exploiting o o

them in the ideal ways. >0% 50%
2- To achieve self-sufficiency of agricultural products 20% 80%
3- Development of laws and Agricultural legislation 50% 50%
4- The application of modern technological means 65% 359%
5- Orga'mse the agricultural marketing on the agricultural 55% 45%

zone's level.
6- Increasing proportion of the agricultural sector contribution

in to the national income.

75% | 25%

VE (very effective) E (effective) FE (fairly effective) NE (Not effective) NE at all Not

effective at all

6.1.17 Factors responsible for the failure to achieve the objectives of
agricultural policies
Table 6.4 below shows that majority of factors responsible for the failure to

-achieve the objectives of agricultural policies recently were related to the nature
of agricultural policy and mechanism of decision-making and the relationship
between sub-policies and macroeconomic policy. Seventy-five percent of
respondents agree that the pi'oblem is the unequal subsidy policies, and
policies not addressing the needs of small farmers. Also the adoption of un-
integrated agricultural plans and policies is the main problem for the failure.
About 70% of respondents indicated that the lack of active co-ordination and co-
operation between the officials’ is not a problem. Also 80% of participants stated
that the duality and overlapping of the authority of officials is problem.
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Table 6.54 Factor responsible for the failure to achieve the objectives of agricultural policies

Statement VB B B NB NB
at all
1 The duality and overlapping of the authority 80% 20%
Lack of active co-ordination and co-operation between
the official bodies 30% 70%

3 The adoption of un-integrated agricultural plans and

policies 60% 40%

5 The un-equal subsidy policies in the state, which are

not meeting the small farmers' needs. 75% 25%
V B very big problem B Big problem FB fairly problem NB not problem NB at all Not
problem at all

6.1.18 Factors facing the implementation of agricultural policies
In terms of the significance of the main factors facing the implementation of

agricultural policies, 85% of the participants agree that factors such as climate
(temperature and wind), lack of agricultural planning, weak policy on subsidy for
farmers, weak contribution of private sector in the agricultural sector and the
weakness of agricultural finance are very significant constraints. Eighty percent
of respondents indicated that the absence of agricultural information, extension
services and guidance, absence of government marketing institutions in all
agricultural regions, the absence of control systems and follow-up in the
government bodies are significant constrains. On the other hand, 60% of
respondents pointed out that biological reasons concerning insects and plant
disease, lack of irrigation techniques, absence of food processing industries,
size of farms and the absence of agricultural regulations on the export of both
chemical and natural fertilisers are not significant constraints to agricultural

policy implementation. See Table 6.5 below.

Table 6.65 Factors facing the implementation of agricultural policies
Statement VS S FS NS NS at all

Climate (temperature and wind) 85% 15

Lack of agricultural policies 85% 15

Weak of subsidies and finance policy 85% 15

Lack of the role of private sector 85% 15

Absence of agricultural information, marketing 20

institutions and monitoring policies 80% %

Lack of irrigation techniques, size of farms and plant 15

disease % 60% 25%

6.2  Assessment of agricultural policies through the perspective of
small farmers for the periods 1973-1985 and 1986-2007
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This section aims to assess the impact of agricultural policies over the periods

of study from the viewpoint of farmers.

This part based on the data in the official records of the Secretariat of
Agricultural Sector in Al Jabel Al Akhder Region in terms of the number of
registered farms in the Secretariat to choose the farms sample and to have an
idea about the distribution of farms in the region and the type of aéricultural

activities in each farm

Due to lack of reliable farm records to aid the assessment of the impa.ct of
policies, the researcher divided factors that impact on agricultural activity at the
farm into three types 1) social economic factors 2) agricultural factors, 3)
government initiatives Linear regression and logistic regression were used to
identify the relative importance of each independent variable. Table 6.6 shows

the variables used in the analysis.

Table 6.76 Variables used in the analysis
Factor Type Scale Technique
Annual gross sales Dependent Interval scale Linear regression
Agricultural Dependent Categorical scale Logistic regression
performance
Socio economic factors
Age independent Interval scale Linear regression
Education independent Interval scale Linear regression
Experience independent Interval scale Linear regression
Agricultural factors
Farm size Independent Interval scale Linear regression
Number of workers Independent Interval scale Linear regression
Fertilisers Independent Interval scale Linear regression
Factors related to government initiatives (agricultural policies)

State’s interest Independent Categorical scale Logistic regression
Infrastructure Independent Categorical scale Logistic regression
Cooperative societies Independent Categorical scale Logistic regression
Market condition Independent Categorical scale Logistic regression

6.2.1 The distribution of socio economic factors

Age

Thirty-five percent of farmers were over 60 years old, while 28% within the 51-

60 year age group, and the rest were under 50 years old.
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Qualification

Thirty percent had a university degree, while 22% had College or Technical
school qualifications, and about 30 % had secondary school qualifications, 14%
had primary school qualification, whilst the rest were illiterate.

Family size
In terms of number of family member, 26% had over 11 members, while 22%
had between 9-11 members, whilst 52 % had more than 3 members.

Non-agricultural income
Seventy-eight percent of the total sample had no non-agricultural income.

Experience
With respect to the experience, 12% had experience of more than 40 years and
48% had experience of 21-40 years, while only 16% had experience of less

than 10 years

Linear regressions
The results of multiple linear regressions as indicated in Table 6.7 below shows
that there is a positive relationship between annual gross sales and level of

education and experience.

Table 6.87 multiple linear regressions of socio economic factors
Variables Coefficient S.E P-value r f Significance f
Constant . 2.543 .681 0.001
Age -.594 .184 0.002 053 |5.882 | 9002
Education level .365 . 124 0.005 .
Experience .624 174 0.001

a. Predictors: (Constant), Experience, Education level, Age b. Dependent Variable: Annual
Gross Sales

On the other hand, there is negative relationship between annual gross sales
and age. This is acceptable economically, as any increase in the experience in
the agricultural field and education level impact positively on performance at
farm level, while increasing age will negatively affect the performance of

farmers. The value of r* is approximately 0.53
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6.2.2 Farm characteristics
A farm size of less than 20 ha is the dominant feature of farm holdings in Libya.

Fifty-two percent of farms in Al Jabal Al Akhder Region were less than 20 ha,
while 28% of sample farms were 20-40 ha, and the rest of sample was over 40
ha. Forty-two percent of the farms were family property, and 14% were
inherited, while 44% had been bought.

Due small size of farms, 56% of farms employed 3-8 workers, while 24%

employed 9-11 workers; the rest of farms employed over 11 workers.

The nature of agricultural activity was varied. Forty-eight percent of the farms
were irrigated, while 12% were rain fed farms. Forty percent of the farms were

mixed (irrigated and rain fed farms).

The crops grown were also varied, due to the large proportion of irrigated farms
in the region. About 40% of farms produced vegetables, while 36% produced
vegetables and fruits, and 4% produced grains. Other farms were mixed (grains

and vegetables and fruits). |

There are no farms that depended only on the organic fertilizers. Thirty-eight
percent depended only on chemical fertilizers, 62% depended on both organic
and chemical fertilizers. With regard to the costs of fertilizers that have been
used by farmers, about 28% estimated cost of fertilizer used per year between
7000-9000 LY.D, while 20% between 5000-7000 LY.D per year and about 26%
between 1000-3000 LY.D and only 4% of sample estimated the production
costs as more than 9000 LY.D per year.

6.2.3 Choice of crops
When farmers were asked about the reason for choosing crops, 78% of the

sample chose profitable crops, while 18% chose to grow these crops by trail,
while the rest chose to grow their crops for other reasons. Figure 6.12 shows

details of reasons for farmers’ choice of crops.
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Figure 6.12 Choice of crops

Multiple regression analyses were conducted to examine the relationship
between annual gross sales as dependent variable and farm size, number of
workers, fertilisers, and agricultural policy as independents variables. The
results as shown in Table 6.8 below indicate that there is positive significant
association between annual gross sales, number of workers and fertilisers and
farm size. In addition, there is statistically significant negative relationship
between annual gross sales and agricultural policy. The results also show that
the annual gross sales depend on fertilisers more than other factors in the

equation. The value of r2is approximately 0.50.

Table 6.98 Multiple Regression estimates for determinants of agricultural production at farm level
Variables Coefficient SE P- value r2 f Significance f
Constant 0.858 0.421 0.047
Farm size 0.158 0.094 0.1000
Number of 0.272 0.134  0.0483 0.000
workers 0.50 11.52
Fertilisers 0.355 0.115 0.0055
Agricultural -.152 0.492 0.75
policy

Dependent Variable: Annual gross sales

Dependency on fertilisers in production at farm level is shown in Table 6.9

below.
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Table 6.109 Zero-order Correlation Coefficients between the output and inputs variables

Factor Production Size of farm Number of workers  Fertilisers
Production 1.00

Size of farm 0.522**

Number of workers  0.559** 0.439**

Fertilisers 0.634** 0.513** 0.539**

Agricultural policy -0.03 ** 0.15** -.02** -.05**

** Correlation is significant at the 0.01 level

There is a positive correlation coefficient of fertilisers (0.63) and production. The
correlation coefficient of farm size and number of workers are 0.55, 0.52 and
production respectively. On the other hand, there is negative relationship
between production at farm level and agricultural policy where correlation
coefficient was -0.03. There is also a negative relationship between agricultural

policy and number of workers and fertilisers (-0.02, -0.5) respectively.

6.2.4 The role of the State in agriculture
Concerning the degree of the State's interest in the agricultural sector, Figure

6.13 below shows that majority of respondents (76%) stated that the state's
interest was limited. Twenty-four percent of respondents noted that the state’s

interest in agriculture is big.

= big
m fairly big
small

m very small

Figure 6.13 State’s interest in agriculture

In terms of procedures for obtaining agricultural loans, 72% of the sample noted
that it is fairly easy to get agricultural loan while 22% said that it was difficult to
get agricultural loan. Infrastructure of the agricultural sector is not effective
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according to 84% of the sample, while 16% said that it is effective. The role of

cooperative societies is not effective according to 84% of the sample, while it is

effective to some extent according to 16% of the sample. Market conditions are

not effective according to 58% of the sample, while 42% suggested it is

effective to some extent.

Table 6.11140

Distribution of factors related to agricultural policies
Question No Variable Frequency Percentage Cumulative
percentage
Q3.4 Interest of state
Very Big 0 0 0
Big 2 4 4
Fairly big 10 20 24
Small 30 60 84
very small 8 16 100
Q3.5 statement 2 Procedure of agricultural loans
Very Effective
Effective 0 0 0
Fairly effective 3 6 6
Not effective 36 72 78
not effective at all 9 18 96
2 4 100
Q3.5 statement 1 Infrastructure
Very Effective 0 0 0
Effective 7 14 14
Not effective 41 82 96
Not effective at all 2 4 100
Q3.5 statement 3 Cooperative societies
Very Effective 0 0 0
Effective 0 0 0
Fairly effective 8 16 16
Not effective 40 80 96
Not effective at all 2 4 100
Q3.5 statement 1 Market conditions
Very Effective 0 0 0
Effective 0 0 0
Fairly effective 21 42 42
Not effective 27 54 926
Not effective at all 4 4 100
Q3.8 Participating in  decision
making
Yes 2 4 4
No 48 96 100
Q3.9 statement 2 Positive impact of current
policy
Strongly Agree 0 0 0
Agree 2 4 4
Moderate 8 16 20
Disagree 24 48 68
Strongly disagree 16 32 100
Q3.9 statement 5 Negative impact of the gap
between farmers and state
Strongly agree 29 58 58
Agree 19 38 96
moderate 2 4 100
Disagree 0 0 0
Strongly disagree 0 0 (0]
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The results of the questionnaire show that 96% of the sample did not participate
in any decision-making process of agriculture. Eighty percent of the sample
confirmed that the current agricultural policies have not had any positive impact
on the agricultural sector, while 16% were of a contrary view and pointed out
that current agricultural policies have a positive impact but to some extent.
Ninety-four percent of the sample agrees that the gap between farmers and
government bodies is responsible for the negative impact on agricultural

activity. See Table 5.9 below for details of factors related to agricultural policies.

Binary logistic regression was used to investigate the relationship between
égricultural performance with farm as a categorical dependent variable and
some factors relating to agricultural policy. Table 6.11 shows that there is no
statistically significant negative relationship between the ‘performancé at farm
level and State's interest and market condition, where regression coefficients
are estimated by (-0.376; -1.384) respectively. There is no stétistically
significant positive relationship between the performance at farm level and
infrastructure and cooperative society's role. Regression coefficients are
estimated by (0.221, 0.143).

Table 6.1244 Binary logistic regression of factors related to agricultural policies

State’s interest (x1) LogitY=Log(Yi/1-Y)) = - 0415 - 0.376 X1
(0.845) (0.508)
Infrastructure (x2) LogitY=Llog(Y/1-Y)) = - 2471 + 0.221X2
(0.249) (0.745)
Cooperative societies (x3) | LogitY=Llog(Y:/1-Y)) = - 2311 + 0.143X3
(0.410) (0.858)
Market condition (x4) LogitY=Log(Y;/1-Y)) = 1.61 - 1.384X4
(0.439) (0.114)

The correlation matrix depicted in Table 6.12 below shows the relationship
between the performance at the farm level and some variables related to
agricultural policies is very low. There was a negative relationship between the
performance at the farm level and the state's interest and market conditions.

The correlation coefficients were estimated at (-0.09; -0.22) respectively.
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There was a positive relationship between the performance at farm level and
infrastructure and cooperative society's role. The correlation coefficients
estimated as (0.04, 0.02). On the other hand, the highest value of correlation
coefficients among variables related to agricultural policies was betwéen
infrastructure and market condition (0.59). See Table 6.12.

Table 6.1312 Zero-order Correlation Coefficients between agricultural polices factors

Factor Farm State’s Infrastructure | Cooperative | Market
performance | interest societies conditions

Farm performance 1

State’s interest -0.09 1

Infrastructure 0.04 0.29 1

Cooperative societies | 0.02 0.62 0.33 1 e

Market conditions -0.22 0.37 0.59 0.46 1

Logistic regression was conducted to investigate the relationship between
agricultural performance at farm and agricultural policy. The results showed that
there is no statistically significant relationship between the performance at farm
level and agricultural policy. See Table 6.13 below for details.

Table 6.1443  logistic regressions of agricultural policy and performance at farm level

Variables in the equation B S.E. df Sig.
Constant -3.135 2.889 1 .278
Agricultural policy (1) 1.427 2,917 1 .625

a. Variable(s) entered on step 1: Agricultural policy.

6.3 Interviews with farmers on assessment of agricultural policies

Due to the importance of information that can be obtained through interviews
with farmers, as the main focal group in any agricultural policy, interviews were
conducted with farmers on the assessment of agricultural policies. The
interviews were transcribed and analysed thematically. Due to political
conditions in Libyan during the period of field study (Revolution of 17"
February), only 10 farmers were chosen as a sample from Al Jabal Al Akhder

region.
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6.3.1 The role of agricultural policies in agricultural development at

farm level

Referring to the impact of agricultural policies in Libya on the agricultural sector,
90% of the interviewees agreed that the agricultural policies in Libya had a
great impact on the agricultural sector in general and agricultural activities at the
farm level. This is evidenced in the quote that:

"The agricultural production and cultivated areas have seen dramatic increase
during the nineteen-seventies and nineteen-eighties (during the period of the
three- and five-year plans) and led to improved financial situation and social
status of farmers where farming became attractive and provided adequate
standard of living. This was the result of the interest of the state through
implementing integrated agricultural policies, such as lending, support policy,

pricing policy and extension policy". See Appendix C.

In contrast, the absence of agricultural policy and the absence of the state's role
in the agricultural sector have led to decrease in production, decreased
cultivated areas and changing crop structure to commercial crops that rely on
fertilizers to get quick profit. Also some farmers have used agricultural land for
non-farm activities (See Figures 6.14) to provide financial returns to improve
their standard life. While 10% of the interviewees suggested that the state has
so far not been implementing agricultural policies that enable them to practice
better agricultural practices they agreed that the period between 1973 and
1986, when medium term plans were implemented, were somewhat better than

the current period where annual plans are implemented.

Figure 6.14 Exploitation of agricultural land for residential activities (2012)

Source: Author field work
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6.3.2 The nature of decision-making

In terms of the nature of decision-making process and the extent to which
farmers are participate in the decision-making process, the extent of their ability
to communicate with officials; the answers are disappointing to a large extent
where 75% of the participants pointed out that

"We did not participate or even discuss any decision or agricuitural poiicy that
has been applied and we do not have any idea about how the decision was
taken and the gap between farmers and the officials of the sector is very large.
Some farmers have never met any official of the Secretariat of Agriculture". See

Appendix C.

Twenty-five percent of farmers interviewed noted that some decisions were
heard and discussed with farmers in the cooperative societies in the nineteen-
seventies and nineteen-eighties. However, no interviewees participated or even
discussed any policy before its implementation in recent times. The policy
decisions are “from above", Furthermore, the participants stated that, in recent
.years, there has not been any clear policy, but they were using their personal
skills at the farm level, which has a negative impact on the use and depletion of
natural resources such as water and land. The goal of farmers was to get profits

even if they had to resort to excessive of fertilizers.

It is worth mentioning that 90% of the participants appreciate the Governor of Al
Jabal Al Akhder region when in 2005 he met farmers for the first time about the
possibility of exploiting some of their land to grow com. The Al Jabal Al Akhder
region is characterized by a large amount of livestock and at that time, the feed
prices were high. Thus, the governor stated that there was the possibility of
government to provide equipment and machinery for planting corn, and
treadmills to accommodate their corn production if farmers would allocate some

of their lands for the cultivation of the crop.

Farmers welcomed this decision and they felt the importance of being an

important target group that have a role in the decision-making. Unfortunately the

151



change of political administrative system led to the failure of this project but it

was a good attempt to involve farmers in agricultural decision-making.

6.3.3 The changing in agricultural economy
The interviewees expressed varying views regarding the changes that have

occurred in the agricultural economy in Libya, the role of the State and the
private sector. Sixty percent of the interviewees noted that the state was
supervising the strategic agricultural projects, such as controlling desertification

by supporting farmers to plant grains. See Figures 6.15 and 6.16 below.

Figure 6.15 Project of Al Sareer to stop desertification (1985) before transferring the ownership to the
workers Source: Zidan (2007)

The ownership of these projects has been transferred to farmers but
unfortunately they are without any support and the projects have failed. See

Figures 6.17 and 6.18. Forty percent of the participants stated that:

"The transfer of ownership of the agricultural projects was a positive step but
the intervention and supervision of state should have continued in terms of
provision of production inputs such as fertilizers, seeds and machinery. These

inputs are now provided by private sector at high costs" See Appendix C.
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Figure 6.16 Abu Shieba (Sert) Agricultural Project (1985) before transferring the ownership to the workers
Source: Zidan (2007)

The transfer of ownership was due to several reasons. "The state increased
investments in other sectors that are more profitable that agriculture. Also the
economic blockade led to lower yields and funding for such projects. Although
the transfer of the ownership of these projects to the private sector was a
positive move, transferring the projects without any support led to remarkable

decrease in production”. See Appendix C.

Commenting on the private sector, all the interviewees confirmed that the
absence of agricultural policies have left the private sector with no clear role,

regulation or laws.

Figure 6.17 Functional factory at Al Jabal Al Akhder (2012) after transfer to private sector
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Source: Author field work

Figure 6.18 Functional factory at AL Jabal Al Akhder (2012) after transfer to private sector
Source: Author field work

6.3.4 The role of state in providing agricultural services and facilities to
farmers
All the participants agreed that the oil sector was more attractive for workers

and this led to migration of workers from farms to oil companies in the early
stages of the discovery of oil. Therefore, in the nineteen-seventies and
nineteen-eighties, the State made plans to give more attention to the
agricultural sector by 'providing farmers all the necessary for agricultural
activity, such as private home, agricultural land, equipment, machinery, seeds

and fertilizers and animals\

On the other hand, many food industries such as mills, pasta factories, and
juice factories have been established and loans made available to farmers
through agricultural banks. Furthermore, extension services or veterinary
centres were established across the country to support farmers. There was also
an incentive pricing policy. Through these interventions, the agricultural sector
achieved large growth in terms of production or self-sufficiency in crops such
grains. This in turn led to decent life and adequate standard of living for farmers.

The interviewees also stated that
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"When the state handed over state farms to private farmers, the government
gave monthly salaries for three years for them to stabilize and this was a large

motivation for farmers". See Appendix C.

However, in the nineties, "Farmers became completely separate from
government and also proper planning was missing and the gap between
farmers and the state increased. The absence of cooperative societies, which
were responsible for providing inputs at affordable prices, the reduced role of
agricultural extension and farmers cultivating crops of their choice and using
pesticides and chemical fertilizers led to the decline in cultivated areas,
production and commercial crops become the dominant feature of the

agricultural sector" See Appendix C.

6.3.5 The impact of changing the agricultural policies approach on
performance of farmers.
This section analyses the effects of changing agricultural policies on farmers,

productivity, production levels and structure of crops cultivated by farmers. All
the interviewees indicated that agricultural policies in the nineteen-seventies
and nineteen-eighties, were transparent and aimed at increasing production
through supporting farmers with loans, wells and marketing incentives to

increase cultivated areas as indicated in the following quote.

“There was significant interest in cultivation of grain, apples and citrus fruits
because of the price incentive for these crops by the state". See Appendix C.
Most farms planted grain crops because of state policy that encouraged its
production and created a ready market at remunerative prices. Also the State
provided incentives for the production of crops such as apples and grapes by
setting up factories that depended on such crops. Thus, agricultural produce
was marketed through the state at attractive prices and these encouraged
farmers to increase their output. In addition, "Cooperative societies played an
effective role in providing inputs to farmers at reasonable prices". See Appendix
C.

All the interviewees pointed out that in the recent years, as a result of the
changes in government policy on transfer of ownership of agricultural projects,

from state to private owners, absence of government funded factories and mills,
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of marketing incentives, and ineffectiveness of cooperative societies, combined
with the reduced role of the state overseeing the sector, led to reduced

agricultural activities.

“These have left farmers with high input prices and low rates of production of
food crops. Farmers have thus shifted to cultivating commercial crops and are
increasing their production through the exéessive use of chemical fertilizers
‘without technical advises. This has led to a deterioration of land and has

increased farmers input cost . See Appendix C.

About 20% of the participants stated that they have reduced their farm acreage
due to high cost of inputs and 40% of them said that agriculture is no longer a
sustainable business but has become a "traditional occupation” as implied in

the following quote.

“Agriculture is no longer a lucrative career and does not provide enough income
like ofher economic activities, but farmers see this career as an honourable
profession with a great history in their religion. The prophet Mohammed, (peace
be upon him), worked as a shepherd grazing his herds, and there are
many verses in the Quran and authentic hadith that encourage action on
agriculture, which indicate the relation and benefit to human life”. See Appendix
C.

6.3.6 Evaluation of first agricultural policies during 1973-1985
All the respondents’ participants agreed that during the period 1973-1985

- (period of three- and five-year plans).

"Agriculture as an activity .and profession in this period was better than the
current period. Government provided incentives such as housing and other
inputs and thus the agricultural sector was attractive to engage in. Also
agricultural inputs, particularly fertilizers, seeds and machinery were made
available at reasonable prices to farmers through cooperative societies.

Government also insured farmers against the peril of fire”. See Appendix C.
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The interviewees indicated that during this period, agricultural centres of
extension and veterinary services were available in all régions and policies
made it easy to get loans for land reclamation and the drilling of wells for
irrigation purposes. Furthermore, pricing policies were effective with
government purchasing crops at reasonable. In addition, international expertise
in the field of agriculture was engaged to advise farmers. All this in tumn led to
increased production, productivity and increased the cultivated areas, as well as
remarkable improvement in self;sufﬁciency in a range of crops by the State.
Participants indicated that the performance of agricultural sector during 1973-
1985 in general was very good with 75% of the participants’ noted that the main
drawback of these policies was:

"The weak of supervision, monitoring and evaluation of policies led to increased
costs of agricultural inputs that burdened the state budget.
Twenty-ﬁve‘ percent of the interviewees stated that the limitation of policies
during this period was the involvement of farmers in a decision-making ". See

Appendix C.

6.3.7 Evaluation of current agricultural approach
Regarding the assessment of current polices, all the respondents pointed out

that the "Impact of annual agricultural plans in Libya is negligible". Such plans
did not give the farmers any idea about what they will produce this year or next
year nor an indication abouf the market needs. According to 65% of
participants, annual plans in the agricultural sector were "vague" and did not
give a clear idea about what is going on, especially since the agricultural sector
has peculiar characteristics such as the length of production and the nature of
the agricultural products, making it different from other sectors. Thirty-five
percent of respondents indicated, "There was no support for both input or
output and resulting in higher production costs". See Appendix C.

This led to losses for the farmers and agriculture, as a source of income is no
longer encouraging for farmers to have a decent life for themselves and their
families. This in their opinion led to the phenomenon of the allocation of

agricultural land for non-agricultural activities.
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In addition, 25% of the interviewees said that "The agricultural sector did not
need an annual plan because it is activity characterized by long periods
between planting period and the period of harvest and also needs a policy for a
period of post-harvest such as storage and marketing, and these stages need

long-term policies". See Appendix C.

6.3.8 Funding and marketing policies
With respect to funding and marketing policies during two different policy

periods, 80% of the sample stated that Agricultural Bank was responsible for
providing loans for digging wells. However, of late, farmers have not been able
to service the loans due to the high costs of inputs and low financial return.
While 20% of the participants said funding policy during the period 1973-1987
was good enough and were links with other policies on extension and subsidies.
However, in the second period from 1987 to -2007, funding policies were linked
to other economic policies, and this led to a decline in production. With regard
to marketing policy, the entire sample noted that in the nineteen-seventies and
nineteen-eighties, the farmers sold their produce to the State with prices known
in advance. The National Marketing Company was responsible for marketing.
However, of late, farmers sell their produce to wholesalers and retailers, and
there is no State mechanism to supervise and control prices of inputs. This has

created market uncertainties.

6.3.9 Planning agricultural policy
Thirty-five percent of the participants stated that agricultural policies must be

long-term and consistent with the other sectors policies, especially the industrial
sector. In addition, agricultural policies must be consistent with each other. (An
issue raised was that now, for example, inputs policies and marketing policies
are not consistent). Thirty-five percent of respondents are of the view that
policies should be monitored and evaluated to ensure that they achieve the
desired impact. In addition, the need to involve farmers in the design or
identification of appropriate policies for agricultural sector is very important. This
could be done through the secretariats of agricultural or cooperative societies.
Thirty percent of the participants recommended increased awareness creation

about the vital economic and social benefits of the agricultural sector.
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Respondents noted that government should pay more attention to financing and
support policies and pay more attention to development of research programs
on the development and improvement of varieties of agricultural crops. In
addition, they indicated the need for the development of an integrated approach
for agricultural research to find solutions to technical problems and integrate
new technologies appropriate for the environmental conditions prevailing

Libyan.

6.4  Chapter summary
Before the discovery of oil in Libya, the agricultural sector contributed about

30% to the GDP and employed about 70% of the labour force. Because of the
discovery of oil and its attendant huge financial returns, Libya sought to develop
the agricultural sector through agricultural policies and programmes. The period
1973-1985 (the first period of this study) was the time in which most of the

important agricultural policies were formulated and implemented.

The Libyan agricultural sector during this period witnessed remarkable
development in the total area under cultivation, agricultural production and,
therefore, high rates of self-sufficiency in some crops. This applied particularly
to cereals. During this period, the contribution of the agricultural sector to the

GDP improved remarkably.

Due to the fall of oil prices in the nineteen-eighties, budgetary allocations for
agricultural development decreased. This led to the adoption of annual policies
or programmes that had a negative impact on the sector in terms of production,

productivity and the contribution of the agricultural sector to the GDP.

Evaluation of key variables related to agricultural resources and contribution of
agriculture to the Libyan economy, shows the number of workers declined. This
was because of labour migration to the oil sector, from about 28% in 1973 to
20% in 1985. The decline continued until it reached about 5.2% of the total
labour force in 2007. The development allocation for the agricultural sector also
declined significantly, from about 21.5% of total development allocations in
1973, to about 12.5% in 1985. This continued to decline to about 1.6% in 2007.

Significantly, during the first period (1973-1985), there was increased cultivated
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area and productivity. These meant increased contribution of the agricultural
sector to the GDP, as well as significant improvement in per capita agricultural
output. During the second period (1986-2007), there was a decline in all the
variables related to agricultural resources and the contribution of the agricultural
sector to the Libyan economy. The second period was characterised by a
continuing decline in employment and budgetary allocations to the agricultural
Sector, as well as a lower contribution of the agricultural sector and lower per
capita of agricultural GDP. The results also showed an increase in the import
cost of agricultural commodities, especially in the second period, because of the
low performance of the sector. Thus, the Libyan agricultural trade balance
suffered from a deficit during the second period of the study.

The findings show that there are no clear mechanisms for decision-making in
the agricultural sector in Libya. The limited involvement of the private sector in
policy formulation has resulted in low agricultural productivity. Most of the
respondents did not participate in any decision on agricultural and there was
large gap between farmers and those responsible for the agricultural sector.
The study shows that the farmers have sufficient experience in the field of
agriculture and are educated. Both factors are reflected in the performance of
the sector. The study confirmed that small agricultural land holdings are typical
in Libya. It was noted that there is no clear policy on what crops farmers could
_ cultivate, but farmers tended to cultivate profitable cash crops with heavy

reliance on chemical fertilizers to the detriment of the environment.

There was no significant effect of current agricultural policies on farming
performance, for any of the variables considered. The later related to the State's
interest, the role of cooperative societies, the infrastructure of agricultural
sector, and the market conditions. However, the farmers were of the view that
agricultural policies in the period 1973-1985 played an important role in the
development of the agricultural sector in Libya. This was through the
formulation and implementation of effective policies, which led to increases in
production and cultivated areas. There was improved national food self-
sufficiency in some crops such as grain and fruits. On the other hand, the
absence of appropriate policies in the second period of study (1986-2007), led

to the deterioration of the agricultural sector and resulted in a poor economic
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and social situation for the farmers. The Agricultural Associations Cooperative
was instrumental in improving performance at the farm level by providing
farmers with production inputs at reasonable prices and providing a meeting
point for farmers. However, its absence in the second period (1987-2007), led to
importers of agricultural inputs exploiting farmers, which led to farmers'
reluctance to increase cultivation and instead use their farmland for non-

agricultural activities.
It was found that policy makers:

1. Were over-reliant on oil revenues to develop the agricultural sector. This
tailed off with the decline in oil prices and was the main reason behind
the change of approach in agricultural planning policy, the shift from
medium-term plans to annual plans. '

2. Had no clear guidelines for agricultural decision-making.

3. Had a major communication gap between those responsible for
agricultural decision-making and farmers.

4. Had no private sector element in their deliberations. The absence of the
private sector playing an active role in agriculture was an issue. An
effective private sector could have contributed to providing a suitable
environment for a competitive market. However, what happened was a
disagreement between the decision-makers about the importance of
State intervention in the agricultural sector. Comparing the approaches to
policy formulation and implementation between 1973 and 1985 and 1986
and 2007, all the policy makers agreed that agricultural policies for the
period 1973-1985 were more effective in terms of policy objective

achievement and the performance of the sector.

From the perspective of farmers, the agricultural sector during the period 1973-
1985, was characterized largely by appropriate agricultural policies. These
policies included pricing policies that provided a profit margin for farmers, and
marketing policies that ensured the marketing of their produce where the state
purchased surplus production. In addition, the active role played by the
cooperative societies and the availability of extension and veterinary services,

led to an increase in production at farm level and improved farmers' incomes,
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which in turn led to improve the living standards of farmers. By contrast, farmers
stated that the state's interest, in the second period of the study (1986-2007),
decreased dramatically, to become negligible. Implementation of pricing or
marketing policies and the reduction of the active role of cooperative éocieties
and extension services isolated the state from the key stakeholders, farmers.
Furthermore, agricultural decisions at the farm level, such as which crops to
cultivate, area size to cultivate, quantities and type of fertilizer and time of
application, all become dependent on the farmers themselves. This led to
excessive reliance on the use of chemical fertilizers to increase production and
the conversion of agricultural lands for non-agricultural activities to improve
financial returns for farmers and their families. The major drawbacks of
agricultural policies in general was the clear absence of the involvement of
~ farmers in the process of decision making as well as the communication gap
between farmers and those responsible for the sector. In terms of comparing
the two policy approaches, farmers believe that agricultural policies in the first
period (1973-1985) was more effective in terms of support, funding and state
interest, all of which impacted positively on the performance at farm level.

In the next chapter, these findings will be discussed in relation to the existing

literature that was reviewed in Chapters Two and Three; conclusions and
recommendations will then be made in Chapter Eight.
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CHAPTER SEVEN: DISCUSSION

7.0 Introduction
This Chapter discusses the findings of the research as presented in the

previous chapter in relation to existing literature on agricultural development as

reviewed in Chapters Two and Three.

7.1 A critical assessment and analysis of the research findings
Figure 7.1 below summarizes the key research findings and research outputs in

diagrammatic form. It shows the connection between the findings and existing
literature on agricultural policy and development in general and on Libya. These
findings are set out in relation to the research issues that emerged from critical
consideration of, and reflection on, these bodies of literature, along with the
most appropriate methodological strategy employed in this enquiry, namely, the
triangulation process. The three points of the triangle for the purposes of this
study consisted of 1) policy documents 2) policy makers and 3) policy receivers

as shown in Figure 7.1 below.

Policy makers -
government & ministry
officers and staff

Policy receivers and Policy, strategy
implementers - farmers documentation and
in the case study region governmental reports

and monitoring

Figure 7.1 The process of triangulation (from Rotherham pers. comm.)

A critical assessment of the research findings as shown in Figures 7.2 and 7.3

below, allows the following conclusions to be drawn:
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1) The main factor determining the role of the Libyan agricultural sector in
national development was the nature of the agricultural policies at the time.

2) Subsidy and pricing policies are critical factors in the effectiveness of
performance at farm level.

3) Oil revenues are the only source of financing for development projects in
Libya and the reason for the change in agricultural policy approach was
financial. That is, it was due to the drop in oil revenues in the early nineteen-
eighties.

4) There is no clear decision-making mechanism in place for the agricultural
sector. Furthermore, farmers did not participate in decision-making processes
even though the research indicates that they are educated and have sufficient
experience to participate in consultations.

5) Support, funding and subsidy policies are important and influential in both the
policy periods considered. The absence of effective policies in the second
period impacted negatively on the performance of the Libyan agricultural sector.
In addition, the State's interest in the agricultural sector declined significantly

during the period where policies were implemented annually.

The findings from the three points in the research triangulation, (evidence from
policy-makers, farmers and documents), have been summarized in the columns
of Table (see Appendix F - the first, second and third columns). These are
presented alongside a column displaying the findings of the literature review-
the fourth column; and a final concluding and summative fifth column. The latter
presents the critical assessment of the findings. The themes presented in the
first column of the table form the basis of the detailed and extended discussion

that follows.

In contrast to the columns, the rows present the key issues addressed in the

literature review:

1) The role of agriculture in development;
2) The impact of changing agricultural policy approaches on the performance at
farm level,

3) The agricultural sector vs. oil and other sectors;
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4) Mechanism of agricultural decision-making and the position of farmers; and

5) stakeholder evaluation of agricultural policy approaches in Libya.

Reading across a row (which addresses a given theme), and down a column
(which presents a research findings), provide a succinct summary of the key
findings. Taken together, this gives a comprehensive overview of the issues of
changing agricultural policies in Libya. This constitutes the significant

contribution to knowledge made by this research study (See Appendix F).

According to Cabral and Scoones (2006), fluctuations in the agricultural sector
have been closely linked to changes in government intervention. State
intervention has decreased because of the trend towards the liberalization of
world trade; and direct intervention by the state has been replaced with indirect
intervention, such as a focus on rural development. According to Van
Huylenbroeck, Lauwers and Fernagut (2006), this shift of intervention in policy
tools has led to an expansion in the role accorded to a range of stakeholders,

including farmers and their unions, as well as decision-makers.

The change in policy and government intervention that occurred in Libya led to
changes in traditional agricultural policies (EI Messallati, 2007), where the
results of agricultural policies depends, largely, on the reactions of farmers
towards these policies as well as the impact of the agricultural decision-making

environment.

High oil revenues provided an appropriate environment for the financing of all
development projects, including agriculture (GPCT, 1993). The agricultural
sector received a lot of attention, especially within the framework of strategic
economic and social transformation, and budgetary support, since 1973. This
includes: the three-year plan (1973-1975); the first five-year plan (1976-1980)
and the second five-year plan (1981-1985). These were medium-term plans and
were followed by a strategic approach of annual policies from 1986 to 2007
(GPCT, 1996). These plans were implemented on the assumption that the
development of the agricultural sector would lead to economic diversification

and reduce the role of oil in the national economy.
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In recent decades, Libya has adjusted its agricultural policies in order to
overcome agricultural problems. It has optimized the use of agricultural
resources, and accelerated the rate of agricultural development (Al Arbah,
1996). With the sharp decline of oil prices in 1985, the Libyan government was
forced to reduce its spending (GPCT, 1996). This led to a change of approach
in agricultural policy, namely, a move away from medium-term planning and
towards annual plans and programmes, which in turn affected agricultural

sector performance.

These research findings disagree with Diao et al. (2006), Byerlee, Diao and
Jackson (2005), Brandt, Rawski and Lin (2005), Sonntag et al. (2005), and
Huang and Rozelle (2008). This is with regard to the factors that determine the
role of agriculture in national development such as globalization, integrated
value chains, rapid technological changes, environmental constraints, and
institutional innovation. On the other hand, the findings agree with Christopher
et al. (2010) in the case of Nigeria, that the low role of agriculture was attributed

to inefficient funding and poor implementation of agricultural policies.

The findings of the research also agree with observations made by researchers
such as Krueger, Schiff and Valdes (1991), Binswanger and Deininger (1997),
WB (2007a), and the European Commission (2008). This was with regard to
support, funding, subsidy and pricing policies being critical factors in the
effective performance of agriculture at farm level.

On the other hand, the findings conflict with Ammani (2011), Stevens (2003),
Martin and Subramanian (2003), Gylfason (2006), Atsushi (2007), and McPhail
(2008), where in these studies, the impact of oil discovery on other sectors in
Libya, in the manner touched on and highlighted in the literature review, was not
possible because there were no effective sectors affected by exchange rate
change. This is where oil exports represent about 95% of the total exports, such
as in Libya. The findings are in line the views of Ossowski (2003) in terms of the
difficulty in predicting global oil prices and the flow of revenue. The findings also
agree with Ammani (2011) and Omeje (2006), in terms of financial flows from oil
revenues leading to the creation of a dictatorship regime, which controlled

Libyan oil capital for 42 years.
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The findings also agree with the World Bank (2011), Dyer, Boucher and Taylor
(2006), and Narayan (2009), on the importance of farmer participation in
decision-making. There is agreement too with Swinnen (2010), and Birner and
Resnick (2010), in terms of the nature of the political regime, which rhay create
distortions in the decision-making process. In this study, the issue was referred
to by 25% of decision makers in that higher authorities hand down decisions
without discussing them at decision-making committees. Eighty percent of them
believed that the overlap between authorities is one of the main challenges
facing the decision making process for agriculture in Libya.

In view of the high levels of education and extensive experience of Libyan
farmers, there should be no difficulty in engaging them in the decision-making
processes. Furthermore, in contrast to other countries, where stakeholders
constitute a diverse body (such as sector officials, local and international
institutions and organizations, private sector, companies and civil society), in
Libya this body is composed solely of decision-makers and farmers (FAO, 2004;
World Bank, 2008; Van Donge, Henley and Lewis, 2012).

Finally, the research findings from this study agree with reports from GPCT
(1993 and 1996), AOAD (1994),‘and statements made by El Messallati (2007).
This is in terms of support, funding, and subsidy policies, being important and
influential as demonstrated by the differences in outcome from the two policy
approaches. The results also agree with suggestions by Abdulgader (2005), El
Messallati (2007) and El Shiakhi (2009) with regard to pricing policies, which led
to increased cultivated area and production. On the other hand, the findings

regarding annual plans conflicted with AOAD (2008) and El Messallaﬁ (2007). |
They stated that during the annual plan approach, Libya implemented crop
structure policies to reduce the differences of production costs between regions.
However, in this study, 96% of farmers contested and denied this. Instead, they
were choosing cash crops to ensure high profit margins and appropriate
agricultural incomes. This situation has even forced them to use agricultural
land for non-agricultural activities, to generate returns that enable an adequate

standard of living.
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The role of agriculture in development.

The impact of oil discovery on agricultural development.

Key theme from the Agricultural policies and their role to improve the agricultural
research literature sector.

Issues in relation to the
Libyan case study

Assessment of agricultural policies.

Governances and decision making.

Agriculture sector in Libya was the effective sector in Libyan economic
development before the discovery of oil.

Libya undergone many changes in the economic policies including
agricultural policies benefiting from the high oil revenue, which isthe only
financer for agricultural development projects.

Improving the performance of agricultural sector under medium-term
policies.

After 1985, the approach changed to be a series of annual plans; this led
to dramatic decrease in the performance of agricultural sector.

What's the role of Libyan agricultural sector in development?

How the oil impacted on the Libyan agricultural sector?

Questions posed of
stakeholders and How the agricultural policies over the two approaches impacted on the

policies

Figure 7.2

performance of agricultural sector in Libya?

What's the reason behind the change of agricultural policies approach
and how the agricultural decision is made?

How do the stakeholders assess the two approaches of agricultural
policy?

Key themes, related issues and questions
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Policy formers (ministry/ government agency)

*The role of agriculture in development in Libya mainly depends on the nature and
approach of agricultural policies.

*Over-relied on oil revenues to develop agricultural sector.

*The decline in oil global prices was the main reason to change the approach of
agricultural planning policy from medium-term plans to annual plans.

*There were no clear guidelines for agricultural decision-making.

*There is a large communications gap between those responsible for agricultural
decision-making and farmers.

*The absence of the private sector in agriculture.

«Agricultural policies under medium-term plans were more effective in terms of
policy objectives achievement and performance of the sector.

Policy receivers & implementers (farmers)

eAgriculture sector under medium-term plans was more effective in development.
*The agricultural sector under medium-term plans was characterized by the presence
of appropriate pricing, funding, support, subsidies policies.

*The state's interest under annual approach decreased dramatically to become
negligible.

«Farmers have no idea about the process of decision making and did not involvement
in any decision.

eAgricultural decisions at the farm Ilevel become dependent on the farmers
themselves under the annual approach.

*The major drawbacks of agricultural policies in both approaches were the absence of
the involvement of farmers in the process of decision making as well as the
communication gap between farmers and those responsible for the sector.

*Agriculture is no longer profitable and prompted some to use the agricultural land in
non-agricultural activities.

*Some of farmers engaged in agriculture for social or religious reasons.

Figure 7. 3 Critical assessment and analysis of the research findings

7.2  The role of agriculture in national development
This section addresses the first and second Research Objectives of this study.

The first objective was to explore how, in an emerging economy, agricultural
development relates to government policy. The second objective of the
research was to examine agricultural development strategies and their effect on
the Libyan agricultural sector. This was undertaken using a research approach
that employs triangulation of data collection (i.e. interview, questionnaire and

document analysis).



According to Johnston and Mellor (1961) and Schultz (1964), the role of
agriculture in national development depends mainly on the context and the
circumstances surrounding the sector. Analysing the impact of the Industrial
Revolution on the agrarian sector in Libya, the role of agriculture within the
wider economy was to enhance the adoption of science-based technology and
led to overall national growth. Furthermore, economists have explicitly identified
linkages between strong growth and the multiplier effects of agricultural growth
and to the non-agricultural sectors (Johnston and Mellor, 1961; and Schultz,
1964).

Since 1982, in Libya, considerable changes have placed the agricultural sector
in a different context in terms of the new role of markets, technological and
institutional innovations. The new roles of the private sector and civil society are
all signals of a new setting for agriculture. The World Bank (2012) indicated that
up until 2009, there was a fall in the contribution of the agricultural sector to the
world economies. This was especially marked in the oil-producing countries. In
Libya, Saudi Arabia and Kuwait, it was noted that the agricultural sector no
longer formed the centre of their respective economies, nor did it constitute the

focus of decision makers’ attention in those countries.

Relating the findings of research into Libyan agricultural policy to the above,
50% of policy makers interviewed supported the view that agriculture continues
to play an important role in national development. They indicated that the
agricultural sector plays a major role in employing a large proportion of the

labour force and provides essential food commodities.

This view was supported by 90% of farmers interviewed. They considered that
agriculture plays an important role within the broader economy. Nevertheless,
while it had been an engine for development in the nineteen-seventies and
nineteen-eighties, when a medium-term policy approach was adopted, its role
decreased dramatically. Since that time, with a shift to annual policy plans, the

importance of agriculture has lapsed.

Again, document analysis supported the findings of previous research that

according to farmers, medium-term plans were better. They enabled increased
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development and enhanced the agricultural sector contribution to the general

development of the country.

The results of document analysis show a remarkable decline of all
macroeconomic indicators during the period of annual plans. This was

compared to the period where medium terms policies were applied.

The findings of this research support the view that agriculture has a vital role to
play in the country’s development. However, this is dependent on the policies in
place. These findings to some degree concur with the observations made by
Christopher et al. (2010) in the case of Nigeria where inefficiencies in the
agricultural sector were attributed to underfunding and the poor implementation

of agricultural policies.

However, these findings contradict views put forward by Diao et al. (2006) that
agricultural conditions, natural resources and geographic location, rather than
policies, are the factors responsible for agricultural growth. Other researchers
such as Byerle, Diao and Jackson (2005), Brandt, Rawski and Lin (2005),
Sonntag et al. (2005), and Huang and Rozelle (2008), noted that globalization,
integrated value chains, rapid technological changes, environmental constraints
and institutional innovation were the main factors influencing the role of

agriculture in development.

Furthermore, Brandt, Rawski and Lin (2005), Sonntag et al. (2005), and Huang
and Rozelle (2008), point out that the role played by agriculture may be
enhanced by the rapid development of the non-agricultural sectors. This can be
the case especially with the industrial sector. Institutional and structural change

is also influential.

Thus, whilst the role of the agricultural sector in national development is
important, the mechanics of strengthening this role differs from one country to
another. This research found the nature and efficiency of agricultural policies to
be an important factor in development. The study concurs that the type of
agricultural policy approach adopted has a significant influence in shaping the

role of agriculture within the wider economy. The implementation of medium-
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term plans during the nineteen-seventies and nineteen-eighties strengthened
the role of agriculture in development and improved the performance of the
sector. After 1985, the agricultural sector ceased to be at the centre of interest
for the Libyan State. Additionally, annual planning was adopted. This led to the
deterioration of agriculture and diminished its role as engine for development.

7.3 The impact of changing agricultural policies on farm level
performance
In Chapter Three, it was noted that literature on agriculture’s historical

development and agricultural policies in Libya is scarce. This study is one
attempt that helps fill the gap. This section addresses the Second and Third
Research Objectives. The second was to examine the key factors influencing
the development of Libya’s agricultural sector. The Third Objective was to study
the changes and development in both macro policies and agricultural policies in
Libya. According to the OECD (2008, p.12), agricultural policy is a set of
procedures, methods and reforms that are adopted in the agricultural sector to
achieve specific goals. Such policy is a way to organize and use economic
resources to achieve the objectives of society, and in this case, of the
agricultural sector. According to the Wilton Park Report (2008), ‘Agriculture
policies of national governments and the international community need to be
consistent and long-term and enable robust and dependable markets to
develop, policies need to recognise the reality of farming is critical at the
national and international level. Ellis (1992) defines agricultural policy as that
part of the state’s economic policy, which is applied to the agricultural sector.
This section seeks to establish how agricultural policies have affected

agricultural performance at farm level.

Seventy percent of policy-makers indicated that during the period in which
annual plans to agricultural policy was adopted, funding, financial support and
pricing policies were not sufficient. They confirmed that this had a negative
impact on performance at farm level. Referring to the fall in oil prices, they
pointed out that oil was the only source of finance able to support and realise
agricultural plans in Libya. Whilst the first policy approach was underway, i.e.
the medium-term agricultural plans, it was to some extent possible to effectively

enhance farmers’ performances and meet their needs.
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These findings support the views of the farmers, all of whom pointed out that
when the medium-term plans were in place, funding, subsidy and pricing policy
were very effective in enhancing agriculture at farm level. During this period the
govemment provided 1) agricultural land; 2) machinery alongside support for
agricultural inputs such as fertilizer, seed and pesticide at subsidized prices; 3)
Farmers’ Cooperative Societies responsible for providing such inputs; and 4) a

pricing policy with government prices higher than market prices.

All farmers who responded to the research questionnaire pointed out that in the
absence -of those policies, during the second period, 1986-2007, annual plans
forced farmers to shift to the cultivation of cash crops. Furthermore, these
depended on the excessive use of chemical fertilizers. This is view is also

evidenced in the quote from one of the interviewees:

“agricultural production and cultivated areas have seen dramatic increase
during the nineteen-seventies and nineteen-eighties (during the period of the
three- and five-year plans) and led to improved financial situation and social
status of farmers, farming became attractive and provided an adequate

standard of living” (See Appendix C).

These research findings correspond with the GPCT (1996), El Messallati .
(2007), and the AOAD (1994) in terms of the importance of support, funding and
subsidy policies in agricultural sector in Libya. The results also correspond with
Abdulgader (2005), El Messallati (2007), and EI Shiakhi (2009), with regard to
the importance of pricing policies in medium-term approaches. These led to an
increased production and area under cultivation. The findings indicated that
100% of farmers and 60% of decision-makers confirmed pricing policies had
significant impacts on improving farm level production. They also increased the
area under cultivation. In addition, the results of the document analysis
indicated that grain crop cultivation covered 73.2% of the total cultivated area
during the medium-term approach. This decreased to about 34.8% of the total
area during the annual approach due to the absence of pricing plans and
subsidy polices. In addition, self-sufficiency in cereal production reached an
average of about 40% for the period of medium-term approach and decreased

during the annual approach to about 35%. About 20% of the participants stated
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that they have reduced their farm size due to the high cost of inputs. Also 40%
of them said that “agriculture is no longer a sustainable business but has

become a ‘traditional occupation™ (See Appendix C).

On the other hand, the research findings do not correspond with AOAD (2008)
and El Messallati (2007), both of whom stated that, during the annual approach,
Libya implemented crop structure policies, which aimed to reduce differences in
production costs between regions. However, and importantly, this was refuted
by 96% of farmers who indicated that they chose cash crops to obtain the
highest profit-margin and to secure an appropriate agricultural income, and they

were even forced to use agricultural land for non-agricultural activities.

The results of the research show that there is no statistically significant
relationship between the performance at farm level and agricultural policy
during the present period of annual approach to policy development and
implementation. Statistical analysis of the farmers' questionnaire shows that
there is statistically significant, negative relationship between performance at
farm level, State interest, and market condition (regression coefficients
estimated as -0.376 and -1.384 respectively). There is also no statistically
significant, positive relationship between the farm level performance,
infrastructure, and cooperative society role (regression coefficients estimated as

0.221 and 0.143).

The findings of the document analysis support the above. It established that in
contrast to the annual approach, the medium-term plan approaches were more
effective in improving agricultural performance. Agricultural resources were
developed and the contribution of the agricultural sector to the Libyan economy
improved. With the removal of government support that came with the annual
approach, the overall number of people employed by the agricultural sector in
the economy fell from 20% 1985 to 5.2% in 2007. This, in turn, affected
negatively the general contribution of the agricultural sector to GDP, reducing it
to about 3%. Agricultural allocations also declined from 12.5% in 1985 to 1.6%
2007.
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The analysis of documents also shows that the area of agricultural land used for
seasonal crops has seen a statistically significant increase, amounting to about
4,290 hectares, which represents 0.24% of the annual average during the first
approach. During the second approach, 1986-2007, the area of agricultural land
used for seasonal crops saw a statistically significant decrease of about 9.53
hectares per year, representing about 0.53% of the annual average. This
decrease may have been due to lack of attention paid to reclaimed land, i.e. left
fallow for a number of years, as well as to a failure, after 1985, to adopt new
plans for the reclamation and development of land, a failure that resulted in a
lower annual growth rate for agricultural land. With regard to the permanent
area of land under cultivation, there was a statistically significant increase in the
first period, to 42.6 thousand hectares, which represented 0.75% of the annual
average during the first approach. While in the second approach, 1986-2007,
the area of agricultural land given over to permanent crops saw a statistically
significant decrease, to about 3.66 thousand hectares per year, representing

about 1.1 % of the annual average.

These findings are in complete accord with what has been mentioned by
Krueger, Schiff, and Valdes (1991) and Binswanger and Deininger (1997), who
stated that such supportive policies, or their absence, had an important role in
shaping the success of small farms in Africa. The WB (2007a) and European
Commission (2008) are also of the view that support; funding, subsidy and
pricing policies (CAP) are considered a critical factor that influences thé
effectiveness of performance at farm level. The WB (2007a) and Brooks
(2010), who consider the Asian context, have found that support and finance
have a positive influence on small-scale farmers in Asian countries such as
China. Compared with other countries of the world, farmers’ productivity and
the growth of the agricultural sector in the economies of these countries

increased and poverty rates fell.

It can be argued that it was the change of policy approaches that led to the
withdrawal of support, funding and subsidy policies. It has been demonstrated
that these policies played a significant role during the medium-term plan
approach, and led to the improved performance of the sector and improved
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financial and social conditions for farmers. What necessitated this change in

approach is the subject of the next section.

7.4  The effect of the oil sector on agricultural development
Until oil was discovered in the late 1950s, the Libyan economy depended

mainly on the agricultural sector. It contributed more than 30% to the GDP and
employed about 70% of the total labour force (El Azzabi, 1974). In addition, the
agricultural sector provided raw materials for the manufacturing sector. At that
time, Libya was classified as one of the poorest countries in the world (World
Bank, 2011b).

High oil revenues provided an appropriate environment for the financing of all
development projects, including agriculture, especially during the 1970s when
80% of state revenue came from oil (El Messallati, 2007). In the early 1980s, oll
prices began to decline; this had a significant impact on the Libyan economy.
The sharpest decline of oil prices, in 1985, forced the Libyan government to
reduce its overall spending. This, in turn, influenced of quantity of goods
imported and led to consequent problems in the repayment of debts (Alfitouri,
2004).

The findings of the survey indicates that 60% of policy makers identified the
reason for change in the approach to agricultural policy as financial and traced it
to the drop in oil revenues in the middle of the 1980s. They noted that the oil
sector is the only source of finance for all other sectors, including agriculture;
and that the sharp drop in oil prices led to a decrease in development

allocations.

The negative impact of the drop in oil revenues on the agricultural sector
mentioned by policy makers was supported in the findings of studies conducted
among farmers. Seventy percent of all farmers attribute the fall in agricultural
production to the oil sector. Again, these findings are consistent with the
findings of document analysis in chapter five which showed that high oil
revenues provided an appropriate environment for the financing of all
development projects, including agriculture, especially during the nineteen-
seventies and early nineteen-eighties. The documents revealed that 80% of
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state revenue came from oil but in the middle of the 1980s, when oil prices
began to decline it had a significant effect on the Libyan economy. In addition,
the findings show that before the discovery of oil, the agricultural sector
constituted about 30% of GDP and 70% of the total labour force. However, after
the discovery of oil, these figures fell in 2007 to about 3% and 5.2%
respectively. These figures need be read against oil sector output: it contributed
about 70% of the GDP in 2007; and oil exports represented about 95% of

Libya’s total exports.

Furthermore, the research indicates that Libya is a net importer of agricultural
commodities and its trade balance has been in deficit throughout the whole
period covered by this study. Despite the government's effort to develop food
exports, results show that the percentage of coverage rate is very low and close

to zero.

The findings of this research correspond with the views of Ammani’s (2011) and
Omeje’s (2006) on the role of oil in the creation and installation of a dictatorship
regime that controlled oil revenue. In the Libyan context, Al-Gadafi and his
family captured, controlled and drained off the Libyan oil capital for over 42
years, and left the country suffering from the consequences. In addition, the
findings of this research is in line with that of Barnett and Ossowski (2003) who
point to the difficulty involved in the prediction of global oil prices and the flow of
revenue, which has caused an imbalance in the economies of oil-producing
countries. In Libya, oil revenues are the main source of finance for development
projects and policies, and using the forecast method to estimate its prices can
lead to serious damage to the improvement of non-oil sectors, including

agriculture.

The research findings however do not correspond with the views of researchers
such as Ammani (2011), Stevens (2003), Martin and Subramanian (2003),
Gylfason (2006), Atsushi (2007), and McPhail (2008), in terms of the impact of
oil on the exchange rate. The researchers argues that the non-oil sectors in
Libya are not effective, and that the highest contribution to GDP comes from the
service sector, and this is barely 5%; whilst the oil sector’s contribution,

represents about 70%.
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In summary, even though the oil sector led tb the migration of labour away from
the agricultural sector and affected its development negatively, it was the only
source of finance for development projects in Libya including providing financing
for the agricultural sector. The development of the agricultural sector was thus
linked to the performance of the oil sector and the drop in global oil prices in the
nineteen-eighties led to changes in approaches to agricultural policy and the

reduction of financial support for successive agricultural development plans.

7.5 Agricultural decision-making Mechanism ‘
According to Swinnen (2010), agricultural policy suffers from distortions relating

to the decision-making mechanism. Interest group frameworks have been at the
cornerstone of most political economy approaches' to policy decision-making
(Birner and Resnick, 2010). From the above, policy approach followed by some
groups might not be consistent with the objectives of economic policy.

The findings of this research have indicated that in Libya 50% of policy-makers
claim their decisions on matters affecting the agricultural sector are based on
available data, which is scanty, difficult to gather and not very reliable. 25% of
agricultural policy makers maintain that they take decisions based on their
experience; and the other 25% indicate that the decisions they take are a
response to instructions from higher-ranking government officials. 80% of
respondents stated that the process of decision-making was made problematic
and challenging because of confusion about, and overlap of, official authority.
This is because there is no clear indication about who is responsible for what in
decision making about the agricultural sector; nor is there a transparent,
unequivocal mechanism of policy making. His challenge is compounded by the
fact that in Libya documents and information about the decision-making
mechanism are very scarce; this is probably due to the sensitive relationship

between agricultural policy and public policy.

Due to a communication g.ap between farmers and government officials, which
was identified by 100% of farmers, farmers have no idea about the mechanism
governing the decision-making process. All policy makers interviewed and 96%
of farmer questionnaire respondents stated that they were not consulted in

decision-making processes that affected the agricultural sector.
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The interviewees also stated that “We did not participate in or even discuss any
decision or agricultural policy that has been applied and we do not have any
idea on how decisions that affects our livelihood were arrived at. The
communication gap between farmers and the officials of the sector is very

large”. (See, Appendix C).

These findings correspond with what has been suggested by the World Bank
(2011a), Dyer, Boucher and Taylor (2006) and Narayan (2009) in terms of the
participation of farmers in the decision making process. 100% of farmers
believe that their absence from the decision making process is a major problem.
Swinnen (2010), and Birner and Resnick (2010), maintain that the nature of the
political regime influences decision-making processes and can cause significant
distoﬂioné. This is alluded to by 25% of decision makers, as some decisions are
arrived at and passed down by higher authorities, and not discussed by the
decision-making commissions, while 80% of them believe that the overlap of
responsibilities among authorities is one of the greatest challenges facing the

decision making process in the agricultural sector in Libya.

The FAO (2004a), the WB (2008), Van Donge, Henley and Lewis (2012) noted
that the level of farmers’ education and their experience was a factor that
impacted on their engagement in the decision making process and their
empowerment. Furthermore, their engagement and empowerment is also
shaped by the fact that they are not the sole stakeholders in the sector. Other
stakeholders are sector officials, local and intemational institutions and
organizations, the private sector, companies and civil society. Unlike Jamison
and Lau (1982), Rogers (2003) states that the poor education of farmers could
be the main factor influencing the level of farmers’ contribution to the decision
making process. However, this claim is not consistent with the research findings
that found that 66% of farmers are educated and 60% of them have more than
30 years' experience. Thus their involvement can help shape policies in the

sector.

From the above, the absence of a clear mechanism for decision-making and the
non-participation of farmers in this process are important contributory factors to

ineffective policy implementation. This has led to a growing gap between the
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state and farmers. Also, overlap and confusion about who is responsible for the
making process are challenges that negatively affect ag'ricultural decision-

making process in Libya.

7.6 Stakeholder evaluation of agricultural policies
This section is on Research Objectives 3 and 4, namely: to evaluate agricultural

policies from the perspective of farmers; and to evaluate agricultural policies

from the perspective of agricultural decision-makers.

Since 1973, the Libyan authorities have implemented two main approaches to
agricultural policy. Policies from 1973 to 1985 were of a medium-term nature
(three to five years) and those introduced from 1986 to 2007, were annual plans
(drawn up year by year). These two policy approaches impacted differently on
the performance of the agricultural sector in Libya (GPCT, 1993; El Messallati,
2007 and El Shiakhi, 2009). |

The findings of the policy maker survey indicated that 55% of policy makers
believe that the annual approach does not promote agricultural development. In
addition, 70% of policy makers pointed out that the annual approach is unable
to support the agricultural sector and does not meet farmers’ needs. All
respondents (100%) of policy makers identified the main drawbacks of the
annual approach to be the absence of funding, support and subsidies policies.

These findings correspond with the findings of the farmers’ survey. All
respondents who are farmers, (100%), indicated that ineffective agricultural
policies on pricing, marketing, financing and subsidy resulting from the annual
approach, had a negative impact on their farm’s performance. The majority of
participants stated that, in recent years, there has not been any clear policy;
instead they were using their personal skills at the farm level. The goal of
farmers was to make profit and have resorted to excessive use of fertilizer to
achieve this to the detriment of the environment. The farmers confirmed that
policies on crop structure were completely absent during the annual approach.
The findings indicated that 78% of participants choose crops according to their
expected profit margin. This is confirmed by the fact that no farm depended
solely on organic fertilisers: all farms relied on chemical fertilizers to maximise
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their production. This was also corroborated by the production equation at farm

level, which more than any other factor depended on fertiliser.

The correlation coefficient between fertiliser use and crop production is positive
and high, amounting to 0.63, while the correlation coefficient between
agricultural policy and production is negative and weak, only -0.03. In addition,
85% of farmers stated that the current agricultural policies lack a well-
established infrastructure and sufficient market conditions. Furthermore, 84%
pointed to the absence of cooperative societies and private sectors’ role as
drawbacks. Moreover, 76% stated that during the annual approach, there Was
increase in funds from the state to other profitable sectors at the expense of

agricultural sector.

The interviewees also stated that "The impact of annual agricultural plans in

Libya is negligible”" (see Appendix C).

Again, statistical analysis of the farmers' questionnaire shows the relationship
between the performance at the farm level and some variables related to
agricultural policies is very low, and the results showed that there is no
statistically significant relationship between the performance at farm level and

agricultural policy.

These findings are consistent with the findings of documents analysed which
show that the agricultural labour force fell to about 5.2% during annual plans,
while it had amounted to 20% in 1985. In addition, agricultural investment fell
from 18.4% of total investments over the period 1973-1985 to about 7.6%
during the annual approach. The contribution of agriculture to the GDP declined
from about 7% under the medium-term plans to about 2.5% under the annual
approéch. Furthermore, the Cobb Douglass function as shown in Sections 5.7.9
and 5.7.10 was characterized by decreased return to scale during the annual
approach while it was characterized by an increased return to scale during the
medium-term approach. There was also an increase in the imports bill under the

annual policy approach.
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The stakeholder evaluation shows that the annual approach to policy
implementation and formulation does not support the agricultural sector, and
does not meet the needs of farmers. The need for long-term plans together
with adequate funding for these plans, are important factors for sustainable
agricultural development. Under annual plans, marked by the absence of state
attention, the Libyan agricultural sector showed an inefficient use of scarce
agricultural resources such as land and water, which caused financial and

environmental problems.

7.7  Chapter summary
From the above, ineffective agricultural policies have presented agriculture in

Libya as an unattractive career both economically and socially. Farmers have to
contend with a high cost of agricultural production in return for low revenues,
which affects their standard of living. Coupled with this, there is a noticeable
gap between farmers and officials responsible for the agricultural sector, which
does not encourage the participation of farmers in decision-making. In addition,
the majority of decision makers have suggested that the lack of active co-
ordination and co-operation between official bodies is a major problem. This
shows that all stakeholders in the agricultural sector have similar perspectives
on the development of this sector. The structures and processes used in the
appointment of agricultural sector representatives, such as social and tribal
relations, also play an important role in the selection of government
representatives. These representatives most often have no knowledge about
the most basic requirements of the agricultural sector and the needs of farmers.
The lack of qualified and experienced representatives impacts negatively on
farmers and agricultural development in Libya. The quality of government
representatives in the agricultural sector is an important factor in shaping the

development of agriculture in Libya.

It can be deduced from the research that other factors such as financial returns,
religious and cultural motivation influence farmers to undertake agricultural
activities. The research results have indicated that agriculture is no longer a
lucrative career because it is unable to provide sufficient income compared to
other economic activities. Nevertheless, farmers see this career as an

honourable profession as it has a great history in the Islamic religion. “The
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prophet Mohammed (peace be upon him) worked as a shepherd grazing his
herds, and there are many verses in the Quran and authentic hadith that
encourage action on agriculture, which indicate the relation and benefit to
human life" (See Appendix C). Thus, religion and culture play a very important
role in agriculture and reflect on the performance of the farmers and the sector
as a whole; these should be given serious consideration in the development of

policies for the agricultural sector.

In the final chapter, conclusions and recommendations are drawn from the
research findings and on how changing agricultural policies impact on Libyan
agricultural performance. The chapter will also make recommendations for
further research that needs to be undertaken to ensure the effective formulation
and implementation of agricultural policy for the development of Libya's

agricultural sector.
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CHAPTER EIGHT: CONCLUSIONS AND RECOMMENDATION

8.0 Introduction
Libya is one of the most important oil-producing countries in the world; the

growth of its agricultural sector is heavily dependent oil revenue (Ham, 2002). In
the nineteen-seventies and the nineteen-eighties, the Libyan government
sought to develop strategies to promote agriculture through a set of plans (i.e.
Three-year Plan (1973-1975), Five-year Plan (1976-1980) and Five-year Plan
(1981-1986) (GPC, 1999). However, at the beginning of the nineteen-nineties,
“there was a change from strategic medium-term programmes and plans to a
series of annual policies. Despite this change in agricultural policy durations,
previous studies have largely failed to register the impact that this change in
approach had on the performance of the agricultural sector. This research was

to fill this gap in literature.

This final chapter of the research aims to draw conclusions and suggest
recommendations for the development of agricultural policy formulation and
implementation in Libya. It also makes proposals for further research into how
agricultural development is affected by agricultural policies. The main aim of this
study, as set out in Chapter One, was to investigate the impact of changing
approaches to agricultural policy on Libyan agricultural performance. This study
evaluated the performance of the agricultural sector during the period where
two approaches were implemented. The study discussed some previous studies
that addressed the issues of agricultural development in general. How specific
agricultural policies have developed and how constraints resulting from policy

have been dealt with.

The researcher discussed the experiences of oil-producing countries, especially
Arab oil countries, which rely on oil revenues for development projects, as is the
case in Libya, and touched on the phenomenon of the Dutch Disease and its
effects especially on agricultural development. The mixed methodology used
was discussed in detail in Chapter Four, and the results of documentary
analysis were presented in Chapter Five. The findings of the questionnaire and

interviews were presented in Chapter Six and discussed in Chapter Seven.
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The research argues that policy formulation and implementation are key factors
that affect the development of agriculture in Libya. It also maintains that the
rampant changes in agricultural policies impacted negatively on the agricultural
sector in Libya. This is in line with the Wilton Park Report (2008), which stated
that ‘Agricultural policies of national governments and the international
community need to be consistent and long-term and enable robust and
dependable markets to develop, policies need to recognise the reality of farming
is critical at the national and international level (p.12).

The World Bank (2008) noted that the emerging new model of agriculture is led
by private entrepreneurs in extensive value chains that link producers to
consumers. This includes many entrepreneurial smallholders suppbrted by
farmers' organizations. To consolidate and develop private entrepreneurial
involvement in the agricultural sector, the Libyan government needs actively to
encourage such interest groups through the development and efficient
implementation of appropriate policies. The formulation and implementation of
appropriate agricultural policies should take into account the role of farmers.
The effect these policies on farmers should be factored into policy formulation

and implementation to enhance the development of agriculture in Libya.

8.1 Conclusion
Oil revenues are the main sources of finance for all other sectors in Libya,

including agriculture, hence the sharp drop in oil prices in the early nineteen-
eighties led to decrease in development fund allocations to the detriment of

sector.

Agriculture plays a vital role in the socio-economic development of Libya. This
stems from the fact that the agricultural sector in Libya employs a large number
of workers and provides the population with essential food commodities, food

security and self-sufficiency.

Two main types of agricultural policy regimes were implemented in Libya
between 1973 and 2007. Agricultural policies from 1973 to 1985 were of a
medium term nature (three to five years) while those from 1986 to 2007 were

annual. Both policy approaches impactéd differently on the performance of the
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agricultural sector in Libya. Whilst generally, the medium term approach
contributed significantly to the development of agriculture, the annual approach,
from the perspective of majority of stakeholders has had many challenges that

are hampering the development of agriculture.

Agricultural policies from 1973 to 1985 were more effective than those that were
operational from 1986 to 2007. This was because of the support initially
provided to the sector by the government during 1973-1985. Sufficient funding
from government had a significant influence on the level of policy effectiveness

and efficiency.

On the other hand, the findings show that recent agricultural policies have not
been as efficient as anticipated and do not lead to better development in the

sector as they do not meet farmers’ needs.

The literature shows that for agricultural policies to have meaningful impact,
they should enhance marketing conditions, provision of loans, seed and
fertilizer and appropriate guidelines and facilities for imports and exports for
small farmers. The research noted that such issues were not critically
considered during in the period when annual policy plans were implemented in

Libya.

The research also concludes that the private sector can play an effective role in
the promotion of agriculture if integrated into policy formulation. As it stands
now, they contribute very little to policy formulation and this contributes to the
poor performance of the agricultural sector. There was general agreement
among the private sector that the economic and political climate in Libya is not
as conducive as it should be to enable better investment. This has contributed

to the slow development experienced by the sector.

Developing policies that will enhance the social and economic status of farmers
and promote agricultural development should be the focus of government. The
government needs to raise awareness among farmers and manage their
expectations in terms of the support farmers expect from the government. The

research shows that government support to the agricultural sector from 1973 to
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1985 played a critical role in the promotion of agriculture in Libya. Agricultural
support systems such pricing incentives, provision of inputs at subsidized prices
and the involvement of farmers in policy formulation are vital for the
development of agriculture in Libya. Both farmers and policy makers recognised
the important role policy plays in the promotion of agricultural development in
Libya and how an improved relationship between farmers and agricultural policy
makers will impact positively on agricultural development.

From the above, two main reasons can be considered responsible for the

current poor state of the agricultural sector in Libya. These are:

e Changing agricultural policy approach from medium-term plans to annual
plans which has impacted negatively on the performance of Libyan
agricultural sector and the

e Low level of farmer consultation and involvement in the process of
decision-making.

8.2 Contribution of the thesis to knowledge
The contributions of this research can be viewed from several different
perspectives. First, this research identified that the nature and efficiency of
agricultural policies is an important factor in development of the sector. The
research concurs that the type of agricultural policy approach adopted has a
significant influence in shaping the role of agriculture within the wider economy.
The research also emphasized on the impact of oil price fluctuation on the
nature of and the approach of agricultural policy formulation and Implementation

in Libya.

Contrary to what the literature mentions about oil resource discovery and the
Dutch disease, the discovery of oil in Libya impacted differently on its economic
sectors. The research demonstrated that the Dutch Disease could affect other
sectors of‘ the economy negatively, but until recently in Libya, these sectors had
not experienced such effects. The discovery of oil actually impacted positively
on agricultural development. However, the development depended on policies,
which in tumn led to different outcomes regarding the performance of the

agricultural sector.
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The research enhances the understanding of changing agricultural policies and
agricultural development in Libya. It provides new perspectives to agricultural

development in oil rich countries.

At present, there is a deficit of both Arabic and English language literature on
the impact of Libyan agricultural policies and this study bridges part of this gap.
It does this by examining agricultural policies and how they impact on the
performance of the sector. The research builds on knowledge about agricultural
policies in Libya and their importance and thus contributes to increasing the
focus on issues related to policy formulation and implementation and their
effects on agriculture in Libya. The research develops an informed view on
changing agricultural policies and the development of agriculture in Libya and
raises awareness of the technical challenges farmers face in relation to

agricultural policy formulation and implementation.

The research also provides an in-depth study of the factors that relate to the
impact of policy on agricultural performance. The research used an innovative
approach to gather information from policy documents, a sample of farmers and
policy makers. Such an approach gives an innovative approach to researching
the effects of changing agricultural policies on development of the sector. The
researcher collected data using three different methods (interviews,
questionnaire and document analysis). The document analysis enabled an
understanding of the historical development of agricultural policy and issues
generated by the impact of changing agricultural policies on agricultural

performance.

Compared with other studies of agriculture in Libya, the triangulation of data in
this research is an innovative approach that relies upon gathering information
from multiple sources and over two different periods (1973-1985 and 1986-
2007) in the Libyan context. In addition, this study may be considered the first
attempt to use a stakeholder analysis approach as a means of identifying the

impact of agricultural policies in Libya.

The main contributory value of this research is that it provides, for the first time,

an in-depth understanding of how changing policies impact on the performance
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of the agricultural sector in Libya. This was achieved by drawing attention to the
consideration of the impact of policy changes on agricultural sector
development. The research generates findings that are transferable to other
developing countries, especially those in Northern Africa, with economies
similar to that of Libya. It provides an opportunity for further research on other
internal and external factors and their possible impacts on policy and

agricultural development especially in oil producing countries in Africa.

8.3 Recommendations
After careful review of literature on agricultural policies and agricultural

performance, and analysis of research data, the following recommendations are
made on how the agricultural sector can benefit from effective policy formulation

and implementation.

1. There should be a clear and deliberate mechanism of agricultural
decision-making; this would contribute to the success of the sector. The
role of farmers in decision-making should be normalised and farmers
made to contribute to policy formulation. This requires a closer
collaboration between all stakeholders in the agricultural sector on
matters that relate to policy formulation and implementation.

The World Bank (2011a), Dyer, Boucher and Taylor (2006) and Narayan
(2009), encourage the participation of farmers in the decision making
process for effective development of the sector. Swinnen (2010), and
Birner and Resnick (2010) noted that the nature of the political regime
influenced the decision-making process and can cause significant
distortions. This recommendation applies to nations that want to develop

their agricultural sector effectively.

2. Effective coordination between public policies and economic policies,
including agricultural policies is recommended since this will impact
significantly on ensuring the realization of the objectives of agricultural
policies. WB (2007a) and Brooks (2010) have noted that the
productivities of agricultural labour and land through support policies
impacted significantly on the agricultural sector in Asian countries. This
can also be true for Libya if social and economic policies are integrated

and agricultural policy focus extended to related sectors such as the
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provision of infrastructure and public services (See, Wilfred and Edwige,
2004). This recommendation is applicable to Libya as well as other

countries that want to develop agriculture effectively.

. The agricultural sector plays a more important role than other sectors
through the provision of food, which makes it imperative to give the
agricultural sector more attention than other sectors, regardless of its
contribution to GDP. Whilst this recommendation may be specific to

Libya, other countries may have their own priorities.

. The need to involve stakeholders in the assessment of agricultural
policies as well as the need for their engagement and empowerment in
decision-making processes is recommended for the effective
development of agriculture in Libya. The participation of stakeholders
increases the possibilities for smallholder farmers and the rural poor to
raise their political voice thus promoting social cohesion. It has been
noted by Birner and Resnick (2010) that the voices of -all stakeholders
should be heard for effective development. The approach of engaging
stakeholders in policy formulation has gained significance due to the
importance of farmers in agricultural policy, especially in developing
countries. This was confirmed by Eliasi, Aubin and Sunga (2009, and
Lundberg (2005), who note that, in many cases, decision makers and
stakeholders are unaware of the magnitudes and distribution of potential
reform impacts. Hence they overlook the importance of the stakeholder

engagement.

. Government support for the agricultural sector in the area of subsidies
and marketing should be reintroduced due to the positive impact these
had during the 1973-1985 period. This recommendation is specific to the
Libyan context and may not apply to other countries. However, subsidies
if well managed can promote the development of agriculture in most
countries. The World Bank (2007a) and Brooks (2010) stated that the
productivities of the agricultural sector could improve significantly through

subsidies and support policies.
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6. Monitoring and following up the implementation of agricultural policies
was one of the main challenges that have plagued the development of
agriculture in Libya during both periods. The research found that the
weak supervision, monitoring and evaluation of policies led to increased
costs of agricultural inputs that bUrdened the state budget. Monitoring the
agricultural policies and supporting policymaking requires analysing the
relationship with the performance of farms (Poppe and van Meijl, 2004).
This is a recommendation that may apply to Libya and other countries

that have weak policy monitoring systems.

7. Activating the role of coopérative societies and improving the channels of
communication between farmers and those responsible for the

agricultural sector will benefit the development of the sector. in Libya

8. Religion and culture play a very important role in agriculture and reflect
on the performance of the farmers and the sector as a whole. These
factors should be given serious consideration in the development of
policies for the agricultural sector in Libya. Government should take
advantage of farmer's religious and cultural motivation and their belief in
the importance of work in agriculture and make the most of this
motivation as much as possible to raise the interest of farmers and
improve their performance at farm level. The research indicates that
agriculture is no longer a lucrative career because it is unable to provide
sufficient income compared to other economic activities. Nevertheless,
farmers see this career as an honourable profession as it has a great
history in the Islamic religion: The prophet Mohammed (peace be upon
him) worked as a shepherd grazing herds, and there are many verses in
the Quran and authentic hadith that encourage engagement in

agriculture, which indicate its relation and benefit to human life.

9. t is recommended that the government of Libya should
acknowledgement and improves the role of the private sector by
encouraging them to play a key part in contributing to the economic
environment of the Libya. Agriculture is an important source of economic

growth through its contribution to the national economy and provides
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investment opportunities for the private sector (Christiansen, Demery and
Kuhl, 2010). The parﬁcipation of the private sector in agriculture
increases the possibilities for smallholder farmers and the rural poor to
raise their political voice and contribute to policy development (World
Bank, 2008). Van Donge, Henley and Lewis, (2012), note that the state
has a role in market development, providing core public goods and
improving the investment climate for the private sector. Thus,
strengthening the capacity of the private sector and partnering them is

important for agriculture development.

10.The researcher recommends that the government should give more
consideration to the need for state intervention in the production and
marketing of particular agricultural commodities in which Libya has a
comparative advantage and where demand in foreign markets exists, for
example, dates, olive oil and'fish, A report from European Commission
DG Trade (2009) indicated that ‘there are opportunities for the EC to
provide technical assistance to Libyan producers towards increasing
production standards to facilitate entry of Libyan goods like olive oll,

dates, and tuna into European market.

11.The new government should pay more attention to the oil issue, and
learn from the experiences of countries that have avoided the Dutch .

disease or resource curse.

8.4  Further research
In view of the Arab Spring and its implications for Libya, there is a need for the

development of an appropriate policy framework and the adoption of new
economic and agricultural policies that are in tandem with current conditions.
and give opportunity for new ideas for the development of the agricultural sector

in Libya.

Further research to extend this study on the impact of policy on agricultural
development in Libya is necessary to understand the linkages between policy
and. its effects on national development especially in the agricultural sector.
This could be achieved by undertaking in depth interviews with farmers to
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understand their concerns on policy formulation and implementation and how it
affects them. Such in depth interview can also be done in other agricultural
regions in Libya to determine whether the finding of this research can be
generalised across Libya. This will provide further detailed information on the
effect of policy changes on the development of agriculture in Libya. Further
"research should be undertaken to discover why government - official are

reluctant to engage stakeholders in decision-making.

Again, further research is need on what capacities of farmers needs to be
improved to make them meaningful contributors to policy formulation. The
research sample in further research should be broadened to capture all

stakeholders in‘agriculture including funding bodies.

This study was on only one region in Libya. Further research could be done on
other regions to draw out issues that will encourage comparative analysis of

results.

In conclusion, the use of mix methods approach in this research has helped to
bring understanding to the important effects of the impact of changing
agricultural policies on agricultural development in Libya. It revealed several
factors such as single source of funding and its effects on agricultural
development when such funding source is not immune to market pressures.
The role of culture, religion and politics were also shown to be critical in
agricultural development in Libya. The research has shown the important role vof
policy formulation and implementatibn and how it impacts on agricultural
development in Libya and how it contributes to social and economic
development of Libya. At present, agricultural sector activity and the
contribution it makes to the economy is masked by the oil sector. Agricultural
sector activity frequently appears less important than it is in reality because of
the magnitude of the oil revenue. Accordingly, further studies of the agricultural
sector should focus on its performance and contribution in relation to the non-oil
GDP.

- Whilst government interventions were useful, their effectiveness were limited by
the absence of effective supervision, lack of technical labour, limited agricultural
resources and fluctuations in rainfall, desertification as well as insufficient

financial resources. Further research will be needed to provide useful insights
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into how these factors can be mitigated through appropriate policies to promote
effective development of agriculture in Libya.
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APPENDICES

Appendix A: Questionnaires

Policy Maker Questionnaire

Dear policy makers
My name is Khaled Allafi. [ am PhD student at Sheffield Hallam University, Faculty of

Development and Society.

| am doing a field study about agricultural policy in Libya. This part is a practical
framework of the PhD thesis. I am doing a field study about the opinions and
positions of agricultural policy -makers in Libya. This is a part of practical framework
of the PhD thesis. I would like you to answer these questions. All answers will be
confidential and will be disposed of immediately after the analysis. Please choose the
answer that is identical to your opinion, I know that answers to this questionnaire will

benefit the agricultural sector particularly and Libya in generally.

If vou have any questions, please ask me when yvou return your questionnaire.

Yours sincerely

Khaled Allafi
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Personal Information

(@)-Sex? 1-Male ( ) Female ( )

(2)-Age? 18-30( ) 31-50( ) >51 ()

(3)Qualifications

Qualifications

1- Primary certificate

3-Secondary certificate

(
(
4- Bachelor's degree (
5- Master and PhD degree (

6- Other, please SPeCify | ciciiiiiiiicreeitecnrecn et ernsrenresnsnessenancasastsesasan s

(4)Place of Work

General People's Committee for Agriculture and Livestock ( )
People’s Committee of the Secretariat of Agriculture (region ( ) Please

Other , Please specify

(5)Nature of work

Nature of work

Secretary of the People's Committee

Head of Agricultural Area.

Head of Division.

Consultant.

Pamn N BV an N BV o N BV B Y

Other

(6) Years of experience in agricultural field? ( ) years

General Questions about the Agricultural Sector

(7) To what extent do you think that agriculture in Libya has an important role in the process of
economic development?

- I-very important () 2- important ( )  3- Fairly important ( ) 4-Not important ( ) 5- Not
importantatall ( )
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8) What is your opinion in these statements as regarding to agricultural policies in Libya?

Statement

strongly

agree

Agree

fairly agree

disagree

strongly
disagree

Agricultural policies are not suitable for our country.

These policies do not meet the real needs of the

farmers

Funding is not sufficient for the implementation of

agricultural policies

Official bodies are incapable.

The role of the private sector is important in the

development of the agricultural sector

Reduce intervention of the government in economic

activity

Other: Please specify

.........................................................................................................

.........................................................................................................

9) In your experience in the agricultural field, what are the most important obstacles standing in

Constraints

Natural constraints (Climate - land - water ... etc.)

Constraints related to marketing

Constraints related to financing

The weakness of agricultural policies

Poor infrastructure for economic activities (roads, ports... etc.)

Constraints related to the use of modern technology

for the agricultural sector

Weakness of the administrative organs which are responsible

the way of development of the agricultural sector in Libya?

Other, Please specify

.........................................................................................................

....................................................................................
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General Questions about the Agricultural Policies

(10) To what extent do you think that the agricultural policies are good enough for agriculture
sector?

I- More than sufficient ( ) 2- sufficient ( ) 3- Fairly sufficient ( ) 4- insufficient ( )
5- Extremely insufficient ()

(11) In your opinion, which policy should be given more importance or priority?
I- Subsidy () 2- Marketing () 3- Both ( ) Other ()

(12 How do you evaluate the agricultural policy of Libya?

I-Very successful ( ) 2-Successful ( ) 3-Needs improvement ( ) 4-Not successful ()

(13- If the policies are not successful, the reason can be traced to ;

the reason
I- fanners have not benefited from agricultural policies
2- large areas of land have not been brought under cultivation
3- Progress in the area of irrigation, soil testing, mechanization and marketing is
very slow.
4- The agricultural sector is not given much importance hence funding is
insufficient
5- Advisory and extension services are inactive bodies.
6- Farmers are not willing to accept advice and suggestions regarding better

methods of farming and marketing.

7- Any other reason, specify?

(14)Libya has followed two different approaches to agricultural policy. Which approach do you
think is more suitable?

Plans and programmes (medium term) ( ) Annual plans ( )

(15)To what extent do you agree changing the approach of the agricultural policy to annual plans
and programs?

1-Strongly agree ( ) 2-Agree ( ) 3-To some extent ( )

4- Do not agree  ( ) 5- Do not agree atall  ( )

(16)What do you think is the reason behind the change of approach?

I-Financial () 2-Physical () 3- Political ( ) Other ( )

(17)If your answer is other, please specify?

(18)Do you think that a change of approach led to the development of the performance of the
agricultural sector?

1-Veryagree ) 2-Agree( ) 3-Tosomeextent( )4-Disagree ( ) 5-verydisagree
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(19a) How effective do you feel agricultural policies between 1973- 1985 achieved the following

objectives
The Objective 1973/1985
1- Preserve and protect the natural resources while VE E FE NE NE
exploiting them in the ideal ways. at all
2- To achieve self-sufficiency of agricultural products
3- Development of laws and agricultural legislation
4- The application of modem technological means
5- Organise the agricultural marketing on the
agricultural zone's level.
6- Increasing proportion of the agricultural sector

contribution in to the national income.
VE (very effective) E (effective) FE (fairly effective) NE (Not effective) NE at all Not effective at all

(19 b)How effective do you feel agricultural policies between 1986- 2007 achieved the following
objectives

The objective 1986/2007

Preserve and protect the natural resources while VE E K NE NE at

exploiting them in the ideal ways. all

To achieve self-sufficiency of agricultural products

Development of laws and agricultural legislation
The application of modern technological means

Organise the agricultural marketing on the

agricultural zone's level.
Increasing proportion of the agricultural sector
contribution in to the national income.

VE (very effective) E (effective) FE (fairly effective) NE (Not effective) NE at all Not effective at all

(20) To what extent do these issues affect agricultural policies?
Statement VB B FB NB NB atall

1- The duality and overlapping of the authority of official
award.
2- Lack of active co-ordination and co-operation between

official bodies

3 The adoption of un-integrated agricultural plans and
policies

4- The adoption of un-integrated agricultural plans and
policies

o The un-equal subsidy policies in the state which do not
meet small farmers' needs.
VB very big problem B Big problem FB fairly problem NB not problem NB at all Not problem at all
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Other issues, please specify?

21) Libya has comparative advantages in production of the following agricultural commodities;
(dates, olive oil and fish). To what extent do you agree with agricultural policies that focus on
producing such commodities?
1-Strongly agree 2-Agree 3-to some extent 4 -disagree  5-Strongly disagree
(22) How effective is the role of government in supervising the marketing of agricultural
production?
1-Very Effective 2 -Effective 3-Fairly effective 4 - Not effective 5-Not effective at all

- IF THE ANSWER IS NOT EFFECTIVE, WHY?

(23) How important do you consider the involvement of private sector in improving agricultural

sector?

1-Very important 2 -Important 3-Fairly important ~ 4-Not important 5-Not at all

(24)What is decision-making based on?

mechanism of decision making ( )
1- according to available data. ( )
2- after consulting officials. ( )
3- according to instructions from top ( )
4- after discussions with farmers and field workers ( )
5- As advised by developed countries. ( )
6- trial and error method ( )
7- based on our experience ( )

(25)Do you think that the state's agricultural policies are ?

I- Objective and considered 2- Extemporary in crisis time. ( )
3- In the processing and developing stage. ( ) 4- Obscure and unclear. ( )
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(26) How significant are any of the following factors constraining agricultural policies
implementation? '

Factors VS | SIFS [ NS | NS at
all

1 | A climatic reason related to the temperature and wends.

Physical reasons related to the soil and its fertility.

Biological reasons concerning insects and plant disease.

Water and its resources availability.

The followed irrigation technique.

A\ ] B W

Absence of agricultural information, extension services

and guidance.

7 | The absence of food industries.

8 | The absence of the human capability in the government

agricultural institutions.

9 | Lack of agricultural planning

10 | The absence of good roads in the agricultural regions.

1T | Subsidy policy for the farmers.

12 | The size of farms.

13 | Absence of government marketing institutions on the all

agricultural regions levels.

14 | The challenges from imported crops.

15 | Lack of agricultural research

16 | The weak contribution of private sector to the agriculture.

17 | The absence of co-operation and co-ordination between

government bodies.

18 | The absence of agricultural regulations which organise the

export of both chemical and natural fertilisers.

19 | The absence of control systems and follow-up in the

government bodies

20 | Weakness of agricultural finance

VS Very significant - S Significant - FS Fairly significant - NS Not significant - NS at all not significant

at all
(27) If the agricultural policies need improvement can you give your suggestions?

Thanks for participating
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Questionnaire: Arabic Version
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Farmer’s Questionnaire

Dear Farmer

My name is Khaled Allafl. | am PhD student at Sheffield Hallam University, faculty of

Development and Society

I am doing a field study about agricultural policy in Libya. This is part of practical
framework of the PhD thesis. |1 am doing a field study about the opinions and positions
of farmers on agricultural policies in Libya and their impact on the performance at farm
level.

This part is a practical framework of the PhD thesis. | would like you to answer the
questions. All answers will be dealt with of immediately after the analysis and

discussion. Feel free to answer any questions.

If have any questions, please ask me when you return your questionnaire.

Yours sincerely

Khaled Allafi
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Q1 Information on farmers

Q1.1 Age group [ ]1-<30 [ ]130-40
[ ]41-50 [ ]150-60 [ ]>60

Q1.2 Educational level

[ ] Niterate [ ] Primary [ ] Secondary [ ]-college or technical
school [ ] higher Study

Q1.3What is the number of family members?
[ ]<5 [ ]5-10 [ ]1>10
Q1.4 How long have you been a farmer?
[ ]< 5years [ ]6-10years [ ]> 10years
Q1.5 Do you have other sources of income

[ ]Yes [ INo

Q2 Information about farm and crop cultivated

Q2.1 what is the size of your farm?

[ ]<5Ha [ 15-10 Ha [ ]11-20 Ha
[ ]»20 Ha

Q2.2.How did you obtain this farm?

[ ] Family property [ ] Inherited [ ] Bought [ Jonlease [ ]
Granted from government

Q2.3. what crops do you cultivate?

[ ] Fruit [ ] Vegetables [ ] Grain [
] other specify..............

Q2.4 why did you choose this product for cultivation?

[ ] Traditional [ ] Trial [ ]Adevised by experts[ ] Profitable [ ]
other reason, specify...

Q2.5 what is the nature of your land?

[ ] Irrigated [ ] Rain fed [ ]
both

Q2.6 How many workers do you have?

[ ] <5 workers [ ] 6 - 10 workers [ ] 11- 15 workers

[ ]>15 workers
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Q2.7 Roughly, What are the annual gross sales? [ ]

Q2.8What sort of fertilisers do you use?

[ ] Chemical [ ] Organic [ ] Both

Q2.9Roughly , what is the cost of fertilizers used in your farm in a year?
[ ]

Q3Information on agricultural policies

Q3.1 Do you think that there is an agricultural policy currently in place?

[ ]Yes [ 1 No

Q3.2 From where do you get your fertiliser?

[ ]Buy [ ] Government [ ] Cooperative societies [ ] other,
SPECIfY..ccviviiiiiiieeee

Q 3.3 from where do you get your agricultural machinery?

[ ]Buy [ ] Government [ ] Cooperative societies [ ] other,
SPECIY .o,

Q3.4 what is the state interests' degree in the agricultural sector?

[ ] Very big [ ]Big [ ] fairly big [ ]small
very small

Q 3.5 to what extent do you think any of the following statements is
effective?
Statement VE E FE NE Not

at all

Government participating in solving farmers problems

Procedure for getting agricultural loan

Condition infrastructure (road, ports etc.)

Role of cooperative societies

Market conditions to enable sale of products

VE: very effective E: effective FE: fairly effective NE: no effective

Not at all: not at all effective

Q3.6 How do you sell your product?

[ ] Direct to consumers [ ]to the government [ ]to dealers

and companies

Q 3.7 How is the price of your farm produce determined?

[ ] Government [ ] Forces of supply and demand [ ] other,

specify.....cooeee..
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Q 3.8 Do you participate in agricultural decision-making? |
[ 1Yes [ INo
Q3.9 To what extent do you agree with the following statements?

Statement SA A IM|DA] SD

The State provides encouraging prices for production

Current agricultural policies contribute positively to the

development of agricultural production

The Government provides effective extension services

Agricultural Bank loans contribute positively to improve of

agricultural production

The gap between the government and farmers influences the

effectiveness of agricultural policies

SA: strongly agree A: agree M: moderate D: disagree  SD: strongly

disagree

Q.3.10 Do you think that there is an improvement in the performance of

your farm?
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Farmer’s Questionnaire: Arabic Version
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Appendix B: Interviews Questions

Interviews-Farmers

Dear Farmer

My name is Khaled Allafi. I am PhD student at Sheffield Hallam University, Faculty of

Development and Society.

| am doing a field study about agricultural policy in Libya. This is part of practical
framework of the PhD thesis. | am doing a field study of opinions and position of
farmers with respect to agricultural policies in Libya and their impéct on the
performance at farm level. '

| would like to answer questions. All answers will be recorded and disposed of
immediately after the analysis and discussion. Feel free to answer the

questions.

Yours sincerely
Khaled Allafi
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Interviews questions

Q1: Do the agricultural policies in Libya have an impact on the nature and the form of
agricultural activity in general and on performance at farm level in particular? |
Q2: Do you understand the processes of decision-making in agricultural policy? Do
you, as farmers participate in policy, decision-making processes? Can you explain your
understanding of the nature of the relationship between farmers and the Secretariat of
Agriculture?

Q3: Economic structure in Libya has seen changes through the moving of ownership of
some agricultural government projects to the workers, as well as reduction of state
intervention in agricultural activity to engage the private sector in agricultural activities.
Can you give' me more information about the impact of these changes on the
agricultural sector and how do you evaluate these changes? Do you know the reasons
behind these changes?

Q4: In your experience, what facilities were in place and available to farmers when they
set out to encourage farmers to engage in agricultural activity? Were these provided by
the state or by private institutions? How would you assess agricultural activity and the
availability of these facilities now?

Q5: Could you give me more information about the changes that have occurred
regarding the size of farms productivity, production outputs, and crop structure during
the last three decades and the reasons behind the changes?

Q6: As you know, during the period 1973/1985, Libya instituted set of plans and
programmes (Five-year plans and Three-year plan). Can you tell me the most important
positive results of those policies on the agricultural sector in general and on farm
performance, and any the drawbacks of those policies?

Q7: With respect to the current agricultural policies approach (annual approach), could:
you explain to me the impact of those policies on agricultural farm performance and
whether the current policy is to develop the farms performance? And also what are the
most important shortcomings of these policies? |
Q8: If we want to directly compare the two approaches. Any of the approaches do you
think is the best and appropriate for the agricultural sector and why?

Q9: what were the past roles played by the cooperative societies? What is the nature of

services provided to small farmers and is its role is still present today?
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Q10: How would you evaluate the performance of funding and marketing policies, and
their impact on farm outputs through the two different approaches?
Q11 Finally, what are the most important points which you believe should be taken into

account when planning agricultural policies to develop the agricultural sector?
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Interviews-farmers: Arabic Version

AIUL G Alaul

IS)>
@u i er dijiSi | NNt 15U, Gleall 46 K
AJIAI A2 L-1C-jlj _alAa.jALV Jx 3 A A 4jc. |3~ Ajuilludl (JAGIIATX A_ullildfjs|
(A u* *\Uj AJiuiVI 6-%a Atic. ajL*.AU Lij* m jjS Lo jj oM'j.'}" (g* ciiLuiL ijjil
Aj-lIl @ Vuiiv | 3> 1(ji lilix GHilai i tAjuisl laWi (Jjiaj Axj SAuillx Ig-ix ( tAjjjo) (jfELuo A_IrAVt

(reli. (SuU ~A*Uaill MC- oilj Ij7jjoj jlijiuviivE 1MA AJLAVI (i Sledi i i AilLlax 7l
S (3sijxi Ll'ﬂ/y}j

fudajjdl £jx Ni>Q Mj afrl til]j L-iUal dLrtA gx fu<alj jjfr g\ dil& IxjIS [j)

AN EIeN U]

242



<IELLLJ| Alim\

(Jjluba ~Jc JjV I )~ i~ ~NaUAIt (CKjuoj Aajjl-> ~dc il A jeljjll @y mijmil 3 a iJjV I Jljcu*]l
Acjj-all

djljljlnill jLa-it ~3 tiljLuu Ja j 2 A jcljjll AjjuiLiuill CjljUuill il~jl AjcLa Jji. J j3*1""w)* 9tiLJ Ja ° Jljcua]|

2 Acljjll ftAjLall ~3Jj .0 AxILjl A jtjla Ijl (jl til] js a't auj ~ " Aalx jjll

Sjjj~"1l AjjjiS~J1I A jcljjIl £jjLuLall Jijl.n "'t InLe SJJII~ djljjjju Llu] L JFLiJI g1 mt“tt*U Jljuill
(j*aLidl ~'Uaill tilljjuol 5JjLa”aj ~C 1jjl1 JaLutill ~k aJjil Jiii ja Aadljl (it i d 11jjij tilligj 4(jLaxil

(jj ojIl t ArA-g il AUaill Agic. dIljjjitlll OAA jd+i Jja. d)Lajl*-all jj .llja yjlilakJ (jl j€-aJ Ja .A jcljjll a L»ia'Nfl

AdIjjjalll 0JA f.\ jj Adal€ll (C.)LbjoVl (Jja. SjSi (N tiLJd Ja j 24I0jjjijll orA

AcC jjlIl JaLulill ~3 JaljaiVv (A~ JCc-jljd 1 re wlijls (_jdl ttilll AMA La tt-*VijiAl 173) JJt Jlj*jll
~jiii t<jucaLall diLululjail j1 aldjil Ji3 (ja 1A jjSjd ™ Jjjuj tJaLuijll ja jill I"A AjuijLaa ~ I~ jjC jljail jj?-

2jV 1 CljL~joiill oLa jS jJ J (AycC-ljjil b\ nllll

4ACT jail >V 1c3nty Lliira. ~ 1 d 11jjjidl Jj~ . diLajLuall ja Alkali ~ | | j j€ad Ja ; (jaal*Jl Jljuall

2Ciljjjijll &LA t1jj Ai<als]l 1_iLjjoVI_J tAjjuialoll AJALIll J_j3*J1 JAIA. (Ju~I~ajl ISJAA] ALV *77v 3 tAJAI2)8 I8

L Ajclijll ~ualNij Jeal (aAciosa (glvi 1198541973 (Bsjjidl  jj-aiad L& Mjilyal JjjJl

AELJiIl ~-Uakll %S-le. (JjLoiLlludl 6~ 3 Ajjl -AjV1 0 jLn]l ~al jI (i7-alda  ACHljlui dIrLi 1 ~» ALAJ Aauian
2t411 telljeell tilL tjlall Al AA Laj 4 (JNjU. JAULL A c-jjdl «lji ~ic.j ALe- JEjuL
AJc- t"ImLuKIl oLa jj! ~ (j1 (i-ad Ja 4~(_AjUs]| 0~J1IA AjLadl A jd jjlil t“ll tuljmil JLj Laj3 \ AjLullt JIjAjal
0'aa Jjto~All Aa.jl AA La Ljajlj ~jljd | frbi jjjjaj ~Jdc. Sjjls jI£€ adudl AjoiLudl («IlJIE 1jj LaC-j A x -jjd | frlji

A djLujLiull

( 1985-1973 )JjV| ajc-ljj” dituivjan 0N~ jALia JEj’\ ajjj jj||| il C|’\j| il ;j’\IaII J|jUJ|
sljLalj 2£3j1l GiLal i luuMlj JiJafM jAIJJd (M jiardl jx ~~ 1986 0N

Aje-ljjll A x 1jjIlj Jalaall bji3 ] ISjiill A AjjjLull CliLuuaall Aj jii dule (M) 1§31 jJA La ; ~uiUll JIjA jII
2 jV 1 1A~ (eall >jii dilljVvo tLiLtivaall *La Ja | jjc jljj 1 Ajt~Lall imil 1A A Laj ?

CiLulLlulll A~ 1J~Li. A jeljjil CjL~ja-J1 Agle- 1A] Jjlij  AlLjuulli  AjLjajll t-'| @ -1 AL 3jij i aic six Ll Jju 31

? jjaviA. Nl Ajeljjll
AL JU A G jjil <\ mljtull jbjcvi A AQjI I LAl jSixj Ajill iallijil ~AAl A~ La 4lj;tki Jjaic’ (AJdlall Jljfcdl

VLml A Aaydjjll A-Uaall jjjiaj] A jcljjil thLailjjuil] Jajjaadl Aic ~LajAVI j-« 17j-@ "gjilac’ j1 4-

243



Appendix C: Sample Transcript of Interviews

Q1 Do the agricultural policies in Libya have an impact on the nature and
the form of agricultural activity in general and on the performance at farm
level in particular? '

The agricultural production and cultivated areas have seen dramatic increase
during the nineteen-seventies and nineteen-eighties (during the period of the
three-and five-year plans) and led to improved financial situation and social
status of farmers where farming became attractive and provided adequate
standard of living. This was the result of the interest of the state through
implementing integrated agricultural policies, such as lending, sUpport policy,
pricing policy and extension policy

Q2 Do you understand the processes of decision-making in agricultural
policy? Do you as farmers participate in policy decision-making
processes? Can you explain your understanding of the nature of the
relationship between farmers and the Secretariat of Agriculture?

Farmers do not participating in any agricultural decisions now, and there are no
decisions in agriculture nowadays , where farmers cultivated what they think it
is appropriate for them , regardless of what may cause such as deterioration of
the land as a result of the use of pesticides and chemicals fertilizer , and
farmers now use all possibilities to achieve maximum profit, either in the past
there have been regular meetings at cooperative societies where the farmers
discussed problems and obstacles and try to find solutions and involve officials
to help through Secretariat of Agriculture in each region and then up to high
authorities. But now there is no any decisions at all, and have not been issuing
any decision, and the decisions are immediate and farmers are away from the
process of taking a decision. It should be noted here that in 2005 there was an
attempt to involve the farmer in agricultural deciding and that was in Al Jabal Al
akhder region , where the govemor of the region asked the farmers to exploit
part of their lands for cultivate maize crops to use as animal feed in the region ,
which is famous region for livestock and this was an attempt to involve farmers
and also the State is committed to providing all machinery, seeds and inputs
produce of this crop, as well as the adoption of state factories to grind corn to

provide fodder for animals, where there was a shortage of fodder where barley
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was used as feed for animals and it was high cost . Farmers enthused and
agreed to the decision after held several meetings at the level of Al Jabal Al
Akhder region with the govemor of the region and farmers agreed to implement
this plan, but quickly stopped due to the change of administrative structure, we
can say this was the first time where they had been engaging farmers in
particular agricultural decision in agreement with the state and it was a very
good step despite not applied. -

Q3: Economic structure in Libya has seen changes through moving
ownership of some agricultural government projects to the workers, as
well as reduction of state intervention in agricultural activity to engage the
private sector in agricultural activities. Can you give me more information
about of the impact of these changes on the agricultural sector and how
do you evaluate these changes? Do you know the reasons behind these
changes?

~ State was supervising the strategic agricultural projects , especially in the field
of grain, but the production and productivity of these projects were low because
the lack of supervision and follow-up committees to perform these projects and
therefore , the dominant feature of state' projects was economically loss , but |
think that the state intervention and supervision should be in another important
aspect which is the provision of production inputs such as fertilizers, seeds and
machinery due to the high costs of these inputs that imported by the private
sector, which farmers may not be able to acquisition because of financial
inability, and in my view in the state intervention on inputs, particularly fertilizer
is very necessary because of the use of non-scientific and non-thoughtful
fertilizer by farmers,

State Ownership of projects may not be a good idea, but the supervision of the
state on the supply of inputs and provide extension agents and specialists
engineers is essential and very necessary especially with regard to the health of
the consumer and the environment |

Q4: According to your experience, what are the facilities that were
available to farmers at the beginning of engaging in agricultural activity to
encourage farmers to engage in agricultural activity, whether were
provided by the State or by private institutions, and how to assess

agricultural activity and the availability of these facilities now?
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When state wanted to encourage farmers to engage in the agricultural sector,
provided everything needed for farms for example distributed farms, machinery
, equipment and dug wells and provided cattle, sheep and poultry as well as
paved roads to and from the farm to the market and electricity networks and
provided fertilizer, seeds and pesticides as well as advisors, in addition to
appropriate prices policy to encourage them to cultivate particular crop, but
now, unfortunately , State left the sector without even oversee and thus a
farmer became decide for himself what he should planted or quantity produced
and determines the price and quantities of fertilizers that may cause damage for
the land m we can say , agriculture has become a repellent and not attractive

activity.

Q5: Could you give me more information about changes that have
occurred regarding to the size of farm, productivity, the size of
production, structure of crops during the last three decades and the
reasons behind the changes?

Some spaces were left as pasture for animals and some was used for
agriculture, where the state encourages farmers to increase cultivated area,
especially grain, apples, citrus, because the incentive prices for these crops by
the state, as well despite the fact that productivity was lower compared to
productivity now, but that was due to the excessive use and non-thoughtful of
Fertilisers

Most agricultural areas in the region was planted by grain because of the price
policy that applied with remunerative prices for grain crops and apples and
grapes, but in the nineties crop structure was changed by farmers themselves,
due to the lack of appropriate policy and farmers turned to cultivate Barley at
the expense of Wheat due to carry barley to weather conditions as well as use
as feed for animals in addition to the absence of appropriate market conditions ,
as well as farmers turned to grow fruits and irrigated agriculture crops for being
more profitable and cover the cost of production to a certain extent, and | repeat
that trending to grow irrigated crops led to the use of chemical fertilizer which

led to many problems, including environmental problems and other problems.
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Q6 As you know during the period of 1973-1985, Libya applied set of plans
and programmes (Five-year plans and Three-year plan). Can you tell me
the most important positive results of those policies on the agricultural
sector in general and on farm performance, and any the drawbacks of
those policies?

Agriculture activity as a trades and profession in the first period was better than
now, where more attention had been paid to agricultural inputs at affordable
prices to farmers, especially fertilizer, seeds and machinery, as well as
insurance for loss or fire, as well as output support through incentive price, in
addition to the provision of housing and buildings, animals and thus agriculture
was attractive to engage and to get an appropriate profit margin and therefore

an adequate standard of living.

Q7: With respect to the current agricultural policies approach ( annual
approach ) , could you explain to me the impact of those policies on
agricultural farm performance and whether the current policy was is to
develop the farms performance and also what are the most important

shortcomings of these policies?

Now there is no interference of the state and no support for either input or
output and therefore higher production costs and lower prices of agricultural
products, which led to losses for producers and agriculture as a profession do
not providing a decent life for the farmer and his family, that led to the
phenomenon of the division of farmland into different non-agricultural activities
such as housing, or for commercial purposes because the economic returns

from agriculture became low compared to other economic activities other.

Q8: If we want to directly compare the two approaches. Any of the
approaches do you think is the best and most appropriate for the
agriculture sector? Why? |

For me the first period was prosperity period for agriculture in Libya, where
good policies had been applied and good oversee by state, production more
regulated in addition to interest in the aspects of guidance and awareness and
the existence of cooperative societies and the performance of banks was better

because the state was intereéted in the agricultural sector and considers it an
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important sector and effective sector, but now the state is no longer interested
in the agricultural sector and headed attention to other sectors such as the
industrial and services sectors and the agricultural sector is no longer of any
importance and became the farmer designed his policy in the agricultural
sector, which led to the deterioration of the sector and production and
productivity and all farms had a plan and goal differs from other farmers and this

greatly affected the agricultural sector and its performance recently.

Q9 what were the past roles played by the cooperative societies? What is
the nature of services provided to small farmers and is its role is still
present today?

Cooperative societies reflected the wishes and needs of the farmers where they
provide fertilizer, pesticides and seeds and machinery, as well as extension
advices in addition to veterinarians. | can say here the process of agricultural
was organized and studied , but unfortunately for some unknown reason and |
think it's a political has been reducing the role of these associations that
completely stopped on provide any of the input and output and these inputs
became available through the private sector with high costs which led to the
inability of the farmer to get them hence the deterioration of the agricultural
sector and farms and agricultural sector became heavily non attractive and
useless for farmers.

Q 10 How would you evaluate the performance of funding and marketing
policies, and their impact on farm outputs through the two different
approaches?

In the nineteen-seventies and nineteen-eighties, the agricultural sector was
profitable and the state supported farmers by providing loans of short and
medium -term to purchase machinery and equipment, seeds and fertilizer as
well as loans to dig wells, in that time , farmers got a good economic returns
and therefore these loans help farmers to continue and develop agriculture, but
now due to the availability of agricultural inputs only by private sector with very
high prices and even loans available from the bank it does not provide the
opportunity to receive these inputs. So farms may not have the desire to pay
premiums loan which may not be recoverable as a result of low return, so the
relationship between farmers and the bank depends on the effectiveness of

agricultural sector, as well as the bank became puts in difficult conditions as a
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result of non-payment of premiums from farmers as a result of the reasons
mentioned above.

The prices depend on supply and demand and there is no supervision from the
State there is no committees for pricing as it was in the past and as a result of
the absence of policies especially crop structure so irrigated crops often piled

up crop especially in the market and the prices come down and increase losses

Q11 Finally, what are the most important points which you believe it
should be taken into account when planning agricultural policies to

develop the agricultural sector?

Any activity without planning or policy cannot be successful, so the agricultural
sector as a result of being a sensitive sector because it depends on the
circumstances of natural and climatic which are not under control, as well as for
being provides food for the population then | see that without clear policies and
deliberate and without knowing the problems of farmers and resolve it, as well
as without paying attention to the support of farmers, both inputs or outputs, and
provide institutions linking farmers to the state, it will be difficult to develop the
agricultural sector in Libya, other point, state must develop agricultural policies
such as crop structure policy and pricing policy and activating the role of
cooperative societies, in addition to financing farmers for the purpose of

development of performance farms.
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Appendix D: Tables

Table 1Population and the relative importance of the agricultural labour force in Libya during the
period of 1986-2007 (1000 Inhabitant)

Year Population . Agricultural labour % of total labour
Total labour force % of total population force force
1986 3416.90 904.70 26.50 178.50 19.70
1987 3513.80 936.80 26.70 180.00 19.20
1988 3613.40 963.10 26.70 186.00 19.30
1989 3715.90 1094.40 29.50 191.60 17.50
1990 3821.30 1018.60 26.70 188.90 18.50
1991 3929.60 1012.50 25.80 189.60 18.70
1992 4041.10 1044.00 25.80 195.70 18.70
1993 4155.70 1113.70 26.80 201.20 18.10
1994 4273.50 1149.00 26.90 206.00 17.90
1995 4389.70 1185.50 27.00 212.70 17.90
1996 4519.40 1224.00 27.10 219.50 17.90
1997 4647.50 1255.10 27.00 219.20 17.50
1998 4768.80 1323.70 27.80 225.10 17.00
1999 4895.10 1383.80 28.30 232.00 16.80
2000 5124.50 1455.00 28.40 239.10 16.40
2001 5299.90 1458.00 27.50 103.40 v 7.10
2002 5484.40 1575.00 28.70 101.00 6.40
2003 5826.60 1590.00 27.30 97.00 6.10
2004 5872.90 2018.00 34.30 93.16 4.60
2005 6077.33 2076.00 34.10 91.00 4.30
2006 5637.03 1845.00 32.70 88.89 4.80
- 2007 5776.85 1639.10 2830 86.83 5.20
Average 4672.78 1330.20 28.08 169.38 12.30

Source: GPC, Management Plans and Programmes, Economic and Social Indicators
(1962-2000) .Tripoli, Libya, 2001.

(GPC): the Economic Development of Libya (1970-2003), Tripoli, Libya, 2004.
(AOAD) and Elmessallati, 2007)
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Table 2

The evolution of worker productivity in the agricultural sector in Libya during the period 1973/1985

Worker productivity in the

Year Ag GDP agricultural sector
Million Agricultural labour force LYD
1973 60.00 129.00 465.10
1974 64.70 131.40 492.40
1975 82.90 133.40 621.40
1976 99.70 141.20 706.10
1977 90.00 144.90 621.10
1978 122.10 147.90 825.60
1979 140.40 150.10 935.40
1980 23640 153.40 1541.10
1981 273.60 162.40 1684.70
1982 285.70 167.50 1705.70
1983 303.00 173.00 1751.40
1984 323.00 185.50 1741.20
1985 342.20 177.60 1933.30
Average 186.44 153.60 1155.70

Source: (ElImessallati, 2007) & (AOAD)
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Table 3

The evolution of worker productivity in the agricultural sector in Libya during the period of 1986-

2007 :
Worker productivity in the
Year Ag GDP agricultural sector
) Miltion Agricultural labour force LYD

1986 384.70 178.50 . 2155.20
1987 411.20 180.00 2284.40
1988 423.30 186.00 227580
1989 439.80 191.60 2295.40
1990 482.90 188.90 2556.40
1991 542.40 189.60 2860.80
1992 630.20 195.70 3220.20
1993 708.80 201.20 3522.90
1994 827.90 206.00 4018.90
1995 933.40 212.70 4388.30
1996 1074.50 219.50 4895.20
1997 1267.00 219.20 5780.10
1998 1394.30 225.10 6194.10
1999 1449.90 _ 232.00 6249.60
2000 1439.70 239.10 6021.30
2001 1392.00 103.40 13462.30
2002 1348.80 101.00 13354.50
2003 1375.00 97.00 1417530

. 2004 1107.00 93.16 11882.00
2005 1186.00 . 91.00 13032.00
2006 1245.00 88.89 14107.00
2007 1434.00 86.83 16515.00

Average 977.17 169.38 7056.66

Source: General Planning Council, Management Plans and Programmes, Economic
and Social Indicators (1962-2000), Tripoli, Libya, 2001

Central Bank of Libya, Annual Report, Tripoli, Libya

Elmessallati (2007) and (AOAD).
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Table4d4

The evolution of Agricultural Bank loans in Libya during the period of 1973/200? M.LYD
Year Short term Medium term Long term Total
1973 2783.00 3208.00 1445.00 7436.00
1974 4570.00 4704.00 1925.00 11199.00
1975 3811.00 3985.00 1127.00 8923.00
1976 3812.00 1925.00 3113.00 8850.00
1977 - 5570.00 1839.00 2605.00 10014.00
1978 6342.00 6711.00 1764.00 14817.00
1979 8037.00 4031.00 1090.00 13158.00
1980 2706.0 1572.00 834.00 5112.00
1981 10576.00 2960.00 1838.00 15374.00
1982 6600.00 4574.00 3379.00 14553.00
1983 3700.00 6400.00 1824.00 11924.00
1984 7570.00 3980.00 1042.00 12592.00
1985 5527.00 3540.00 1236.00 10303.00

Average 5508.00 - 3802.00 1786.00 11097.00

Source: Agricultural Bank of Libya, annual report, Tripoli, Libya Central Bank of Libya,

Annual Report, Tripoli, Libya.
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Table5b

The evolution of Agricultural Bank loans in Libya during the period of 1973-2007

Year

1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007

Average

Short term

2953.00

4660.00

4630.00

13124.00

7471.00

11444.00

6063.00

12997.00

9391.00

13400.00

11500.00

10440.00

12710.00

14700.00

25800.00

19200.00

9000.00

3710.00
17296.00

9916.00

10000.00

26000.00

11645.77

Medium term

4428.00

4025.00

6520.00

8775.00

4770.00

3595.00

3370.00

2094.00

1795.00

2660.00

8710.00

6208

5130.00

10500.00

10200.00

11100.00

54500.00

24067.00
33600.00

111925.00

84700.00

103400.00

23003.20

Long term

1880.00
2753.00
4850.00
9932.00
6804.00
3508.00
2805.00
967.00
735.00
2092.00
3862.00
2134
3100.00
2000.00
1400.00
6200.00
55000.00

52221.00
27735.00

248523.00
386000.00
86600.00

41413.68

M. LYD

Total

9261.00

11438.00

16000.00

31831.00

19045.00

18547.00

12238.00

16058.00

11921.00

18152.00

24072.00

18782

20940.00

27200.00

37400.00

36500.00

118500.00

79998.00
380608.00

375364.00

480700.00

607651.00

76062.60

Sources: Agricultural Bank of Libya, annual report, Tripoli, Libya Central Bank of Libya,

Annual Report, Tripoli, Libya.
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Table 6 the area of agricultural lands by type of exploitation during the period of 1973-1985

(1000 Ha)
Year Seasonal crops Permanent crops Pasture Forest
1973 1735.00 310.00 11600.00 534.00
1974 1735.00 313.00 11800.00 534.00
1975 1740.00 315.00 12000.00 534.00
1976 1740.00 318.00 12200.00 534.00
1977 1745.00 320.00 12400.00 534.00
1978 1750.00 323.00 12600.00 610.00
1979 1750.00 325.00 12800.00 610.00
1980 1753.00 327.00 13000.00 610.00
1981 1758.00 327.00 13100.00 610.00
1982 1765.00 330.00 13100.00 610.00
1983 1775.00 335.00 13200.00 610.00
1984 1780.00 340.00 13300.00 610.00
1985 1787.00 340.00 13300.00 685.00
Average 1755.00 324.80 12646.20 586.50

Sources: (FAO database) & (AOAD, Yearly book)
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Table 7

The area of agricultural lands by type of exploitation during the period of 1986-2007 (1000 Ha)

Year Seasonal crops Permanent crops Pasture Forest
1986 1795.00 340.00 13300.00 690.00
1987 1800.00 340.00 13300.00 695.00
1988 1800.00 340.00 13300.00 700.00
1989 1805.00 340.00 13300.00 685.00
1990 1805.00 340.00 13300.00 690.00
1991 1810.00 350.00 13300.00 695.00
1992 1815.00 350.00 13300.00 700.00
1993 1515.00 350.00 13300.00 703.00
1994 1825.00 350.00 13300.00 700.00
1995 1870.00 345.00 13300.00 700.00
1996 2028.00 338.00 13300.00 700.00
1997 2028.00 335.00 13300.00 700.00
1998 1815.00 335.00 13300.00 700.00
1999 1815.00 335.00 13300.00 700.00
2000 1815.00 335.00 13300.00 700.00
2001 1815.00 335.00 13300.00 600.00
2002 1815.00 335.00 13300.00 600.00
2003 1815.00 335.00 13300.00 600.00
2004 1538.00 258.00 13300.00 600.00
2005 1536.00 258.00 13300.00 600.00
2006 1536.00 258.00 13300.00 600.00
2007 1536.00 258.00 13300.00 600.00
Average 1769.63 32545 13300.00 666.27

Sources: (FAO database) & (AOAD, Yearly book)
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Equation 8

Estimating the Elasticity (E) of GDP equation during the period of (1986/2007) by
using Ag GDP as independent variable

MP
AP

E =

_ 8 GDPt

AP *=GL§’——=923 7

72 .7
923 .7
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Appendix E: Pictures

Picture 1

The exploitation of agricultural land in residential activities (AL Jabal AL Akhder)

Source: Author field work

Picture 2

The Green Circle Fields in the middle of Al-Kufrah desert, Libya (1985)
Before transferring the ownership to the workers

Source: Zidan (2007)
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Picture 3

Al Sareer Agricultural Project (1985)
Before transferring the ownership to the workers

Source: Official website of the Ministry of Agriculture

Picture 4

Al Sareer Agricultural Project 1985)
Before transferring the ownership to the workers

Source: Zidan (2007)
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Picture 5

Non-Functional Fruit Juice Factory at Al Jabal Al Akhder (2012)
After transferring the ownership to the workers

Source: Author field work

Picture 6

Non-Functional Dairy Factory at AL Jabal Al Akhder (2012)
After transferring the ownership to the workers

Source: Author field work

260



Picture 7

Stores that were receiving farmers’ produce (2012)
After transferring the ownership to the workers

Source: Author field work

Picture 8

Non Functional factor at Al Jabal Al Akhder due to the lack of government support (2012)
After transferring the ownership to the workers

Source: Author field work
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