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Abstract

The issue of subsidies in Libya in general is an economic problem that has been of interest to the
responsible authorities for decades and is still a troubling issue for decision-makers between those
who support the idea of lifting subsidies on the pretext that it burdens the public treasury and is an
incentive for smuggling outside the borders, and those who reject lifting subsidies considering that
the low-income group are concerned. In this paper, we focus on the issue of lifting fuel subsidies or
not, due to its negative effects on low-income members of society if it is lifted. Accordingly, this
study aims to shed light on this problem and the possibility of finding proposals that support or
reject lifting fuel subsidies by identifying the positives and negatives of lifting subsides. The study
showed that although high-income earners and smugglers benefit from this support, if fuel subsidies
are lifted, a large segment of society is harmed and becomes more destitute, as decision-makers
have not been able to find an appropriate mechanism to replace subsidies from in-kind to cash, and
the decline in the exchange rate of the dinar against other currencies is considered a factor
encouraging smuggling to continue even if fuel prices rise. Therefore, the study recommends the
necessity of gradually reforming the support system, while providing compensation programs
targeting the most needy group , to ensure the achievement of social justice and reduce the
potential negative effects on citizens.

Keywords: fuel subsidies, smuggling, subsidy reform, eligible group, economy Libyan, raise support
social justice.
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