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The tech-novation pathway from pandemic to prosperity: 
a post Covid-19 roadmap for African economy

Covid-19;

pulling;

recovery;

innovation;

technology;

development

While the post-colonial African economy remains the poorest 
performing economy globally, the outbreak of the Coronavirus 
pandemic has further gravely aggravated its precarious position in 
the world. This study reflects on the multiple impacts of Covid-19 on 
African economy and suggests a pathway for its revitalization in the 
post Covid-19 environment. Undoubtedly, the Covid-19 pandemic 
has brought the world to a temporary halt, with its attendant bruises 
mostly notable on the economies of almost all African countries. 
This paper empirically analyse the incapacitation of African states 
in providing some strategic responses to the economic wreckages 
caused by the pandemic. Using technological-determinism as 
a theoretical framework, this study suggests the technological-
innovation pathway as a bridge between the pandemic-induced 
economic circumstances and prosperity for Africa. Sequentially, the 
five junctions on the pathway splits as pulling, recovery, innovations, 
growth, and sustainability (PRIGS), but, however, the kernel of the 
discussion revolves around the commodification of innovation 
(technology) for Africa’s economic growth and development. This 
study concludes, the five junctions on the PRIGS’ highway absorbs 
the current developmental challenges of African states and hence, 
recommends an alternative roadmap for Africa, in its long-term quest 
and vision for development

A. A. Aduloju, T. A. Adedoyin
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Introduction

In January, 2020, the World Health Organization (WHO) declared Coronavirus 

(Covid-19) a global health emergency. With its origin, reportedly from Wuhan, China, 

in 2019, the virus has blossomed to over 195 countries, including, virtually all African 

countries. Currently, over 7 million cases have been recorded globally while thousands 

of people have, sadly, died. On the 11th of March, 2020, the WHO officially declared 

Covid-19 a pandemic; signifying in essence, a globally challenging times (Chappell, 2020). 

Consequent of this declaration, many countries adopted stricter measures to contain the 

spread of the virus. For instance, a broadband of border closure policy was installed by 

many countries while several international businesses were shut down. As safety valve, 

billions of children worldwide were ordered home while governments across the world 

also instructed their varying populations to self-quarantine (The Economist, 2020). Thus 

far, the huge loss of lives and emotional trauma remained a major fallout, and like muzzle 

flashes, the Covid-19 pandemic has also disrupted global chains of demand and supply, 

with resultant impacts such as fall in the revenue of nations, job losses, insolvencies, 

indebtedness, liquidation of many private firms and many more. 

However, what the Covid-19 pandemic portends for a fragile economy like that of 

Africa is enormous; not alone for the oil-dependent economies who are battling with 

dwindling oil prices, but also, for the non-oil-dependent nations who are equally battling 

with restricted fiscal space. For instance, oil prices have drastically fallen by over 54% and 

at some points, was sold at below 30 dollars, while, the prices of non-oil commodities like 

aluminum, copper, natural gas, metals, lead and cocoa have plummeted by 0.49%, 0.47%, 

30%, 4%, 1.64% and 21% respectively, among other considerations (Madden & Coulibaly, 

2020). Meanwhile, the total population living in Africa’s urban settlements approximately 

stood at 600 million (43.5 % of Africa’s population) while the remaining over 56 % are 

living in the slums (UN Habitat, 2016). Although, it was predicted that between 400,000 

and 4 million could become fatalities of Covid-19 in Africa, but, however, the provision 

of radical combative responses from African countries are expected to elaborately prevent 

the doom and reduce the predicted fatalities [Sawlani, 2020]. 

 Without dwelling much on the socio-economic impact of Covid-19 on African 

economies, this paper draws its strength from an intensive scientific analysis, and hence, 

tenders a post Covid-19 economic reclamation plan for Africa. For the sake of simplicity, 

this study abstractly envelopes the index points (pulling, recovery, innovations, growth, and 

sustainability) of the discussion as the PRIGS bridge, and thus recommends that bridge as 

the pathway between the ‘termination of the pandemic’ and the ‘germination of prosperity’ 

for African economies. 
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Reflections: the Covid-19 pandemic and the responses 

of African governments

 Selecting from its plural challenges, Africa is characterized with poorly serviced dwelling 

slums and overcrowded population. In all, about 72 % of Africa’s labour force are not 

employed in formal sectors, which makes working from home a difficult task. Even, before 

Covid-19, 76.7% of employments in Sub-Saharan Africa were vulnerable and not secured 

[ILO, 2015]. Similarly, Africa hosts the leading numbers of people with prevailing underlying 

health conditions. About 40% of Africa’s children, aged below five years are malnourished. 

Apart from the largely dependent importation of pharmaceutical and medicinal products, the 

ratio of Africa’s health professionals and facilities to its population is highly disproportionate, 

constituting the highest among other continents [AUC, 2020]. Talking of social welfare, the 

inherent corruption, unavailability of accurate data and identity systems makes direct transfer 

benefits to the vulnerable, a hard job for administrators of social palliatives. Apart from the 

unsustainability of the lockdown costs, the cheapest preventive technique like constant 

handwashing remains an expensive commodity in Africa, where only 34% of the total 

households can access clean water for basic use [Howard, 2020].

Premised on the constant trans-border engagements of people within the African continent, 

the entry of Covid-19 into one Africa country, only meant that, transiently, the spread would 

enjoy an unhindered flow into other countries in the continent. Although, many have blamed 

the WHO’s failure to hurriedly declare the virus as a global pandemic as the springboard for its 

rapid spread, while some also blamed ‘the leadership’ who failed to shut their borders on time. 

But, the entry of Covid-19 into Lesotho, Burundi and some other countries, long after WHO’s 

eventual declaration and several border closures only shows the global destiny Covid-19 was 

bound to have. For example, the index-case in Nigeria was reportedly a returnee from one of 

the hot spots of the infectious disease [Shaban, 2020]. But that did not prevent the Nigerien 

who exploited the West African border porosity into Nigeria, only to be subsequently tested 

and declared positive after mingling with multiple contacts [Vanguard, 2020]. This instance on 

easy penetration of West African borders speaks for the situation in other African sub-regions 

and the unavoidable blowout of Covid-19.

However, the pro-active measures, including accelerated testing rates in many African states 

successfully tamed the early identified cases and have helped to prevent a rapid community 

spread. As the Covid-19 positive cases rise exponentially across the globe, Africa’s figure stood 

firm in the frames of ‘tens of thousands’ cases. Commendably, several strategies have been 

dispatched in many countries, not only to curb the spread of Covid-19 alone, but, also, to 

reassure the people that, their welfare would not be compromised as we collectively fight 

the coronavirus outburst, [OECD, 2020]. In Nigeria, South Africa, Ghana and many others, 

for example, weeks of lockdown were repeatedly announced, while food items and other 

relief packages were distributed as palliatives to people, mapped out as vulnerable and poor. 
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Citing one, the Togolese government weekly distributed tranches of funds to over 300,000 

households and beneficiaries, affected by the lockdown [Ooko-Ombaka, et al, 2020].

Following the hatchet lockdown policy review in many African states, the continent’s 

economy appears to be warming-up for a resurrection. But, despite the psycho-social feelings of 

optimism and pessimism about the lockdown relaxations, it is worth-noting that, the preceding 

days have witnessed hardship, sacrificed freedoms, halted businesses, closed enterprises, 

unwavering communal spirit and inexplicable perseverance while the tough times persist. 

As countries anticipate the peaking and dwindling of Covid-19 cases, this study identifies 

some macro-economic responses outside Africa, ignited by the Covid-19 pandemic vis-à-vis 

Africa’s response capacity. The ultimate aim is to synchronize the series of responses with the 

economic circumstances of Africa, and thus, develop a post Covid-19 practical agenda that 

will convey the continent from a pandemic era into a prosperous area.

For instance, the G-20 has pumped out over 5 trillion dollars as targeted economic measures 

and fiscal policy globally. China equally lowered their reserves, freed over 70.6 billion dollars 

to inject their economy and announced over 150 billion dollars as aid globally. The European 

Union (EU) Bank publicized over 740 billion euros as support for the continent’s economy. 

The South Korean mother bank released over 16.7 billion dollars and reduced its interest rate 

to 0.75% from an initial 1.25%. the “Bank of England” provided over 37 billion dollars at a 

reduced rate of 0.25% from 0.75% [AUC, 2020]. France disclosed over 333 billion Euros 

as the Covid-19 response while the World Bank announced 12 billion of dollars. As the list 

abounds, the International Monetary Fund (IMF) is also mobilizing 1 trillion dollars as its 

lending capacity for its members, with zero interest marginally detracted to about 10 billion 

dollars for low-income members [Georgieva, 2020]. 

But, as a single proof of Africa’s incapacity for effective response, its biggest economy- 

Nigeria, is largely in debt, while its Central Bank could only afford a discouraging minimum 

interest rate of 5% on its stimulus package [AUC, 2020; 28]. Generally speaking, the initial 

forecast of 3.4% economic growth for Africa in 2020 has stashed into negative figures. Currently, 

the preventive travel restrictions from China to Africa, is accompanied by the attendant fall in 

importation of consumer goods from China. This situation has forced an increasing inflation 

in Ghana, South Africa, Angola and others. Also, the poor importers of Chinese electronics, 

household goods and textiles dwelling in Mozambique, Niger, Uganda, Nigeria and several 

others are largely economically depressed, as chances for livelihood has grown slimmer 

[Cascais, 2020]. 

Against the predictions of many bookmaker’s, many optimists have expressed strong hopes 

that, COVID-19 fatalities in Africa, might endure and remain comparatively lower than what 

transpired in other regions globally. But, nevertheless, these three waves may not be avertable. 

The first wave is an intermediate drop in Chinese investment in Africa, and lower trade 

dealings. Countries like South Sudan, Mauritania, Zambia and others that have no replacement 

for Chinese engagements tends to be more affected. Secondly, the Organization for Economic 

Co-operation and Development (OECD) and EU countries (that captures about 50% of West 
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and North African economies); having witnessed a series of lockdown, will slump in demand 

for Africa’s outputs or resources (OECD, 2020). Thirdly, intra-African and domestic trade 

within Africa may witness a continental supply shock due to travel restrictions and hampered 

intercontinental trade. However, the likely setback to the third wave is the impending shortage 

of purchasing power in Africa, since commodity-driven economic models do not create more 

employments nor improve people’s well-being [AUC, 2020].

Unveiling the PRIGS pathway from pandemic 

to prosperity for Africa

The previous section has brought to fore, the virtual designs of Africa’s drawing board for 

reawakening of its economy in a post Covid-19 arena. Indeed, the pandemic has downed 

the economy of African states, having witnessed inactivity for over a month. For example, as 

of March 2020, cancelled flights by national carriers like Kenya Airways, Egypt Air, South-

African Airway, Air Mauritius, Air Madagascar, Rwanda Air and Air Maroc, all caused a loss 

of over 400 million dollars while the Aviation industry lost about 29 billion dollars, worldwide 

[UNECA, 2020]. In fact, Ethiopia’s horticultural industry was forced to lay off 150, 000 workers 

after reportedly losing 11 million dollars [Ibid].

As more sauntering stories of exiting workers continue to drift across Africa, resultant 

of Covid-19, the PRIGS mnemonic is a conceptual envelope that suggests a post Covid-19 

economic pathway for African countries. Explicitly, ‘PRIGS’ interprets as follows; Pulling, 

Recovery, Innovation, Growth, and Sustainability. This recommendation is strongly founded 

and themed on science, innovation and technology. Incidentally, the middle alphabet in 

PRIGS stands for innovation, which is equally the nucleus or core of this paper. Now, 

before unveiling the PRIGS pathway, it is crucial to briefly appraise how the Covid-19 has 

affected specific country sectors in the household context. Without this brief appraisal, 

discussing PRIGS might not make too much sense. Just to select few sectors, the pandemic 

has affected each country politically, socially, economically, culturally, educationally and 

health-wise.

Politically, African governments were ostensibly not prepared for Covid-19. So, the 

pandemic forced a constant and incessant policy deliberations and evaluations among the 

key decision-makers, on different issues, without compromising the peoples’ rights and their 

wellbeing [Nuwagira & Muzoora, 2020]. 

Socially, the plural safety measures to prevent Covid-19 forbids gatherings, partying and even 

handshakes between individuals [UN DESA, 2020]. Thus, the way we greet and interact have 

changed. Social distancing, for example, denotes, individuals would have to communicate 

with one another, meters apart.

Economically, the multiple weeks of inactivity has ignited job losses, most especially, in 

private firms where their revenue is gone [Allen, 2020]. Many artisans and craftsmen have also 
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been idle, and faced with the duo-viruses of hunger and corona. Thus, indebtedness has been 

a major source of livelihood for households.

Culturally, the spirit of communalism was revived. Individual communities were coming 

together to contribute and care for the vulnerable people, acknowledging that, the governments 

of each country cannot do some things alone [Aneasoronye, 2020]. Such community spirit, 

long-lost since the days of the hunter-gatherer-bands, complemented the social palliatives 

provided by the government, corporate donations and the well-to-do individuals in each 

country.

Educationally, schools remain shut-down and pupils or students resorted to learning from 

their homes. Although, virtual classrooms were created online, which many explored, yet, 

intimacy- which aids absorption of knowledge- is lacking in online learning and consequently 

cannot be called a substitute for classroom settings [Li & Lalani, 2020]. However, there is value 

in preserving the distinction of physical class teachings, as the virtual classes only proved that 

education should be a 24-hour activity that does not start with sunrise and ends when sun sets.

Health-wise, the warped fragile health systems within the continent benefitted from a global 

injection of funds, health equipment, facilities, that empowered the setting-up of testing and 

treatment centres across the continent [Smith, 2020]. This sector, has undoubtedly sucked 

huge sums from each country’s purse, either for remedial research, treatments and as payments 

or motivators for the health workforce. Yet, it exposed some insufficiencies and shortages 

within the African health sector. 

Using the illustration of Africa as a baby, learning to stand and walk, the pandemic, by 

implication, pushed baby Africa back to the crawling level, ordering for a restart. As babies 

learn ‘how to crawl’ from the home settings, PRIGS is a home-grown template for Africa’s rise, 

stand, and walk to prosperity. Recall, PRIGS implies Pulling, Recovery, Innovation, Growth, 

and Sustainability. 

So, the first phase on this post Covid-19 agenda is pulling, indicating that, African governments 

need to pull a lot of resources, into the state. This involves a simultaneous pulling of financial 

and human resources. Primarily, each country needs to pull huge financial resources from the 

international and national level to uplift the country’s human resources and consequently, its 

economy [Gandhi, Schaeffer & Madden, 2020]. Within Africa, the pulling agenda is radically 

ongoing and the financial missiles have been primed to light-up the economy.

For instance, the African Development Bank (AfDB) has unveiled 3 billion dollars as bonds 

to cushion the eco-social impact of Covid-19 on African economy. Afreximbank announced a 

three billion-dollar facility to shield member countries from the Covid19 storms [NM Partners, 

2020]. Also, the Central Bank of African States (BEAC) approved over 152 million dollars 

for Central African states to support public projects while the central banks in each of the 

states jerked their weekly allocation to 9 billion dollars from 680 million dollars [AUC, 2020]. 

The Ivorian government announced 200 million dollars as its response while the Ethiopian 

government announced 10 million dollars to fight the pandemic. Equatorial Guinea committed 

10 million dollars as an emergency fund while the Nigerien government declared 1.63 million 
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dollars as its response. In Eswatini, their Central Bank fixed a new interest rate at 5.5% from 

6.5% while Bank of Algeria fixed the interest rate at 3.25%. The Ghanaian government declared 

$100 million to demonstrate Ghana’s preparedness and fixed its interest rate at 11.5 % from 

13 %. Madagascar’s government injected an initial 111 million dollars and a subsequent 53 

million dollars as a complement. South Africa’s Reserve Bank also adjusted its interest rate to 

5.25% from 6.25% and also pronounced over 56 million dollars as a support plan for small 

businesses [AUC, 2020].

While the list of African Covid-19 responses continues to expand, this study breaks down 

a simplified analysis of how African countries with decentralized systems of government 

could approach the pulling strategy. For example, Nigeria’s 2020 budget was finalized at 2.19 

trillion naira, benchmarking 57 dollars as the price of a single oil barrel. But, the steep drops 

in oil prices and demand have placed the nation on budget deficit. Thus, Nigeria’s finance 

Minister announced a cut of 1.5 trillion-naira in the nation’s unnecessary capital spending 

[Onyekwena & Amara-Ekeruche, 2020]. Even, the gradual rising of Nigeria’s external reserves 

will not retrieve the image deficit alluded to Nigeria and other countries alike, that are largely 

dependent on varying single sources of income.

Of course, there were huge inflows of funds into Nigeria as well the legislative 

approvals for borrowing more. For example, the European Union’s 21 billion Naira, 

Germany’s 5.5 million pounds, funds from China and others, in addition to the multiple 

domestic donations of over 29 billion naira to combat the pandemic [CGTN, 2020]. 

But, nevertheless, sub-levels of government within Nigeria need not wait for a probable 

disbursement of these intervention funds. The alternative is to explore the Central Bank 

of Nigeria’s (CBN) stimulus package. The package includes a trillion naira or 2.78 billion 

dollars, fifty billion naira or 139 million dollars, and a hundred billion naira or 278 

million dollars to be acquiesced by the manufacturing sector, SMEs and the health sector 

respectively (KPMG, 2020). The CBN intervention is accompanied by a downward review 

of interest rates from nine to five percent.

Therefore, the sub-national tiers of power within Nigeria, such as the states must bring the 

CBN arrangement closer to the people (individuals, private firms, organizations and industries) 

and if possible, provide bolster funds to mitigate the interest rates impact, while awaiting a 

probable disbursement of the intervention funds. The concurrent impact of this financial pull is 

the motivation of Osun State human capital and indirectly, the material resources. Recall that, 

people have been separated from their jobs or works for a long time [Onyekwena & Amara-

Ekeruche, 2020]. The pandemic has not only caused a physical and social disconnection 

from their workplaces, but, also, a psychological disconnection that is worsened by stories of 

financial liquidation; given that, the preceding weeks have recorded a decline in individual 

and household’s consumption, doubtful prospects for income and an erosion of savings, 

offshoring from the full and partial lockdowns across the country, and inductively, all African 

states. Therefore, pulling of financial and human resources for baby Africa is quintessential to 

make her crawl-up again.
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In essence, the second phase on this post Covid-19 agenda is recovery. A staggering baby 

kicked down by Covid-19, has been pulled back to his feet. But, then, the baby will need to 

recover the lost confidence to keep standing and walking again. Likewise, recovery of what 

was lost during the pandemic becomes our next focus. Before the pandemic, the internally 

generated funds in many states across Africa are meagre and most times, reliant on external 

borrowings for executing the bulk of their budgeted agenda. But, taking a clue from the oil 

price impact on the oil-dependent economies, this study recommends an alternative venture. 

With or without Covid-19, the oil influence and attraction has been dwindling and fading 

respectively. For example, India and several countries are manufacturing electric cars that 

does not run on fuel [IANS, 2020]. Shenzhen, a Chinese province, was the first city in the 

world to replace all its buses with electric buses and it is in the process to replace its taxis as 

well. Besides, about 1.1 million electric cars were sold in China in 2018, representing 50% of 

the global automobile sales [McCarthy, 2020]. With a set-agenda to balloon the electric cars to 

other countries in few years’ time, many countries have also been exploring alternative sources 

of energy, should oil die. So, it is imperative for states to plan living without the oil wealth. 

From this standpoint, Africa’s recovery programs must also explore its alternatives for 

revenues other than the oil-based wealth, and likewise, the non-oil dependent nations need 

to grow beyond the crude commodity-induced income. For over 90% of African states, the 

untapped gold mine is the tourism industry. For instance, Dubai (an oil-rich nation), realizing 

the vanishing attention on oil, has resorted to tourism and that sector alone granted Dubai 

$30.82 billion in 2018 [McCarthy, 2020]. The beautification of Dubai (the second most 

visited city after Mecca) has made it for mandatory for travelers, especially, roadmaps that 

pass through the Middle East, to stop-over and behold Dubai’s adorations. This has blossomed 

Dubai’s tourism sector and without the oil, Dubai lives on. In 2018 alone, the British Museum 

attracted 5.3 million tourists, while 9.9 million tourists visited China’s Great Wall, [Xinhua, 

2020]. Lagos, a major West African business hub is also constructing a world-class city, solely 

for the purpose of generating huge revenues from tourism without the oil [1]. Whereas, Dubai’s 

population is around 3.33 million more than Djibouti’s 958,000 people, Gabon’s 2.2 million 

people, Guinea Bissau’s 1.8 million people and other less populated countries. For bigger 

populations, Dubai is more than Kenya’s Mobbassa City of 1.2 million people and marginally 

populated than Nigeria’s Osun state of 3.7 million people [Latlong, 2020].

 Using Nigeria as an example, Osun state, among others, is endowed with extensive tourist 

attractions that can yield voluminous revenues for the state. For example, the Erin-Ijesha water 

falls, Esa-Odo falls, Olumirin water falls, the Sacred Grooves around the state, the Omidiran 

Kayode and Mbari Arts gallery in Ife and Oshogbo respectively. Even, the Bauhaus styled 

Obafemi Awolowo University is described by a Switzerland-based Interior Architect as Africa’s 

most beautiful campus. Such continental rating can be leveraged for tourism purposes [Stouhi, 

2020]. Therefore, as the world is merely emerging from the shocking waves of Covid-19 

pandemic, and the drums of recession beating fast and sounding reggae for Africa, the continent 

must take advantage of doorstep alternatives, whereby, tourism whispers breakthrough.
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Truly, the global tourism sector is battling for life and the travel restrictions and border 

closure, as of March, 2020 has caused Africa a loss of 56 billion dollars. But, comparatively 

for the African continent, the tourism sector has only been selectively explored. For instance, 

in 2019, tourism generates about 2.6% of Africa’s GDP, less than the 3.21 trillion Baht or 100 

billion dollars that the sector generates for Thailand, that was 20% of Thai’s GDP [TATnews, 

2019]. Also, out of 71 million jobs that may be affected globally, 6.2 million jobs are mapped 

out in Africa. Apart from Seychelles, Mauritius and Cape Verde, where tourism accounts for 

over 25% of their calculated GDP, the tourism industry in Africa has not been elaborately 

commodified, and may appear as the novel alternative for tourists worldwide [IATA, 2020]. 

Arguably, many countries are yet to plan for tourism as an alternative income routes, but for 

most African nations, the beautification of the tourism industry appears naturally augmented. 

However, this recovery plan does not mean to undermine the other running productive 

sectors within the continent and their overwhelming contributions in each country. But, then, 

to break-even for an economist recovering from a bad debt, new revenue models must be 

added to the firm. For instance, over two-thirds of Africa’s terrestrial spaces are cultivable and 

viable for agriculture. Nevertheless, Sub-Saharan Africa’s food importation cost over 47 billion 

dollars, which includes 17.5 million dollars for cereals importation, 4.8 billion dollars on fish 

importation and so on [FAO, 2019]. Accordingly, agriculture alone may singularly not be 

advantageous for Africa’s recovery efforts. 

Furthermore, one-fifth of Tunisia’s population are engaged in agriculture, but, the agricultural 

yields contributing one-twelfth of Tunisia’s GDP shows a gap of either inefficiency in Tunisia’s 

agricultural sector or the availability better alternatives to agriculture [Britannica, 2020]. 

Using same index of twelve, agriculture was expected to contribute eight-twelfth (two-third) 

of Nigeria’s GDP, bar the ascendancy of oil. But, on the average of climatic variations, the 

tourism industry seems adaptable to any climatic situation and can be further rebirthed as 

quick revenue models for African states. The positive remark closing this recovery phase is 

that, baby Africa will not only be able to now stand, but also, will be ready to walk.

The third phase, and perhaps, the most important, on this agenda is innovation. Innovation 

incorporates artificial intelligence (AI), technology and scientific knowledge. Science and 

technology (S&T) is merely a knowledge in itself. But, the application of scientific knowledge 

and artificial intelligence to solve certain societal problems makes defines an innovation 

[Wignaraja, 2003]. Also, the integration of AI and innovations into existing sectors (education, 

agriculture, health and all others) in each African country increases efficiency and productivity. 

The opportunities and possibilities of a state is a function of its technological-innovations (tech-

novations). This explains why developed nations place premium on technology. For example, 

Silicon Valley alone is worth $275 billion and richer than more than half of all Africa countries 

[Pulkkinen, 2019]. 

Similarly, China has over 99 Unicorn startup companies that generates over $1 billion 

as annual revenue. To demonstrate the vitality of innovation and technology in a nations’ 

development for competitive advantages (rather than the military capabilities alone), China is 
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currently building Greater Bay Area- the largest Tech Hub, expected to outstrip the Silicon’s 

dominant posture. Innovation and AI is the future of wealth, not oil or commodities. Furthermore, 

any nation that primes in technology and AI is in contention to effectively compete globally. 

Apart from the notable tech giants, emerging tech countries like South Korea, among others, 

recently employed AI robotics for measuring people’s temperature and circulate hand sanitizers, 

battling pandemic with technology. Walmart also scrubbed its floors using the AI innovations. 

Amazon is set to launch AI that will sort, package and ship its products; an innovation that will 

replace human efforts and instructors. Financial advisors, robot Cooks, waitresses and fitness 

coaches are expected to hit the market later this year [3].

 This study is not ignorant of this appraisal; comparing Africa, a chronic agrarian economy 

to the bests in the world? Of course, yes! Should Africa remain poor forever? On the basis of 

‘when independence was attained’, many African nations are colleagues, if not, seniors to some 

of today’s fast rising countries. The World Bank’s estimate shows over 48.5 million people will 

slip into extreme lack or poverty in 2020, while 23 million of that figure will be from Sub-

Saharan Africa (World Bank, 2020). In 2019, the gross debt of African governments equals 

58% of Africa’s GDP. In 2020, its debt-to-GDP ratio may increase from 58% to almost 85%. 

While larger economies like Egypt, Nigeria, South Africa, Ethiopia and few others may subtly 

weather the economic storm, the unsustainable debt lane spells shockwaves for exceedingly 

indebted nations like Cape Verde, Eritrea, Sudan and some others [IMF, 2020].

As the core argument herewith, this paper situates its analyses within the theory of 

technological-determinism. The theory premised promotion of technology and innovations 

as the drive for economic and social development. Furthermore, technological-innovation is 

credited as the governing force for effecting socio-economic progress [Smith, 1994]. Although, 

Adler agrees technological-innovation attracts positive changes. Yet, he otherwise argued that, 

technology handles social pressures discriminatingly and ignores some social challenges [2]. 

Likewise, Postman expresses a correlation between the wonders of technological-innovation 

and its negative consequences [Postman, 1998].

Nevertheless, the midpoint is that, the more technological advanced a country is, the greater 

their efficiency in pursuing economic development, and also, their ability to crush challenges 

which will always arise, with or without technological advancement. For example, the efficacy 

of everyday living in technologically advanced countries is widely far from the efficacy of life 

in areas where low emphasis is placed on technological advancement, most especially, in 

Africa [Sharma, 2018].

Just as it is globally on average, Africa’s purse is under pressure. This is a time when Africa 

needs to rethink. What are the developed countries doing differently? How do we reflect the 

above analysis on Africa’s post Covid-19 agenda? Looking at the way the pandemic affected 

Africa, this is the right time for Africa to think-tech. As physical businesses went on hold, virtual 

businesses and e-commerce thrived from online transactions. As schools were under lock, 

educative web and app developers, internet service providers and other e-learning entrepreneurs 

prospered financially, as pupils or students and teachers expended money on e-materials to 



ISSN 2686-9012 (Online)

statecounsellor.wordpress.comECONOMIC CONSULTANT. 2020. 31 (3) 14

learn online. As social distancing restricted gatherings, video and audio-conferencing apps 

like Zoom, Microsoft Teams, Meetups, Ottei, podcasts and other webinar outlets flourished 

in dollars [UN Habitat, 2020]. So, running a digital economy propels an initiative or drive for 

Africa’s prosperity. The proliferation of digitalized ventures would provide products of global 

utility and monetization of such ventures would yield overwhelming revenues for countries 

in Africa, either through taxation or ownership. Therefore, digitalization enhances industrial 

performance for companies in a diversified economy. It improves governance, business climate, 

transports, health and communication systems. Thus, Africa needs a wide-scale regulatory 

measure and data protection policies to scale-up its digital transformation [OECD, 2020].

Among the developing countries, Singapore follows China on internet usage. This 

motivated Singapore’s government to award over 4.5 million dollars to facilitate the entry of 

small businesses into e-commerce. But, it’s a different story in Africa. For instance, to show 

how important technology is on Africa’s spending plans, Ghana’s incorporated Ministry of 

Technology once allocated 0.25% of its GDP to the ministry’s activities, while only two-fifth of 

that figure is planned for research activities [UNECA, 2003]. Asides that, the social media has 

penetrated widely in Africa. Six African countries ranked among the top fifty Facebook users 

in 2012. 15% of Africa’s Facebook users are online compared to Asia’s 11%. Morocco, South 

Africa and Kenya, among others, registered over 20 tweets/1000 people [IWS, 2013]. 

Interestingly, over 57% of the counted tweets came through mobile phones. 60% of total 

Africa’s Tweeters aged between 20 years to 30 years. LinkedIn has over 5.7 million users in 

Africa, with Nigeria, South Africa and Egypt toping the user’s ranking; 70% of the users aged 

between 24 years to 54 years. As of mid-2011, Nigeria’s former president, Goodluck Jonathan 

had over 790, 000 followers, Tanzania’s president had 45,000, Algeria’s president had 25,000 

followers. This data reveals African leaders are aware of social media’s growing impact, yet, 

no homegrown continentally-scaled social platform survived. Competition and deficiency of 

support did not allow most African innovations thrive (UNECA, 2014). Some notable African 

startups that got trapped in Africa’s unsupportive ambience include South Africa’s Wabona and 

Mxit, Egypts’s Bkam and Ousta, Nigeria’s DealDey and GoMyWay, Ghana’s Tress, Kenya’s 

ConnectMed and some others [Digest Africa, 2019].

Frankly speaking, African countries have not shown slight seriousness on research, 

technology and its development. For example, Egypt’s expenditure on research, technology 

and development was 0.68% of its GDP, while, Togo and Uganda spent 0.27% and 0.64% 

respectively on a similar agenda [UNCTAD, 2017]. Even more, Kenya’s Vision 2030 may 

transform to a mere nightmare, if Kenya’s government does align towards innovation and 

technology, which are the lubricants for a 21st Century digitalized economy. Innovation 

encourages indigenous solutions for public and private sectors. As research and development 

has proven integral to innovation advancements, governmental cooperation and boundless 

partnerships with academic institutions, private sectors, international partners and domestic 

investors must collaborate for efficiency and productivity in leveraging technology. Thus, 

Obama (2018) called for digital inclusivity and non-discriminatory access to internet and 
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technology across aboard. In Africa, business-to-consumer technologies remains shadowy, 

making up 0.5% of Africa’s GDP in 2017 at 5.7 million dollars. Thus, UNCTAD (2018) 

clamored for an unparalleled investment on creating an ambience, conducive to technology 

and viable innovations, together with supportive regulatory policies from African governments.

In contrast, China understands the place of technology. Although, China’s sit among the 

developing enclaves is debatable, yet, this study is sampling China as the richest among the 

poor or developing countries. China’s radical transformation is validated by their amplified 

commitment to research and technology, evidenced by investing 1.5% of China’s GDP on 

technology development, from an initial 0.6% between 1995 to 2008. Today, tech development 

is spreading from Beijing to Chengdu, Guangzhou, Shanghai, Chongqing and other cities 

[Campbell, 2013]. China’s government promotes researchers, scientists and support cutting-

edge technologies; the Spark Program in China underscores technology usage, even in its 

rural communities and counties. China’s Ministry of Science and Technology (MOST) has 

financed over 150,000 tech-inclined developmental innovations. China’s High-Tech Fairs also 

assembles tech users and developers periodically to reaffirm the centrality of Chinese innovation 

industry as the drive behind its blossoming digital economy. From 2018’s figure, China’s digital 

economy climbed by 20.9% to RMB31 trillion [Deloitte, 2019]. While that increase equates 

34.8% of China’s total GDP, Chinese products and innovative technologies are spreading 

globally. In fact, Brazil, Japan, South Korea, India and Russia are actively awakening their 

national innovation industries. On the global innovation landscape, China moved from 26th 

position to 14th position, between 2016 and 2019. Furthermore, China spends 2.1% of its GDP 

on scientific research and technology, thus, leading world’s technological related publications 

[Deloitte, 2019]. Yet, China claims infancy in technological innovation and doggedly pressing 

to advance more.

Thankfully, the pandemic revealed to African leaders, some avoidable expenditure and new 

outlets of investment. For instance, government representatives may not need to consistently 

travel around, spending large sums on fixing discussions and meetings. As the Zoom app 

gained popularity, African countries must empower youths that can develop problem-solving 

trailblazing innovations and promote them for national, continental and global utility. Zoom’s 

user base leapfrogged from mere 10 million users, as of December to over 200 million people 

within just five months. Greater than Zoom’s score, Houseparty video chat technology witnessed 

a 1580% download rate growth just within March and April. Instacart, a grocery delivering 

all experienced a 540% rise in download [Dwoskin, 2020]. These few instances indicate the 

future of innovations and technology, just that, Covid-19 pandemic drew the future closer. 

Currently, informal sectors of employment are competing with technological innovations. 

For example, 3-D prints are replacing weaving, machining and spinning activities in textile 

industries [Padhye & Nayak, 2015]. Gene therapy and nanotechnology are transforming 

healthcare services [Misra, 2010]. Computer-based learning systems are reshaping traditional 

classrooms [Eck, 2006]. Within January-April 2020 alone, Netflix (a digital company), 

generated 5.76 billion dollars from its consumers worldwide while Eric Yuan, the founder of 
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Zoom made 4 billion dollars in three months from his digital software for video conferencing 

(McKeever, 2020). We can only imagine what that revenue would imply for development, if it 

was founded and owned by an African country.

Also, while the low earners and middle-income stipendiaries grieve Covid-19’s impact 

worldwide, tech giants such as top five American billionaires reported 434 billion dollar or 

20% boost, just within two months. Bezos’ net worth alone grew by 30.6% to 146 billion 

dollars while the top five combined moved to 3.4 trillion dollars from 2.9 trillion dollars. 

The ripple impact extends unemployment benefits for the millions that may have lost their 

employments, during the pandemic (Beer, 2020). Meanwhile, Africa’s ring of richest people 

comprising oil moguls and non-oil business kingpins, lost billions [Okwumbu, 2020]. This thin 

parallel comparison between technology and Covid-19 impact, consolidates innovations and 

technology as wealth funnels, for countries that invest or endow in it.

It should be resounded that the ultimate objective of this paper is prosperity for African 

countries. Hence, digital technology and innovation is the global trend and this paper is 

making all efforts to compare Africa with some of best models, possible. No doubts, Africa has 

the capacity to actualize the recommendations raised on this third phase. The likely criticism 

is that, there would be job losses if technology takes over [Piachaud & Li, 2019]. But, rather 

not! Digitalizing Africa’s economy would substantially redefine the nature of jobs and attract 

investment opportunities into Africa’s humble estate. Moreover, what has the pandemic 

noticeably created in the job market, if not job losses and ululations in the private sector? Also, 

the future of traditional jobs is bleak, as companies are gradually adapting to the 21st Century 

economic settings. This explains why many private African investors and philanthropists (Angel 

Investors, TEF Connect, Anzisha Prize and few others) are relentlessly grooming thousands of 

startups and tech innovations annually. Yet, the gaps created by lack of governmental supports 

from many African administrations linger. For example, Anzisha, in partnerships with African 

Leadership Academy and Mastercard Foundation supports twenty brightest young Africans 

annually for a successful entrepreneurship journey. In 2018, Anzisha awarded 100,000 dollars 

to the twenty finalists; Kevin Edorh from Togo, Aldred Dogue from Benin Republic, Alhaji Bah 

from Sierra Leone, Alina Karimamusama from Zambia, Awah Ntseh from Cameroon, Farah 

Emara from Egypt, Lourena Bindi from Angola, Mohamed Sherif from Libya, Vanessa Ishimwe 

from Rwanda, Richard Turere from Kenya and others [OFA, 2020].

Evidently, the little support these virgin startups enjoyed on their entrepreneurial innovations- 

on agriculture, businesses, farms, humanitarian services, health supports, rural electrification, 

-has helped them achieve more productivity and are scaling-up steadily. This paper deliberately 

dwelt more on innovation and technology, being the kernel and nucleus of this study. Now, 

baby Africa, kicked down by a pandemic is now back standing, and innovating alternative 

pathways to avoid any unwanted eventuality. Even more, Duerksen (2020) alarmed that, 

crushing the flames of Covid-19 in Africa relies on massive African innovations. For example, 

shortage or dearth of clean water has forced a 400-level African student to invent a solar-

powered machine that eases handwashing in a needy community (Ibid).
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Conjointly, the fourth and fifth phases after innovation are for “Growth” and 

“Sustainability”, which would be examined together. Innovation and digitalizing of Africa’s 

economy breed huge opportunities. Given the high boundless expectations that delving 

largely into tech-novation brings for African states, the attendant rise in Africa’s GDP 

equates growth. Economic growth is the increase in the money generated within a specific 

period of time, by a state, business or entity [Haller, 2012]. But, then, economic growth 

translates into development when there is a simultaneous improvement in infrastructural 

construction, social amenities and the people’s living standards. A scholar who shared his 

secret of sustaining growth once said, “when you make money, let your money be working 

for you”. That is, sustainability comes when the African government, reinvest the same or 

greater efforts and commitments into the sector that ignites the growth ab-initio [Demneri-

Kruja, 2013]. 

Conclusion

In conclusion, Spencer Johnson’s ‘’Who Moved My Cheese’’ explicitly captures the 

dilemma caused by Covid-19 and the implications for Africa. The big lesson is the need 

for change and that, anyone who refuses to change when circumstances call for it becomes 

extinct. The bigger lesson is that movement towards new directions helps us discover new 

cheese. The biggest lesson is that, the earlier we let go of the old cheese, the quicker we 

discover new and better ones [3].

No doubts, Africa’s cheese (both oil and non-oil commodities) appears to be fading. 

Agriculture readily comes to mind as the alternative. But, then, global trends, as discussed, has 

proven that, having a productive agricultural sector in this Century depends on the application 

of modern day technologies and innovations. In addition, discussing agriculture would be 

insensitive to the losses Covid-19 brought for an average African. Agriculture is also dependent 

on several factors including weather, manpower, markets and other factors. But then, this 

paper has vividly discussed the PRIGS as a realistic pathway that is expected to switch Africa 

from its pandemic predicaments into prosperity; Pulling, Recovery, Innovation, Growth and its 

Sustainability (PRIGS) is the model.

For Africa, our new cheese is innovation, capturing (science, technology and Artificial 

Intelligence). Since innovations are developed for application to solve problems. It is believed 

that an investment in technological innovations yields positively on all other sectors (agricultural, 

businesses, educational, health and so on). The recommendation goes thus:

The African governments should diffuse the stimulus packages closer to people in their 

countries. If the bureaucratic policies of any country’s mother bank appears delaying, mostly 

common in decentralized countries, the sub-levels of government may seek grants from 

international partners or supports from Africa Diaspora Investment Fund (ADIF) and others that 

attracts 3% interest, fairly cheaper than the any country bank’s package [3].
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Secondly, African countries must create a Ministry of Tech and Innovation Development 

(MiTID) separately, directed by an efficient personality, that is specialized in technological 

ideation and innovation management and ruled by a Collegiate Executive consisting of “seven 

sisters”: Big Data, Artificial Intelligence, Edge Computing, Cyber Security, Internet of Things, 

Cloud Architect and Blockchain technologies.

Thirdly, each country in Africa needs to determinedly restart thousands of start-ups in 

innovations, technology and digital businesses that will scale-up and each startup will target 

the creation of over 20,000 jobs annually in the coming years. Also, Agriculture and tourism 

are two key sectors that would serve as a strong baseline for revenue attraction, while the 

government’s efforts on innovations progress towards commercialization stages. 

In addition, African countries need to go into non-exploitative partnerships with all 

the relevant tech and innovation agencies deemed integral for technological-innovation 

advancement, while not relenting on efforts on agricultural sector and awakening its tourism 

sector. Tanzania’s self-sufficiency efforts on maize and rice production is commendable and 

recommendable for other African countries.

Similarly, Covid-19 may have relaxed AfCFTA’s implementation, hitherto fixed at July, 2020. 

Nevertheless, each country should progress on varying national plans towards liberalizing 

trade, productive transformation. Like a medium-to-long term plan, regional integration and 

alternatives developed through technology will eventually catalyst the AfCFTA agenda. This 

agenda is vital for building a resilient economic, political and human forte for unplanned 

future global shocks and challenges, such as Covid-19 [OECD, 2020].

Also, African countries need to create an environment that has the basic qualities, amenities 

and feasible for sustaining technology and innovations development. (Microsoft, Google, 

Amazons, Apple, Oracle, Facebook and other successful tech brands only survived within a 

supportive regime and space. 

Lastly, this study recommends the African Union and its spinoff agencies should constitute 

a team of experts that is vastly informed on the development, evaluation and implementation 

of a “Technology and Innovation Promotion Agenda” (TIPA). The research is suggestive 

of specialists who have worked on tech, innovations and robotics, alongside international 

relations technocrats who can secure the necessary intellectual-property rights and patents for 

promoting the African label. Finally, the Covid-19 is a transit phase, and its enduring legacies 

must not be wasted, but painted for a positive rebranding of Africa’s future.
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1. Introduction

The ARDL model is considered a standard least squares regression with lags of both 

independent and dependent variable as regressors, see Greene (2008). Although ARDL 

model have been used in econometrics for decades, they have gained popularity recently 

as a method of checking cointegration between economic variables proposed by Pesaran 

and Shin (1999) and extended by Pesaran et.al (2001). In economic literature, there are 

number of cointegration techniques, according to Emeka and Kelvin (2016), the econometric 

terminology of “cointegration” is used to reflect the existence of a long-run equilibrium 

among economic variables that converges over time and ARDL approach is considered 

as a latest of these cointegration technique used to examine dynamic and equilibrium 

relationships between dependent variables and independent variables. The examples 

of cointegration techniques such supposed by Engle-Granger (1987), Johansen (1988), 

Johansen-Juselius (1990), Saikkonen and Lutkepohl (2000) and Pesaran et.al (2001). ARDL 

is used, since they found that the variables in question are found non stationarity and they 

are integrated of the same order, then cointegrating relationship (i.e., the susceptibility of 

the variables to move together) between the variables in the long-run can be studied by 

the ARDL approach. 

According to Pesaran and Shin (1999) and Pesaran et al. (2001), the ARDL test can 

be adopted for applying cointegration analysis to empirically determine the relationship 

among the economic variables that is regardless the regressors are stationary at its level, 

integrated of order one, or a mixture of both. The convenience of using ARDL model is that 

it is based on a single equation framework so that it takes sufficient numbers of lags and 

direct the data generating process in a general to specific modeling framework (Harvey, 

1981). Besides, Haug (2002) mentioned that the ARDL approach is better with a small 

sample although Ghatak and Siddik (2001) argued that the Johansen cointegration test 

requires a large sample to find a valid result.

2. Theoretical Background

As econometricians always suggest that there is an equilibrium relationship between 

economic variables depending on time under consideration as specified by theory, the 

dynamic models are more suitable to specify the relationship between those variables. Models 

are described to be dynamic since they monitoring the variation of economy and its responses 

over time. Hill et al. (2012) defined a dynamic relationship as it is the change in a variable in 

such point of time which may have an effect on the variable itself, or the other variables, in 

future time periods, these effects not only occur instantaneously but are spread over future time 

periods. There are different ways to express this dynamic relationship, one of these ways; when 
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we have y as a dependent variable and it is a function of its lag as in lagged dependent variable 

model beside the current value of x (independent variable) as following: 

y
t 
= f (y

t-1
, x

t
),                                                           (1) 

where y
t
 and x

t
 are the current value of both dependent and independent variables, 

respectively, y
t-1

 is the value of y in the previous one period, but if we have the dependent 

variable y as a function of current and past values of an independent variable x then it’s 

called distributed lag model which is a dynamic model while we can say that the impact of 

an explanatory (x) on dependent (y) happens over time not only in the same level time. It is 

recognized as a variation in the level of a regressor variable may have behavioral implications 

on other levels of time which refers that the consequences of economic decisions in such time 

(t) have an impact on such economic variables and it can last a long time at time t, and at times 

t + 1, t + 2, and so on. For example; fiscal and monetary policy changes may take many months 

to have a remarkable impact through the economy and the policy makers are concerned with 

the time frame of changes and the time of bath through effect. To take a decision, they must 

know the magnitude of policy change that will happen at the such level of time, one future 

point of time after the change, two future time of point, and so on. The simplest case of DL 

model is when we have one explanatory variable, the model as described as:

y
t
 = f (x

t
, x

t-1
, x

t-2
, ...),                                                    (2)

where x
t-1

 and x
t-2

 are refer to the values of x two periods ago (two lags), whatever the function 

would be. The assumption of DL(q) are too close to the assumption of multiple regression with 

some modification for distributed lag which concluded in the following points:

1. y
t
 = ϑ + α0+ β0xt + β1xt-1 + ... + βt-qxt-q + et

2. y and x are stationary random variables, and e
t
 is independent of current, past and future 

values of x.

3. E(e
t
) = 0.

4. Var(e
t
) = σ2

5. Cov(e
t
,e

s
) = 0; t ≠ s.

6. e
t
 ~ N(0, σ2)

If we combine the equation (1) and (2) of the two previous techniques, we will obtain a 

dynamic model with lagged dependent and explanatory variables, as following:

y
t
 = f (y

t-1
, x

t
, x

t-1
, x

t-2
). 

This model is called autoregressive distributed lag (ARDL), it is a natural expansion that 

has lags of both x and y on the right-hand side. According to economic theory, change in 

any economic variables may affect another economic variable through the time and these 

changes are not instantaneously, but also over future periods. The ARDL has been used for 

decades to study the relationship between variables using a single equation time series. It is 

a parsimonious infinite lag distributed model, the autoregressive (AR) expresses a regression 

of y
t
 on its lags, the distributed lag (DL) component reflects the lag effect of x’s. The form of 

ARDL(p,q) model is expressed as follow:

y
t
 = ϑ + α1×yt-i + ... + αp×yt-p + β0×xt+ β1×xt-1 +...+ βq×xt-q + et ,                       (3)
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where p is a number of lags of y (lag order of y) and q is a number of lags of x (lag order of 

x). We can rewrite (3) as following:

y
t
 = ϑ + Σi=1

pαi×yt-i+ Σi=0
qβi×xt-i + et

The previous model assumes that we have one explanatory variable, hence, if we have k 

explanatory variables, the general ARDL(p, q
1
, q

2
, ..., q

k
) model;

y
t
 = ϑ + Σi=1

pαi×yt-i+ Σi=0
q1βi×x1t-i + ... + Σi=0

qkyi×xkt-i + et, (4)

The ARDL model is commonly used when there is a serial correlation problem to obtain 

a transformed model with uncorrelated errors. One of the least squares’ assumption is 

cov (e
t
, e

s
) = 0, and if this assumption is violated, we conclude that the errors have a serial 

correlation. Suppose we have a dynamic model with one explanatory variable and the errors 

are serially correlated, correlation between e
t
 and e

t-1
 can be expressed as e

t
 regress on e

t-1
 as 

following: 

y
t
 = β0 + β1xt + e

t
,                                                     (5)

e
t
 = ρe

t-1
 + v

t
,                                                        (6) 

where the error of the previous model (6) is expressed in AR (1). By substituting (6) into (5): 

y
t
 = β0 + β1xt + ρe

t-1
 + v

t
,                                                (7)

From (5), 

e
t
 = y

t
 – β0 – β1xt; et-1

 = y
t-1

 – β0 – β1xt-1.                                    (8)

By substituting (8) in to (7), then we consider the model:

y
t
 = δ + δ0xt

 + ϑ1yt-1
 – ϑ1xt-1

+ ν
t
,

where δ = (1- ρ) β0, δ0 = β1, ϑ1 = ρ, δ1 = ρβ1,.

Now, we obtain the resulting model with uncorrelated errors which is ARDL (1,1). Hill et 

al. (2012) noted that the estimation method of this model is a linear least squares as long as 

the v
t
 satisfy the usual assumptions required for least squares estimation which mean that their 

mean is equal to zero and their variance is constant furthermore, they are not correlated. The 

existence of the lagged dependent variable y
t-1

 indicates that a large sample is needed to obtain 

an eligible properties of the least squares estimator, but the least squares procedure is still valid 

as long as v
t
 is uncorrelated but If this assumption is violated, the least squares estimator will 

be biased, even if the sample is larger. 

The assumption of ARDL (p, q
1
, q

2
, ..., q

k
) in (4), can be expressed as following:

1. Linear in parameter.

2. E(e
t
) = 0.

3. Var (e
t
) = σ2.

4. Cov (e
t
, e

s
) = 0; t ≠ s.

5. Cov (e
t
, x

ti
) = 0; V t, i = 1, 2, ... , k.

6. e
t
 is normally distributed.

Because the estimation is straightforward, least squares estimation is an appropriate 

estimation technique under the mentioned assumptions above, see Hill et al. (2012).

There are a lot of interests of using ARDLs; The key one is that it can be applied when the 

variables are integrated of different order (Pesaran and Pesaran, 1997) which consistence with 
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the argued of using the ARDL technique averts the problem of non-stationary time series data 

(Laurenceson and Chai, 2003). Another advantage is included in its definition that it reflects a 

dynamic effect lagged x’s and lagged y’s, by including a sufficient number of lags of y and x 

that can treat with serial correlation problem (Laurenceson and Chai, 2003). Furthermore, this 

approach is relatively more robust in small or finite samples consisting of 30 to 80 observations 

(Pattichis, 1999; Mah, 2000). While the test is based on a single ARDL equation, the number 

of estimated parameters is reduced (Pesaran and Shin, 1995). On other hand, the other 

cointegration method estimates equilibrium relationships with multi-equations frame work; 

however, the ARDLs assume just a single reduced form equation (Pesaran and Shin, 1995) 

Moreover, a dynamic error correction model (ECM) can be derived from ARDL by using a 

simple linear transformation (Banerjee et al., 1993)*. 

Following Pesaran et al. (2001) the error correction representation of the ARDL model is as 

follows:

∆y
t
 = α0 + Σi=1

pα1i×∆yt-i+ Σi=0
q1α2i×∆x1t-i + ... + Σi=0

qkα(k+1)i×∆xkt-i + β1yt-1 + β2x1t-1 + βk+1xkt-1 + εt, 

where the parameter βi (for i = 1, 2, ... , k+1) is the corresponding long-run relationship, while 

the parameter αi (for i = 1, 2, ... , k+1) is the short-run dynamic coefficient of the underlying 

ARDL model. Thus, the ARDL bounds test allow to model both I(0) and I(1) variables together. In 

bound test the null hypotheses is formed to test βi since; H
0
: β1 = β2 = ... = βk+1 = 0. Thus, the null 

hypothesis means that there is no cointegration versus the alternative of there is cointegration 

or H
1
: at least one parameter not equal to zero. F-statistics is calculated to compare with 

Pesaran et al. (2001)’s critical values, knowing that it is derived from Wald test. If calculated 

F-statistics is found below the lower critical values that mentioned before, we can’t reject the 

null hypothesis that there is not relationship between time series. If calculated F-statistics is 

between lower and higher bounds of critical values, it is violated to take a certain decision and 

referred to other cointegration tests. If calculated F-statistics is greater than the upper bound of 

critical values, we can deduce that there is relationship between time series. In other words, 

the null hypothesis is rejected.

Hill et al. (2012) mentioned that ARDL has two major usages which are forecasting and 

multiplier analysis. Both of them are useful policy tools as Forecasting the future values of 

economic variables is a key concern of policy makers and the accurate forecasts are important 

to take an accurate decision, and the multiplier analysis refers to the effect, and the time frame 

of this effect which happen on such variable by the change of one other variable. For example, 

when the central bank of Egypt controls the discount rate attempting to influence inflation and 

unemployment, and since the effects of a change in the rate are not immediate, the central 

bank would like to know the time and the magnitude of variables response.

In all of the previous models, we have to specify the lag length as a prior of estimation. 

While the theory rarely tells us information about the lag length, it should be determined 

empirically. There are several criteria available to obtain information about the appropriate 

lag length, though they do not always achieve the same result. There is no “right way” to 

identify the length of a lag, we just forced to choice after looking at the evidence from several 

* The ECM integrates the short-run dynamics with the long-run equilibrium without losing long-run information.
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methods. Having specified the model, the appropriate lag length of the ARDL model has to 

be decided. As the approach of Blanchard and Quah (1989), a large lag length can be chosen 

as a prior step and then check that the results are independent of this assumption. A large lag 

length relative to the number of observations, will lead to poor and inefficient estimates of the 

parameters "over-fitted model". On the other hand, a too short lag length, will lead to false 

significance of the parameters, because of unexplained information that captured in the error 

term "under-fitted model". Deciding the number of lags is usually determined by a statistical 

method, like the Akaike information criteria (AIC), that developed by Akaike (1973), which 

considered the way of making a balance between the two cases underfitting and overfitting. 

the AIC is not a traditional hypothesis test as its not based on acceptance or rejection of null 

hypothesis, it based on scoring system, the selection of the “best” model is determined by an 

AIC as following:

AIC = -2 log (L) + 2m,

where m is denoted as the number of parameters in the model (degrees of freedom) and   

the value of the log of the likelihood function of the estimated model. The other common lag 

selection criteria such as the Bayesian Information criterion (BIC), and Hannan Quinn criterion 

(HQ) were used as bases for selection criteria:

BIC = -2 log (L) + m log (n); HQ = -2 log (L) + 2m log (log (n)),

where n is the number of observations (sample size). 

3. Literature review

One of the most recent research using ARDL is conducted by Ghouse et al. (2018) explores an 

alternative treatment for spurious regression because of the unit root and cointegration analysis 

which are the commonly uses to treat with the spurious regression are not steady because of 

some specification as choice of the deterministic part, structural breaks, autoregressive lag 

length choice and innovation process distribution. This study mainly focused on Monte Carlo 

simulations, it found that it is the missing variable in lag values that are the main cause of 

spurious regression can be treated by the alternative way which takes us back to the missing 

variable which further leads to ARDL Model. Thus, conclusion is providing evidence, that 

ARDL can be used as an alternative tool to avoid the spurious regression problem. 

Bond (2002) focused on single equation estimation of ARDL models from panel data. The 

study used a large N (number of cross section data), and a small T (number of time periods). This 

structure is representative of micro panel data on individuals or firms, the estimation methods 

do not require the time dimension to become large in order to obtain consistent parameter 

estimates. The paper focused on single equation models with dynamics autoregressive and 

explanatory variables that are endogenous (not strictly exogenous), and on the Generalized 

Method of Moments (GMM) estimators that are widely used in this case. Using firm-level panel 

data, two examples are discussed as a simple autoregressive model for investment rates; and a 
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basic production function. The paper concludes that the GMM estimators can be used to obtain 

consistent parameter estimation a wide range of microeconomic application. However, they 

may be subject to large finite sample biases. The comparison of the consistent GMM estimator 

to simple estimator like OLS level can detecting and avoid these biases in empirical studies, see 

Abonazel (2017) for more details about the GMM estimation. 

Most of research on ARDL is application on financial and economic indicators one of research 

undertaken by Ghavam et al. (2005), to examine the long-run relationship between the inflation 

rate and its factors in Iran using ARDL approach. The results obtained mentioned that the GDP, 

the imported inflation, liquidity and the exchange rate are the most significant factors affecting 

inflation in Iran. Tian and Ma (2010) implemented the cointegration ARDL technique to investigate 

the relationship between exchange rate and the Chinese share market. The paper concluded that 

exchange rate and money supply affect stock market positively. Chaudhry et al. (2011) used 

ARDL bounds testing approach for investigating the relation between foreign exchange reserves 

and inflation rates in Pakistan, over the period from 1960 to 2007. The empirical results found 

long-run cointegrating relationship between the two series. Chou and Tseng (2011) applied the 

ARDL bounds test using the time frame from 1982 to 2010 to investigate the effect of oil price 

volatility on inflation in Taiwan. The results found a long-run relationship, and confirmed that an 

increase in the global oil prices causes inflation only in the long-run.

4. Data and Methodology

According this background and literature review, this paper’s objective is to examine the 

required conditions of ARDL application on inflation and its effective factors in Egypt and its 

interpretation. Inflation means the increase of general level of price for goods and services 

in an economy; and it is the major concern to all stakeholders. As central banks confirmed, 

the importance of inflation is premised on the distortions that high inflation can exert on 

domestic macroeconomic conditions, with the potential to derail the economy from the 

path of sustainable economic growth and development. Considering the impacts of inflation 

on the economy, there is a consensus among the world’s central banks that price stability 

should be the prime objective of monetary policy. Consequently, the maintenance of price 

stability continues to be the overriding objective of monetary policy in Egypt. Thus, a good 

understanding of the factors driving inflation is required, (central bank of Nigeria). There is 

no dearth of literature on exploring what determines inflation and on forecasting inflation,  

thus numerous empirical studies have been conducted on the determinants of inflation and 

inflationary process in many countries, both developed and developing. The simple monetarist 

model is based on the quantity theory of money. We can say that there is a positive relationship 

between changes in money supply and the inflation in the long-run; while the money supply is 

defined as the whole stock of currency and other liquid substitutes revolving in the economy in 

a specific time. It can be cash, coins, and balances in savings accounts, and other near money 
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instruments. Central bank of Nigeria presents many studies about the same context as follows; 

Durevall (1998) investigated the inflationary process in Brazil for the period 1968 to 1985. 

The author showed that an increase in money growth or oil-price inflation, increases overall 

inflation. Also, inflation increases when the rate of devaluation of the exchange rate increases, 

while it decreases when goes up. The exchange rate is the value of one nation's currency 

versus the currency of another nation or economic zone. Metin-Ozcan et al (2004) examined 

inflation in Turkey between 1988 and 2000. They found significant positive correlations 

between the prices of housing rents and the CPI, and both the US Dollar and German Mark 

exchange rates and the CPI. Cevik and Teksoz (2013), using Libyan annual data for the period 

1964 – 2010, adopted the dynamic models to investigate inflation dynamics. The result 

indicated that government spending, money supply growth, global inflation, exchange rate 

pass-through played central roles in the Libyan inflation process. Laryea and Sumaila (2001) 

found that output and monetary factors were the main determinants of inflation in Tanzania 

in the short-run, while parallel exchange rate also played a key role, in addition to output and 

monetary factors, in the long-run. They remarked that inflation in Tanzania is engineered more 

by monetary factors than by real factors judging by the magnitudes of elasticities of price with 

respect to both money and output. Moriyama (2008) studied the inflation in Sudan during the 

period 1995:Q1 to 2007:Q2, the paper studies the effect of money supply growth, real GDP 

growth, nominal exchange rate, and foreign inflation in the same period. Noted that the GDP 

is the total monetary or market value of all the finished goods and services produced within a 

country's borders in a specific time period, and the GDP is a good indicator of an economy’s 

size in a country, see Abonazel and Abd-Elftah (2019) and Abonazel and Rabie (2019). This 

paper found that the most variables that affect the inflation are the nominal exchange rate, the 

growth in money supply, and the foreign inflation which implies that some of the inflation in 

Sudan is imported. 

According to the theoretical relationship among the economic and monetary indicators, 

the data used is Egypt’s quarterly Inflation rate, real GDP, exchange rate and money supply 

collected from the Central Bank of Egypt’s Statistical Bulletin from 2005:Q1 to 2018:Q2. We 

used E-views version ten to make our empirical study.

4.1. Descriptive statistics

In Egypt after revolution the 25th of Jan 2011, the exchange rate was moved from 5.84 in Jan 

2011 to 6.02 in Jan 2012 (as shown in Figure 1), that push the black market to flourish and this 

was the peak of exchange rate market crisis in Egypt, So on the 3rd of November 2016, the CBE 

let EGP exchange rate completely to supply and demand forces. For a net importer country like 

Egypt where imports of goods and services constituted about 30% of the GDP, in real terms 

EGP devaluation had a great impact on prices due to the significant exchange rate to inflation. 

Thus, we can indicate that there is a positive relation between inflation and exchange rate, as 

increasing in Exchange rate leads the cost of goods and services to increase then the prices 

are raising up. Interest Rate has always been the most powerful tool to decline the inflation 
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across managing money supply, CBE was increasing the interest rate after floating to encourage 

people to save instead of spending to decrease money supply which subsidy the value of EGP 

so as to contain inflation, so that the relation between money supply and inflation is Positive 

inflation, as it is considered a technique to decline the inflation by decreasing money supply 

using policy rate tool. On other hand, an increase happened in output or gross domestic 

products generates an increase in domestic incomes which leads to increase in money and 

product demand, and by applying an economic theory the increase in demand causes prices 

raising, so theoretically there is positive relation between GDP and inflation. The trend and 

main descriptive statistics of our data can be shown by the following:

Table 1

Main descriptive statistics

Variable Abbreviation Mean
Standard 
deviation

Maximum Minimum

Inflation INF 11.89756 6.33432 32.15 3.157089

Exchange Rate FX 7.982743 3.991738 18.11333 5.3514

Real GDP  GDP 724728.8 109072.4 931306.6 466873.2

Money supply growth M 4.3689 3.117622 13.3297 -1.7907

 

Figure 1 Time series plots of the variables from 2005:Q1 to 2018:Q2

The descriptive statistics for the four time series (as in Table 1) show that the Egypt inflation 

rate was varied between less than 5% and 10% (except the first floatation in 2003) just before 

2016 and since then has been on the increase with about 200%. The exchange rate was 
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stable before 2011 and since then has been on the small increase with about 150%. The 

real GDP also reveals a level of seasonality with the data exhibiting a large increase and it is 

replaced by GDP seasonally adjusted using the moving average method. Also, money supply 

has an increasing growth trend across the period. So according to the previous relations we 

can modeling the inflation (INF) followed by foreign exchange rate (FX), money supply (M) and 

real GDP seasonally adjusted (GDP).

Table 2

Correlation matrix of independent variables

FX GDP M

FX 1 0.4953284 0.6919544

GDP 0.4953284 1 0.7766177

M 0.6919544 0.7766177 1

Table 2 shows that there is positive correlation between every pair of independent variables; 

moderate correlation between GDP and foreign exchange rate, approximately high between 

GDP and money supply and the same between the foreign exchange rate and money supply. 

The previous results of correlation indicate that there isn’t a multicollinearity problem across 

independent variable as all correlation coefficient less than 0.8.

4.2. Stationarity

Engle and Granger (1987) showed that cointegration analysis is not applicable in cases of 

variables that are integrated of different orders (i.e, some series is I(1) and others series is I(0)), but 

by Johansen and Juselius (1990), ARDL cointegration procedure it is applicable and although 

ARDL cointegration technique does not require pre-testing for unit roots, stationary condition 

has to be checked for all series as an initial step of model estimation to avoid ARDL model crash 

in the presence of integrated stochastic trend of I(2), A series is said to be stationary if its mean, 

variance and structure don't change over time. In terms of unit root concept, a non-stationary 

time series is a stochastic process with unit roots or structural breaks. However, unit roots are 

major sources of non-stationarity. The presence of a unit root implies that a time series under 

consideration is non-stationary while the absence of it entails that a time series is stationary. 

Testing of stationarity is pioneered by Dickey and Fuller (Dickey and Fuller 1979, Fuller 1976) 

based on the unit root in time series. A logic behind the unit root test is that if a non-stationary 

series (X) has to be differenced d times to be stationary then this series have d unit roots at its 

level and must be integrated of order d, it can be written as (X) ~ I (d). The null hypothesis (H
0
) 

of the Dickey-Fuller (DF) test is "series has a unit root" versus the alternative hypothesis (H
1
) 

which is "the series is stationary". The DF test assumes the white noise of disturbance term, so 

if there is autocorrelation in the dependent variable it leads to autocorrelation in error term 

which causes the invalidity of DF test. In 1981, Dickey and Fuller had developed the DF test to 

augmented Dickey–Fuller test (ADF) by taking p lag values into consideration. The same null 

hypothesis and critical values table are used as DF test. 
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Table 3

Augmented Dickey–Fuller Test Results 

Series Integrated Order

INF I (1)

GDP I (0)

M I (0)

FX I (1)

Table 3 indicates that the ADF test confirmed that the included variables are stationary at I 

(0) (stationary at their level) and I (1) (integrated of order 1).

5. Estimation and specification

According to Pesaran et al. (2001), the error correction representation of the ARDL model is:

∆INFt = α0 + Σi=1
pα1i ∆INFt-i + Σi=1

q1α2i ∆FXt-i + Σi=0
q2α3i ∆Mt-i + Σi=0

q3α4i ∆GDPt-i + β1INFt-1 +   
+ β2FXt-1  + β3Mt-1 + β4GDPt-1 + εt

The null hypothesis of no cointegration is that H
0
: β1 = ... = β4 = 0, and the alternative 

hypothesis that cointegration exists is: H
1
: at least one parameter not equal to zero, it’s 

performed by Wald test using F-test. The null hypothesis can be rejected, when the value of 

F-statistic is greater than the upper bound critical value. Since there is a long-run relationship 

is exist, then the conditional autoregressive distributed lag model will be conducted that can 

be used to estimate the long-run coefficient:

∆INFt = α0 + Σi=1
pαi INFt-i + Σi=1

q1βi FXt-i + Σi=0
q2θi Mt-i + Σi=0

q3γi GDPt-i + ut                  (9)

The long run equation is:

INFt = α0 + β1 FXt + b2Mt + b3GDPt + ut                                 (10)

All variables defined in above and the lag lengths p and q are selected using AIC or SIC. The 

long-run parameters in (10) can easily be obtained from the OLS estimates of (9), thus:

a
0
 = α0 / (1 – Σi=1

pαl); b1
 = Σi=0

q1βi / (1 – Σi=1
pαl); 

b
2
 = Σi=0

q2θi / (1 – Σi=1
pαl); b3

 = Σi=0
q3γi / (1 – Σi=1

pαl).
The second step in the second stage of the bounds testing ARDL approach involves estimating 

a conditional ECM. “A principle feature of cointegrated variables is that their time paths are 

influenced by the extent of any deviation from long-run equilibrium. After all, if the system 

is to return to long-run equilibrium, the movements of at least some of the variables must 

respond to the magnitude of disequilibrium” (Enders, 2004). The following equation specifies 

the conditional ECM:

∆INF
t
= α

0
+Σi=1

pα1i ∆INFt-1 + Σi=0
q1α2i ∆FXt-1 + Σi=0

q2α3i ∆Mt-1 + Σi=0
q3α4i ∆GDPt-1 + υECT + εt, 

where ECT is known as error correction term which indicate that the speed of adjustment 

parameter, the ECT shows how much of the disequilibrium is being corrected, that is, the 

extent to which any disequilibrium in the previous period is being adjusted in current point.



ISSN 2686-9012 (Online)

statecounsellor.wordpress.comECONOMIC CONSULTANT. 2020. 31 (3) 35

6. The Empirical Results 

The estimating ARDL model with automatic lag selection using E-views version ten is ARDL 

(2,2,1,0) model, it was selected depending on the least AIC, as shown in figure 2.

 

Figure 2 Model Selection Summary Graph

Table 4 shows that there are significant effects of the lags of some of the macroeconomic 

variables on Inflation. We have a highly significant effect of the first and second lag of 

foreign exchange rate, first lag of money supply growth have a significant effect at 10% level 

of confidence and also the first and second lags of inflation have a significant effect on the 

inflation rate and there is no lag of GDP is chosen for describe on inflation, in addition to 

the insignificance of GDP which consistence with the result of some neighbors countries like 

Sudan (see Moriyama, 2008).

Table 4

The results of ARDL (2,2,1,0) model 
Variable Coefficient Standard Error T-Test Significant

INF (-1) 1.0871 0.1099 9.8914 ***

INF (-2) -0.3402 0.1246 -2.7308 **

FX (-1) 2.3680 0.9159 2.5856 **

FX (-2) -2.2376 0.6225 -3.5945 ***

M (-1) 0.1901 0.1119 1.7000 *

GDP -2.3E-06 5.1E-06 -0.4579 Not sig.

C 2.2632 3.2352 0.6996 Not sig.

R2 = 0.857 AIC = 4.745 SC = 5.082 HQC = 4.874

Note: *** significant at 0.01, ** significant at 0.05, * significant at 0.1
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6.1. Bound Test

As mentioned before the bound test is the test to determine if there is a long-run relationship 

as a null hypothesis says that; there is no long-run relationship, according to the value of 

F-statistics, first case; if this value lower than I(0) we don’t reject the null hypothesis and 

there is no long rum relationship, second one; if this value greater than I(1) we reject the null 

hypothesis and we can indicate that there is long relationship, the last case; if this value lies 

between two bounds we cannot judge. Here, we are in second case as the value of F-statistic 

greater that upper bound which include that there is a long-run relationship at all level of 

significance 1%, 5%, and 10%. 

Table 5

F-Bounds Test

Test Statistic Value Significant level I(0) I(1)

Asymptotic: n=1000

F-statistic  6.725238 10% 2.72 3.77

K 3 5% 3.23 4.35

2.5% 3.69 4.89

1% 4.29 5.61

Actual Sample Size 52 Finite Sample: n=55

10% 2.843 3.92

5% 3.408 4.623

1% 4.828 6.195

Finite Sample: n=50

10% 2.873 3.973

5% 3.5 4.7

1% 4.865 6.36

Null Hypothesis: No levels relationship

6.2. Error Correction Model

Because there is cointegration, the error correction model is specified as follows:

Table 6

Error Correction Model Estimation

Variable Coefficient Std. Error t-Statistic Significant

C 2.2632 0.5879 3.8498 ***

D (INF(-1)) 0.3402 0.1004 3.3892 **

D (FX) -0.0380 0.5153 -0.0738 Not sig

D (FX(-1)) 2.2375 0.5181 4.3191 ***

D (M) 0.1325 0.0783 1.6937 **

ECT -0.2531 0.0472 -5.3645 ***

R2 = 0.533117 AIC = 4.629173 SC = 4.854317 HQC = 4.715488

Note: *** significant at 0.01, ** significant at 0.05, * significant at 0.1



ISSN 2686-9012 (Online)

statecounsellor.wordpress.comECONOMIC CONSULTANT. 2020. 31 (3) 37

The ECT shows how much of the disequilibrium is being corrected, that is, the extent to 

which any disequilibrium in the previous period is being adjusted in current point. A positive 

coefficient indicates a divergence, while a negative coefficient indicates convergence. If 

the estimate of ECT = 1, then 100% of the adjustment takes place within the period, or the 

adjustment is instantaneous and full, if the estimate of ECT = 0.5, then 50% of the adjustment 

takes place each period/year. ECT = 0, shows that there is no adjustment, and to claim that 

there is a long-run relationship does not make sense any. In our case the ECT is negative 

sign and highly significant which indicate convergence and we can conclude that 25% of 

adjustment from short run to long-run is take place each quarter, i.e, adjustment is taken place 

after 1 year (four quarters).

7. Diagnostics tests

7.1. Checking stability

A further step of estimating model is checking this model adequacy before making a 

forecast, these checking steps divided to checking model stability and diagnostic of residuals 

performance.

 

Figure 3 CUSUM Stability test of ARDL (2,2,1,0) model

For checking the stability and the accuracy of the estimated model CUSUM is used. Figure 

3 confirms that the estimated model satisfies the stability condition as there is no root lying 

outside the significance level.
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7.2. Checking serial correlation and Heteroscedasticity

As widely used for checking serial correlation of the residuals, the LM test is used and it is 

confirmed that there is no longer serial correlation between residuals. As shown in Table 7; the 

null hypothesis that there is no serial correlation is not rejected at level 0.05 which mean that 

there is no evidence for serial correlation in the residuals term of the estimated model. Also, 

Table 7 shows that there is no heteroscedasticity (or the variance is constant) in the residuals, 

since we don’t reject the null hypothesis of no heteroscedasticity at level 0.05.

Table 7

Serial Correlation and Heteroskedasticity tests

Test Chi-squared value P-value

Lagrange Multiplier (LM) for Serial Correlation 2.891407 0.2356

Breusch-Pagan-Godfrey for Heteroskedasticity 9.939242 0.2693

7.3. Checking Normality

 

Figure 4 Normality Diagram and Jarque-Bera test

The Jarque-Bera (JB) test is used for checking normality of the residuals, the null hypothesis 

of JB test is the residuals are normally distributed, the probability (p-value) highly recommends 

the normality of residuals as we can’t reject the null hypothesis event at the very high level of 

significance.

8. Conclusion

This study aimed to present one of the most effective dynamic models and recent as 

well, auto-regressive distributed lag, by applying it on the inflation rate in Egypt. The model 

overcomes the problem of mixed stationary and non-stationary series as it can treat with series 
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which integrated from different orders, also it overcomes the serial correlation that happened 

in least square regression method. The inflation has a long-run equilibrium relationship with its 

determinants (foreign exchange rate, money supply and real GDP) and the best ARDL model 

describe this relation is ARDL (2,2,1,0). The current foreign exchange rate would still affect the 

rate of inflation in the next two quarters, the current money supply growth would affect the 

Inflation rate for the coming quarter and the current inflation rate would still have an influence 

on the inflation rate in the next two rates. According to our data, real GDP has no significant 

effect on inflation consistently with Sudan mentioned case. We also conclude that 25% of 

adjustment from short run to long-run is taken place each quarter.
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In the context of limited resources of customs authorities and 
international trade growth, the compliance with customs legislation 
by participants in foreign economic activity, the quality improvement 
of customs service provision, the provision of completeness of the 
income flow to the federal budget, along with the reduction of time 
required for the completion of customs formalities, are important 
tasks. In order to solve these problems, the customs authorities use a 
risk management system.

The purpose of the article is to confirm the importance of the risk 
management system for the quality improvement of customs service 
provision.

The methods of system analysis, questionnaires, as well as the 
project method, the method of correlation-regression analysis, the 
statistical-probabilistic method, modeling, and the process approach 
were used herein in order to develop directions for improving 
the risk management system, substantiate the proposals and 
recommendations.

The results of the study using the method of correlation-regression 
analysis made it possible to identify the relationship between 
improving the risk management system and improving the quality 
of providing the customs service "customs declaring procedure". A 
direct strong relationship between the quality of customs services and 
the number of automatically issued electronic declarations filed by 
low-risk foreign trade operators, as well as a direct strong relationship 
between the quality of customs services and the number of automatic 
risk profiles, was established based on the R-squared value "1.00". 
The R-squared values "0.90" and "0.99" confirm the existence of a 
direct relationship between the time limit for customs operations 
when goods are placed under the customs procedure for export and 
import, respectively, and the quality of customs service provision. 
The results of the revealed dependence serve as a starting point 
for the development of practical recommendations for the quality 
improvement of the formation and application of risk profiles in the 
field of customs value control, as well as the improvement of the 
procedure of formation and application of risk profiles in the field of 
export control, and the development of a methodology for assessing 
the effectiveness of the risk management system.
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Introduction

Currently, the risk management system (RMS) is applied in the customs authorities of the 

Russian Federation at all the main stages of customs control: upon arrival, customs transit, 

declaration, etc. All control activities of the customs authorities: the control over compliance 

with prohibitions and restrictions; the correctness of the classification by the commodity 

nomenclature of the foreign economic activity of the Eurasian Economic Union; the compliance 

with intellectual property rights; the control of the country of origin and the legality of tariff 

preferences application, etc. are based on the RMS.

The RMS is a set of interconnected bodies and management tools that provide analysis, 

identification, assessment, and minimization of risks during customs control [1]. According 

to the practice of customs authorities, the RMS is a source of further development of the 

technology for the automatic issuance of a declaration for goods, a tool for minimizing the 

information costs for service consumers and increasing the effectiveness of the implementation 

of forms of customs control.

The development of the RMS potential leads to an improvement in the customs declaration 

quality by minimizing the information costs and is currently relevant. Previously, risk 

management occupied only the fifth place in terms of the importance of areas for customs 

service improvement trailing the regulatory and information technology support of the customs 

authorities, analysis of foreign economic activity, partnership relations between the customs 

authorities and business [2].

As a result of the application of the RMS by the customs authorities in 2019, additional 32.1 

billion rubles were collected, 48,246 cases of administrative violation and 543 criminal cases 

were initiated, 29,084 adverse decisions on the release of goods and 17,668 decisions on the 

prohibition against the import/export of goods were made [3]. 

The importance of research on the RMS in the customs service provision is supported by 

the availability of publications in this area. Various quality aspects of the customs service 

provision in conjunction with the RMS presented in the studies by Makrusev [2], Anisimov 

[18], Popov [13], Meshechkina [6], Agamagomedova [19], and Saurenko [1] develop the ideas 

about customs risk and the functioning of the RMS.

The abovementioned scientists have made a significant contribution to the development 

of theoretical provisions on the role of the RMS in the process of customs service provision. 

However, inadequate attention has been paid to the potential of the RMS in terms of the 

reduction of the time for completion of customs formalities and a decrease in the non-

production costs of foreign economic activity participants – quality assessment of the RMS on 

the part of foreign economic activity participants.

The objective of this article is to assess the significance of the RMS in order to improve the 

"customs declaration" service both for the state and for the participants in foreign economic 

activity.
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Materials and methods

The methodology of this study involves the determination of the relationship between the 

factors characterizing risk management activities and the factors characterizing the work of the 

Federal Customs Service of Russia as a whole.

The methodological basis of the study involves the correlation and regression analysis carried 

out using the Microsoft Excel spreadsheet editor. The construction of a correlation matrix 

between dependent and independent values is the basic method for assessing the relationship 

between the phenomena under study.

Regression analysis and correlation analysis are statistical research methods that establish 

the dependence of a particular parameter on one or more independent variables. The purpose 

of the regression analysis is to determine the degree of the determinism of the variation of the 

dependent variable by the independent variables.

The main task of correlation analysis in this study is to determine the factorial and effective 

attributes of the problem under study.

Information on the results of the functioning of the RMS is represented as independent 

variables, while the information on the satisfaction of the participants in foreign economic 

activity, the reduction of the time for completion of customs formalities during the release of 

goods, as well as the flow of income administered by the customs authorities to the federal 

budget, are dependent variables.

The initial data for the correlation and regression analysis were the reports on the customs 

statistics of the Federal Customs Service of Russia published on the official website, including 

information on the implementation of control activities and the RMS.

Results

The factors affecting the quality of customs service provision from the point of view of its 

consumers, namely: the participants in foreign economic activity (Y1) and the state (Y2), are 

divided into 2 groups in connection with the establishment of different degrees of influence 

based on the analysis results. The results of the analysis of the first group of factors (Table 1) 

showed the following:

Table 1

Dynamics of the factors that have a significant impact on the quality of customs services 

(1st group of factors) [4].
Period Y1 Y2 X1 X2 X3 X4 X5 X6

2018 85.00 102.12 46.90 26.60 43.70 82.30 0.41 1.21

2017 83.00 102.80 28.20 7.30 42.50 80.30 0.76 1.51

2016 82.00 101.10 - - - - 0.79 1.61

2015 81.00 101.10 - - - - 0.85 1.73
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Note
Y1 – the share of foreign economic activity participants who satisfactorily assess the quality of public service 
provision by the customs authorities of Russia in the total number of the surveyed foreign economic activity 
participants (%);
Y2 – the completion of the forecasted target on revenues administered by the customs authorities to the 
federal budget (%);
X1 – the share of automatically issued electronic declarations filed by low-risk foreign trade participants for 
exported goods (%);
X2 – the share of automatically issued electronic declarations filed by low-risk foreign trade participants for 
imported goods (%);
X3 – the share of consignments with effective risk minimization measures applied during the customs 
declaration of goods, of the total number of consignments in relation to which risk minimization measures 
were applied (%);
X4 – the share of automatic risk profiles in the total number of active risk profiles (%);
X5 – the time limit for completion of customs formalities when placing goods under the customs export 
procedure for goods that are not identified as risky supplies requiring additional verification (hours);
X6 – the time limit for completion of customs formalities when placing goods under the customs import 
procedure for goods that are not identified as risky supplies requiring additional verification (hours).

Based on the results of the analysis, a direct strong relationship was revealed between 

the number of foreign economic activity participants who satisfactorily assess the quality of 

public service provision by the customs authorities of Russia in the total number of interviewed 

participants and:

•	 the time limit for completion of customs formalities when placing goods under the 

customs export procedure for goods that are not identified as risky supplies requiring 

additional verification by 90% (Figure 1);

•	 the time limit for completion of customs formalities when placing goods under the 

customs import procedure for goods that are not identified as risky supplies requiring 

additional verification by 99%;

•	 the share of automatically issued electronic declarations filed by low-risk foreign 

economic activity participants for exported and imported goods by 100%;

•	 the share of automatic risk profiles in the total number of active risk profiles by 100%.

Figure 1 Correlation of the number of foreign economic activity participants who 

satisfactorily assess the quality of customs services and the time of issue of the export 

declarations for goods

Regression statistics

Multiple R 0.951043691

R-squared 0.904484102

Normalized R-squared 0.856726153

Standard error 0.646437974

Observations 4
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For the purposes of the facilitation of the foreign economic activity, the customs authorities 

have developed a Comprehensive Program for the Development of the Federal Customs Service 

until 2020, the implementation of which is based on the maximum automation of the customs 

formalities [5]. The program provides for acceleration of the completion of customs formalities 

by reducing the number of documents, introducing automatic registration of declarations for 

goods in the form of an electronic document.

The foreseen problem solving contributes to the provision of favorable conditions for 

participants in foreign trade, which is confirmed by the results of the study by the World Bank, 

according to which Russia ranked 31st among 190 countries participating in the study in terms 

of Ease of Doing Business [6].

The priority of electronic declaration of goods and interaction of state bodies with participants 

in foreign economic activity, provided for in the EAEU Customs Code, is aimed at simplifying 

customs formalities and accelerating their implementation, which ultimately should contribute 

to the development of foreign economic activity [7].

The potential advantage of the RMS involves the possibility of development in the system 

of artificial intelligence, capable of transforming the data set from known and unknown risk 

factors to ensure accurate identification of the risks [8].

The RMS is characterized by its adaptability and ability to innovate. The RMS is the basis 

for the development of technology for automatic issuance and automatic registration of 

declarations for goods [9]. Automatic decision making significantly reduces the burden on 

customs officials, allowing them to focus their efforts on the riskiest deliveries [10].

Automatic release is used only for faithful foreign economic activity participants, low-risk 

companies from the so-called "green sector" [11].

The results of the dependence of the factors of the first group indicated the ability of the 

RMS to affect positively the further development of the technology for the automatic issuance 

of the declarations for goods, which is a source of improvement of the efficiency of customs 

operations, as one of the quality criteria for the customs service provision.

The results of the analysis also confirmed the presence of a direct relationship between 

the number of effective risk profiles and the level of federal budget revenues from customs 

payments, which indicated the potential of the RMS in terms of quality improvement of the 

performance of customs services. In accordance with the result obtained, the relationship 

between the completion of the forecasted task on incomes to the federal budget administered 

by the customs authorities and the share of consignments with effective measures to 

minimize risks applied during the customs declaration of goods on the total number of 

consignments in respect of which the measures on risks minimization were applied was 

equal to 100%.

The timeliness and completeness of the administration of customs revenues are of great 

importance in the construction of an effective system for ensuring the economic security of 

the Russian Federation. The revenues administered by the customs authorities are among the 

sources of replenishing the federal budget [12].
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The factors, influencing the value of federal budget revenues from customs payments, were 

also studied by Popov using the correlation-regression analysis. The researcher established the 

relationship between the amounts of customs payments and the number of customs officials, 

the structure of exports and imports [13].

For a more detailed study of the relationship between the individual elements of the RMS 

and the quality of customs services, the information on the influencing factors of the second 

group was analyzed (Table 2).

Table 2

Dynamics of factors affecting the quality of customs services (2nd group of factors) [14].

Period Y1 Y2 X1 X2 X3

Q3 2019 49.00 71.65 2728 49.36 54.20

Q2 2019 46.00 45.84 2200 48.90 53.50

Q1 2019 39.00 21.99 2262 46.50 52.70

Q4 2018 43.00 102.10 2610 51.90 51.40

Q3 2018 43.00 78.80 2381 85.30 52.00

Q2 2018 41.00 54.60 2582 85.80 53.90

Q1 2018 36.00 24.80 549 85.40 55.80

Note
Y1 – Reduction of the time required for completion of customs formalities when releasing goods placed under 
the customs procedure for export, not subject to additional types of state control and which are not identified 
as risky supplies requiring additional verification (hours);
Y2 – The level of completion of the projected target on incomes to the federal budget administered by the 
customs authorities (%);
X1 – The number of risk profiles developed in the following areas: control over the correctness of 
classification of goods, control over the correctness of determination of the country of origin of goods; control 
over the provision of tariff preferences (pcs.);
X2 – The share of consignments, in respect of which, during customs control using the risk management 
system during their customs declaration, violations of customs legislation were detected, of the total number 
of consignments in respect of which customs control was carried out using the risk management system 
during their customs declaration (%);
X3 – The share of consignments subjected to customs inspection, as a result of which violations of customs 
legislation were revealed or as a result of which the release of goods was refused, in the total volume of 
inspected consignments of goods (in percentage) (%).

The analysis of the second group of factors was also carried out in order to establish the 

factors influencing the quality of customs service provision with regard to the state and foreign 

economic activity participants.

The results of this analysis showed a moderate dependence of 50% between the reduction 

in the time of completion of the customs formalities when releasing the goods placed under 

the export customs procedure and the number of developed risk profiles in the following 

areas: control over the correctness of goods classification, control over the correctness of 

determination of the goods country of origin, control over the provision of tariff preferences.

In other cases, a weak relationship was found between the factors. For example, the 

relationship between the level of completion of the predicted task for the revenues administered 
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by the customs authorities to the federal budget and the number of developed risk profiles 

in the following areas: control over the correctness of goods classification, control over the 

correctness of determining the goods country of origin, control over the provision of tariff 

preferences, is equal to 37%, while the relationship between the share of consignments for 

which customs control was carried out using the RMS for their customs declaration and the 

number of developed risk profiles in the following areas: control over the correctness of goods 

classification, control of the correctness of determining the goods country of origin, control 

over the provision of tariff preferences is equal to 18%.

The authors believe that the establishment of a weak relationship between the influencing 

factors of the second group is due to the lack of information necessary for a detailed analysis.

The comprehensive analysis is hampered by the lack of similar information on "value" risk 

profiles, the speed of customs operations within the framework of the customs procedure 

for release for domestic consumption, and the time for making decisions on measures to 

minimize the risk profile, other than customs inspection. The lack of full information about 

these factors confirms the need to develop a methodology for assessing the effectiveness of 

the RMS based on the assessment of the RMS for each quality criterion for customs service 

provision.

Discussion

The results of the correlation and regression analysis made it possible to identify the 

elements of the RMS, the development of which is aimed at quality improvement of customs 

service provision for all consumers of customs services (Figure 2). The elements of the RMS 

that increase the quality of the customs declaring procedure are: automatic risk profiles, 

flexible indicators of risk profiles in the direction of customs value control, interdepartmental 

risk profiles, analytical work performance, comprehensive assessment of the RMS, shifting the 

focus of the customs control to the post-release stage, risk categorization.

The identification of automatic risk profiles with mandatory minimization measures 

makes it possible to neutralize the time costs for decision making on the application or non-

application of one or another form of customs control and measures that ensure customs 

control, since it is a clear algorithm for any official involved in the release of goods. As 

a result, the terms for the release of goods are reduced due to the absence of the need to 

spend time interpreting the description of the measures and holding consultations with the 

structural units of the customs authority.

The identification of risk profiles in the field of customs value control with a flexible indicator 

leads to a similar effect of time saving for the release of goods. The flexible indicator of the 

level of customs value eliminates the time costs associated with the calculation of the amount 

of security for the payment of customs duties and taxes, as well as the formation of a request for 

submission of additional documents in cases where the value of the declared customs value is 
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not subject to adjustment, when the time spent on additional verification terminates with the 

acceptance of the customs value.

The use of interdepartmental risk profiles increases the efficiency and promptitude of the 

customs declaring procedure, as it eliminates the need to interpret the description for measures 

to minimize the risk profile and consult with the structural units of the customs authorities 

when special knowledge or additional information about a permit document is required. The 

organization of interaction between the customs authorities and government authorities, the 

functions of which include the conduct of export control, would make it possible to clearly 

distinguish between risky and non-risky supplies [15].

The mainstreaming of the analytical work on the collection and analysis of the information 

necessary to develop a risk profile leads to an improvement in the quality of the formation of a 

risk profile in terms of identifying a risk profile exclusively in relation to a risky delivery, which 

is also aimed at the compliance of customs declaration with quality criteria.

The development of a system of indicators for RMS quality assessment, grouped according 

to the quality criteria for customs service provision, will make it possible to improve the 

risk management process through feedback channels. To date, there is no such system of 

indicators in relation to the quality of customs service provision in general. The presence of 

actually one indicator for the quality assessment of customs services, "the share of foreign 

economic activity participants satisfactorily evaluating the services", in such a generalized 

form is clearly insufficient to form an idea of the level of individual services provided, the 

problems of their provision and obtaining the information to justify the managerial decisions. 

These goals require a system of assessment indicators with respect to the interests of various 

stakeholders that contributes to the formation of directions for improvement of customs 

services management [16].

The formation of risk profiles with a mandatory measure to minimize the risk of "post-

release control" implies a shift in the emphasis of customs control to the stage after the release 

of goods. This element of the RMS makes it possible to increase the efficiency and efficiency of 

customs declaration in cases when it is impossible to create an effective risk profile based on 

the results of the analytical work done and it is impossible to make a final decision within the 

risk profile that minimizes the risk of violation of the law.

 The RMS includes the risk categorization of foreign economic activity participants – the 

distribution of foreign economic activity participants into groups depending on the assessment 

of the likelihood of a violation of the law by a specific person (low, medium, and high risk 

levels), obtained by analyzing information about foreign economic activity participants and 

the results of customs operations with goods transported by them [17]. Risk categorization 

is aimed at increasing the efficiency of the customs declaring procedure by not applying the 

forms of customs control, or measures to ensure customs control of consignments declared by 

the participants in foreign economic activity of a low level of risk.

Further development of the above elements of the RMS will lead to an increase in the 

efficiency and promptitude of the customs service provision.
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Figure 2 Significance of the risk management system for the quality improvement of the 

customs service "Customs declaring procedure"

The current practice of using the RMS shows that the system of risk profiles is the weak link [18].

The main condition for customs control automation is the possibility of formalizing the 

grounds for customs formalities and the introduction of the appropriate parameters into the 

software [19].

The paramount tasks of the Federal Customs Service are to improve the customs declaring 

procedures aimed at creating favorable conditions for the acceleration of goods turnover 

across the border of the Eurasian Economic Union, reduce the time of customs declaring, and 

increase the efficiency of customs control. The achievement of these tasks is facilitated by the 

introduction and functioning of the RMS [20].

Conclusion

Thus, the conducted research confirms the importance of the RMS in the provision of 

customs services, especially the "customs declaring procedure" service. The potential of the 

RMS should be developed in the field of increasing the RMS automation, the development of 

exclusively automatic risk profiles with flexible indicators, the identification of which means a 
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direct instruction to a specific action for the official who identified it, bypassing the information 

costs of searching and analyzing the information necessary for decision making. "Maximum 

results at minimum costs" is the task of further improvement of the RMS aimed at quality 

improvement of customs services.
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Economic crimes in Libya have become a source of concern for all 
honorable Libyans who aspire to build their desired state. Economic 
crime was and remains the foremost enemy of economic development in 
this afflicted country. And as a first step to learn how to combat this bad 
phenomenon, this study identified methods of illegal gain before and after 
the February 17, 2011 revolution in Libya, with reference to the role of the 
political system in the growth of this phenomenon. In Libya, for the non-
political and non-leadership figures, in the absence of the institutions of 
the modern state, with a noticeable weakness in regulatory regimes and 
security bodies, once the illegal money is acquired (illegally acquired funds) 
without the presence of criminal evidence can be used to convict or accuse 
someone, whereupon, the money will be clean and washed, no need for 
the process of washing. This situation is continued until after the revolution 
of February 17, 2011. Dictatorial Political system in Libya was one of the 
difficulties that prevented the process of money laundering fighting and the 
illegal gain. Dictatorial Political system in Libya was turning a blind eye to 
criminal activities associated with the illegal gain and money laundering 
which was executed by Members of the Revolutionary Committees and the 
Revolutionary Guards in return for (in exchange for) providing the protection 
to this system in order to stay in power as long as possible. The spread of 
poverty among the sons of Libyan people contributed to the growing of 
the illegal gain phenomenon and money laundering. The lack of effective 
oversight bodies and security agencies has also contributed to the growth of 
all negative phenomena within Libyan society. When the Libyan revolution 
occurred in 2011 and in the shadow of overwhelming chaos – it is still 
going on, many criminals and prisoners "who emerged from prisons during 
that period" made huge fortunes in illegal ways. These people will become 
businessmen in the future. What is expected of this group of people will be 
disastrous. The expected thing about this group of criminals is that they will 
not be lambs, they will be predatory wolves. Based on this expectation, the 
level of economic crimes and corruption in the Libyan state will increase 
in the future. There are some difficulties that will face the new Libyan 
government to fight of money laundering phenomenon and the illegal gain. 
The new Libyan government will face many challenges when it begins to 
combat economic crime phenomenon, that challenges are the spread of 
weapons and the vast geographical boundaries. Proliferation of arms in the 
hands of the people is the most important challenge that will hinder the 
process of combating money laundering and illegal earning activities. The 
lack of possibilities to guard the geographical boundaries of Libya to prevent 
illegal immigration and smuggling of goods, fuel and drugs. It is also another 
challenge. As a radical solution to this negative phenomenon, this study 
suggested the optimal methods to combat the phenomenon of illegal earning 
and money laundering in Libya. 
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The new idea in this study

The requirements for the continuation of a dictatorial political rule

In the world of politics, a dictatorial regime can remain in power as long as possible if that 

regime adheres to the necessary survival requirements. It is these requirements that Qaddafi 

was committed to in order to remain for more than 42 years a ruler of Libya. From the historical 

reality of the era of Gaddafi rule, this study concluded the following truth: There are four main 

requirements that contribute to the survival of any illegitimate "dictatorial" political system 

in government "as a ruling authority" as long as possible, those requirements are: Complete 

domination over the state’s wealth "the impoverishment of the people to make their thinking 

not exceed their daily food"; Tightening the security grip managed by the regime's supporters; 

Turning a blind eye to the crimes committed by the supporters of this regime, including 

economic crimes, as an incentive and a legitimate right for them in exchange for protecting 

that system; Weakening the role of anti-economic crime bodies "anti-corruption organizations 

and other illegal earning crimes". It is these requirements that contributed to Gaddafi remaining 

for more than 42 years as president of Libya.

Predicting the future of corruption in Libya

The Illegal "dictatorial" political systems often need protection from their supporters to stay 

as a ruling authority in the state for the longest possible period, and the price that should 

be offered by those illegal political regimes is to turn a blind eye to the economic crimes 

committed by their supporters. The illegal political system often contributes to spreading 

poverty within society so that it can be easily controlled. In such societies, economic crimes 

spreads at a higher rate than democratic societies. This is what happened in Libya and is 

still happening. After the revolution of February 17, 2011 in Libya, and in the absence of 

state institutions, the rate of economic crimes rose dramatically. As well as, from 2011 to 

2020, criminals managed to accumulate vast fortunes from illegal actions. This may indicate a 

possible increase in the level of corruption in Libya in the future, due to the possible emergence 

of the corrupt businessmen group. Those criminals are likely to be businessmen in Libya in the 

future. Accordingly, the researcher expects to increase the rate of economic crime in Libya. 

Illegal money owned by criminals, the result will be a rise in the rate of economic crimes in 

Libya. To counter this danger, as a radical solution, this study suggested the optimal methods 

to combat the phenomenon of illegal earning and money laundering in Libya. 

INTRODUCTION

The annual reports issued by Transparency International show that the phenomenon of 

financial and administrative corruption in Libya is taking a dangerous escalation, until the 
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country has become within the constellation of countries that have been destroyed by this 

phenomenon in light of the state of security chaos and the absence of a central authority that 

imposes control over the management of public money and the wealth of the country in an 

efficient manner that guarantees its protection from theft, embezzlement and waste. The period 

of the Gaddafi regime's rule was not without the excesses of those with military, political and 

administrative influence, as in 2010 Libya ranked 146th out of 180 countries in the corruption 

index according to the report of Transparency International, but these abuses were neither 

systematic nor structural under the institutions of a stable state. They were reflecting some kind 

of exploitation by some officials of their power and influence, but after the fall of the regime 

the phenomenon of corruption exploded just as the political and security conditions also 

worsened, turning economic crime into a systematic and structural phenomenon that plagues 

various sectors and institutions so that Libya ranks 171st globally in the corruption indicators 

in 2018 according to the report of the same organization. Reading the results of Transparency 

International's reports on corruption in Libya seems to be of great importance, which helps to 

understand the developments that the phenomenon has witnessed during the past eight years. 

It is a phenomenon that is greatly exacerbated in the countries of the so-called Arab Spring, 

including Tunisia, which ranks 74th in the world. The general and escalating pattern that the 

phenomenon of corruption in Libya has taken not only indicates the extent of its exacerbation, 

but also indicates its coincidence with the disintegration of state institutions and regulatory 

agencies and even the disintegration of the national political culture system that is victorious 

to protect public money from any form of abuse or tampering with it. During the year 2010, 

Libya maintained the 146th rank in the perceptions of financial and administrative corruption 

before the armed groups shared the country's geopolitical map, but with the spread of the 

state of arms chaos, it fell to the 168th place and then climbed to the 172nd place in 2013, 

and during the years 2014 and 2015 the rank ranged between 166 and 161 And, since 2016, 

Libya seemed to be plunged into a quagmire of corruption, as the corruption index rose from 

170th to 172nd in 2017, reaching its peak in 2018, as Libya ranks 171st and is classified by 

Transparency International as one of the countries destroyed by corruption. The revolutionaries 

have taken advantage of public money and Libyan wealth since 2011 to provide as much 

weapons as possible, buy people off with money, and bullying with money in order to extend 

their influence and control even though even though they were proclaiming that they were 

missionaries for new clean, transparent and democratic Libya, and the situation is that they 

have practically thrown it into various forms of financial and administrative corruption, in a 

state of underestimation that does not stop tampering with the livelihood and sustenance of 

Libyans [24]. 

Financial corruption is one of the types of illegal earning. Financial corruption is related 

to illegal behavior in government institutions "public sector institutions". It means exploiting 

the public office to achieve personal economic gains that are not permitted by law. Illegal 

earning and money laundering are economic crimes. Illicit gain "Illegal earning" includes all 

activities through which money and economic benefits can be unlawfully acquired. While 
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money laundering aims to hide the illegal source of dirty money production, mislead the 

state’s security and regulatory bodies and make dirty money as if it is legitimate money. 

"Illegal earning" or economic crime in general "threatens the integrity of markets, weakens fair 

competition", it does not achieve social justice among the people with regard to the equitable 

distribution of economic resources, "damage public trust; undermine the rule of law and also 

its impact on the development of the economy as a whole" [16; 22; 29]. 

The Libyan state suffers from the phenomenon of illegal earning, "economic crime" for 

many years. This phenomenon contributed directly to obstructing real economic development 

and the spread of many social diseases within Libyan society. Several factors contributed to the 

spread of this phenomenon, but the political system "during Gaddafi’s rule" contributed directly 

to the spread of this phenomenon over the entire Libyan soil. This phenomenon increased 

sharply after the end of Gaddafi's rule, due to the lack of effective institutions "regulatory 

bodies and security agencies" within the Libyan state that could contribute to fighting this 

bad phenomenon radically. In this study, the researcher will present a statement about this 

phenomenon before and after the February 17, 2011 revolution, in addition to proposing a 

package of solutions and proposals to combat it. 

LITERATURE REVIEW

The frightening increase in indicators of economic crimes and the growing phenomenon of 

corruption in the Libyan state indicates an unprecedented catastrophic situation in the Libyan 

state. This tragic situation is no longer a secret, everyone knows this fact, whether inside or 

outside Libya. Most of the local and international media, reports of the United Nations and 

organizations concerned with economic crimes and corruption have expressed their concern 

about the disastrous situations related to the growing phenomenon of economic crimes in 

Libya "high indicators of economic crime in Libya", in the years following the February 2011 

revolution. In the modern era, Libya has come to be referred to as a failed state despite its 

enormous economic potential. This bad phenomenon that swept Libya needs a radical and 

scientific treatment. To achieve this, it is necessary to diagnose" understand" this phenomenon, 

track its historical growth in Libya, and determine its causes, motives, and ways to combat it. 

Anyone who follows the history of economic crime in Libya – during the twentieth century and 

the beginning of the twenty-first century will notice that there has been a significant change 

in its types, methods, requirements, and motives. The development of economic crime during 

this period of time was largely linked to the political, economic and social changes, "the 

change in the demography of the Libyan people/the dynasties and ethnicities that makes up 

the Libyan society" that occurred in the Libyan state. In other words, there are many political, 

economic and social factors that helped the development and diversity of economic crimes 

in Libya. By relying on the accounts of grandparents and the elderly "older persons", the 

information recorded in the records of the judicial and security bodies and the reports of 
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the United Nations and Transparency International, it is possible to describe the nature of 

economic crimes and the paths of their historical development on the Libyan arena during the 

period from the beginning of the twentieth century to the present time, which can be divided 

to four time periods as follows: 1) The period before independence and before the rule of King 

Idris Al-Senussi, "The period of jihad against the Italian invasion of Libya". Libyan society is 

a tribal society governed by a set of noble customs and traditions, and the teachings of the 

Islamic religion – that incite the non-commission of crimes of all kinds and types, which cannot 

be violated in any way. Each tribe inhabited a specific geographical area in Libya, and this 

matter contributed to controlling security matters within those areas. The Libyan people were 

preoccupied with jihad and the struggle against the Italian invasion in that era. Committing 

crimes such as theft is a great shame and a shameful act that harms the reputation of the family 

and the tribe. In the first half of the twentieth century, and before the emergence of oil, the 

Libyan economy was mainly dependent on agriculture, livestock and trade with neighboring 

countries. There were no indications of the existence of a civil state in Libya at that time. 

Financial and administrative corruption did not exist at that period due to the absence of 

institutions in the Libyan state. The economic crime that was prevalent in that period is theft 

of others' property. It is rare and its motivation is poverty and hunger. It was represented in the 

theft of agricultural crops and livestock "such as sheep, cows, goats and camels" from open 

pastures or closed barns, as well as stealing jewelry from primitive homes "tents and houses 

built of mud and stones, which lack the protection systems that exist today"; 2) The period of 

the reign of King Idris Al-Senussi "independence of Libya, building the Libyan state, and the 

emergence of oil". After Libya gained its independence and King Idris Al-Senussi took over the 

reins of government in Libya and the emergence of oil as an economic resource in Libya, the 

features of the Libyan state began to appear. King Idris Al-Senussi was interested in building the 

Libyan state institutions in all sectors. What distinguishes this period is the return of the Libyan 

immigrants to the homeland, as well as the acceptance of applications for Libyan nationality 

submitted by citizens of neighboring countries such as Tunisia, Egypt, Morocco, Algeria, Chad 

and Sudan, etc. This change in the demography of the Libyan state had negative effects on 

Libyan society. The returning Libyans and the Arab and African brothers who became citizens 

by rule of law brought with them the cultures and customs of other peoples, especially bad 

habits and behaviors such as bribery, embezzlement, forgery and so on, to be part of the bad 

cultures and practices in the future of Libyan society. Economic crimes were confined to the 

theft of private and public property, but at natural rates. The beginning of the emergence of 

financial and administrative corruption in the institutions of the Libyan state – which was 

practiced by government employees and members of the ruling class, was during this period. 

The indicators of corruption were not as frightening as they were during the Gaddafi era and 

after his rule. Indicators of corruption were natural "low" that could be found in any country. 

The rate of economic crime was not as great as it is now due to the presence of a strong 

security grip in addition to the presence of the noble norms and traditions and the teachings 

of the Islamic religion that control the behavior of most Libyans to be on the right path; 3) The 
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period of Gaddafi's rule, "the period of dictatorial rule and the acquisition of/ taking control of 

the wealth of the Libyan people. Gaddafi acquired "took over" the wealth of the Libyan people 

by force. Gaddafi, during his rule of Libya, pursued a systematic policy aimed at impoverishing 

the Libyan people- in order to facilitate effective control over them by controlling their daily 

sustenance, also, Gaddafi planted all social ills within this clean society. With the increase in the 

cost of living and the state of poverty that included all Libyans, the phenomenon of economic 

crime and illegal earning has grown. During Gaddafi's rule, financial and administrative 

corruption spread on a large scale within state institutions and the motives were either due to 

meeting the requirements of daily living or Because of affluence and a luxurious life. In that 

period of time, the Libyan people were described as the poor people who live in a country rich 

in natural resources. A culture of corruption has spread within Libyan society. Indicators of 

economic crime increased in the Libyan state, making Libya one of the most corrupt countries 

in the world. Most of the supporters of the Gaddafi regime became rich after they were poor. 

They are always above the law; 4) Post-Gaddafi period "the collapse of the dictatorship". After 

the Gaddafi regime was toppled in 2011, after the Gaddafi regime was toppled in 2011, state 

institutions collapsed, especially the security and judicial institutions, to be replaced by the 

language of bullying and the rule of jungle law. During this period the wealth of the Libyan 

people was systematically plundered. Armed militias and new corrupt politicians appeared 

and began plundering the wealth of the Libyan state. New economic crimes have appeared 

that did not exist before, and the crime rate has doubled horribly in Libya. Economic crimes 

have directly contributed to the deterioration of the economic situation in Libya and have 

become a source of concern for all Libyans who are loyal to their country and those interested 

in Libyan affairs. The rate of economic crime has reached its peak in a catastrophic outrageous 

situation, according to reports of local and international organization. 

Economic Crime is an increasing source of concern in the international arena. Economic 

crime "illegal earning" is a global phenomenon that exists in almost all countries, but at varying 

rates. It is one of the bad phenomena, that all countries seek to combat it with all available 

means. It will be necessary to differentiate among the following concepts: Economic Crime 

"Illegal Earning"; Financial Corruption; Money Laundering; Organized Crime. In order to 

remove any ambiguity around these concepts. Economic crime includes all illegal activities 

with the aim of achieving illegal economic gains. Financial corruption is one of the economic 

crime activities. Money laundering is to dismiss suspicions about illegal money "to shifted 

suspicion away from illegal money". Organized Crime is a group of professional criminals who 

work together as part of a powerful and secret organization. 

Economic crime has evolved through the ages with the development of economic, social, 

cultural and political life in societies. As the methods and tools used to achieve illegal earning 

have evolved. Economic crime has evolved from the simple level "theft of others' property" 

to the complex level, or what is known as organized crime "a group of professional criminals 

who work together as part of a powerful and secret organization" (Merriam-Webster, n.d.). 

Organized crime is the crime that is carried out by a group of criminals- who have one common 
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interest "illegal earning", in a more organized way. In the modern era, economic crimes affect 

the national economy and the social and political life of the countries where these crimes 

are committed. For this reason, states work hard and non-stop to combat the phenomenon of 

illegal earning in all ways and methods, including the use of excessive force in most cases, in 

order to avoid the negative effects produced by those illegal activities. In fact, economic crimes 

are more prevalent in developing countries and poor societies than in developed countries and 

rich societies. 

The concept of financial corruption and the concept of economic crime are often confused. 

Financial corruption is one of the types of economic crimes "illegal gain". Financial corruption 

is "generally speaking as" the abuse of entrusted power for private economic gain, while 

economic crimes include all activities and acts that are not permitted by law in a country in 

order to achieve economic gains. This is the subject of research in this study. 

Definition of economic crime. Economic crime, also known as financial crime, refers to illegal 

acts committed by an individual or a group of individuals to obtain a financial or professional 

advantage. The principal motive in such crimes is economic gain (Europol, n.d.). Financial 

crime is defined as crime that is specifically committed against property. These crimes are 

almost always committed for the personal benefit of the criminal, and they involve an illegal 

conversion of ownership of the property that is involved. Financial crimes can occur in many 

different forms, and they happen all over the world. Some of the most common crimes facing the 

financial sector are money laundering, terrorist financing, fraud, tax evasion, embezzlement, 

forgery, counterfeiting, and identity theft. These crimes are committed every single day, and 

governments across the globe are constantly prosecuting financial criminals while searching 

for new ones (Complyadvantage, N.D.). The researcher defines economic crime as follows: 

The term "economic crime" refers to all acts and activities that are not permitted by law in a 

country, and that result in economic gains "money or economic benefits" for a person or group 

of people, or mutual economic benefits among the parties to that criminal activity, or causing 

damage to one of the parties "parties of criminal activity", the end result of those acts and 

activities is to create economic and social problems within society in general in that country. 

Conditions that must be satisfied in any activity or act in order to be classified as an 

economic crime 

An act or activity not permitted by law in a country because of its economic, social, political, 

and health damage; That action or activity results in achieving economic gains for one or all 

of the parties implementing that act or activity, but mostly there are affected people; The 

contribution of the act or activity in weakening the national economy of the state and the 

negative impact on social and political life within that state. 

Illegal earning (illicit gain)

An illicit activity or substance is not allowed by law or the social customs of a country 

"results in economic gains" (Reverso Dictionary). The researcher defines the phenomenon of 
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illicit gain as follows: It is a phenomenon that spreads in developing countries at a greater rate 

than developed countries and in poor societies with a greater rate than rich societies. It is the 

acquisition of money "movable or immovable property" or other economic benefits resulting 

from activities that are not permitted by law in a country or by circumventing the laws in force 

in that country.

Financial corruption "Bribery and Embezzlement of funds of public sector institutions"

Recently the corruption is one of the biggest issues around the world. The corruption is 

closely linked with the governments’ behavior and their activities and also with some of the 

government affairs in the economy. It is a hazard facing society and exits both in the developing 

and also the developed economies but more witness in the developing nations. Therefore, it 

is an indicator of a poorly functioning nation. The World Bank defines the corruption as ‘the 

abuse of public power for private benefit”. It does not mean that corruption is limited to only 

the public sector. It can be seen especially in large private enterprises also [29, p. 36]. 

Corruption is divided into two types: administrative corruption and financial corruption. 

Administrative corruption is the misuse of the power of a government job by a government 

employee in illegal and immoral practices, behaviors, and acts such as nepotism, favoritism, 

persecution, and sexual harassment. These practices and behaviors mean granting certain rights 

and privileges to people who do not deserve them. These behaviors primarily affect social 

justice within the community and public job ethics. Financial corruption is the misuse of the 

power of a government job by a government employee in illegal activities for financial gain or 

economic benefits for that government employee or any of his/her relatives or friends, such as 

bribery and embezzlement. It should be noted that, according to Transparency Organization 

reports, Libya is ranked among the most corrupt countries in the world. 

Money laundering

Money laundering can be defined as: combining the funds resulting from illegal trafficking, 

especially from drugs and arms trade, with other clean money used in legitimate investments, 

which in turn leads to the difficulty of monitoring and sorting them out with the knowledge 

of the legal and regulatory agencies. It is worth noting that there is a difference between dirty 

money and black money, the first is the money that criminals want to clean them up, which 

mainly results from illegal activities, and whose owners prefer to pay taxes on them to give 

them some kind of legitimacy. The second is that which is kept strictly confidential "hoarded 

and hidden" in order to evade taxes [2, p. 15]. 

The crime of money laundering is one of the most important economic crimes in the 

modern era, that is often associated with organized crime, especially, crimes of terrorism and 

smuggling of arms and drugs, gambling, robbery and kidnapping and political corruption, 

etc. Phenomenon of money laundering is one of the dangerous phenomena that faces many 

countries of the world because of its dangerous economic effects, and social and political 

problems on the state and its position in the international community. That ease of transmission 
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the money across different countries in light of liberalization of international trade was one of 

the factors that helped to spread the phenomenon of money laundering, as the movement of 

money circulation of criminal organizations at the local level and international was increased 

significantly, in order to hide (secretion or concealment) the legitimacy of that money gained 

illegally to look as if it's clean money.

Where did the term' money laundering' come from?

The term money laundering is said to have its origins from the mafia’s ownership of 

Laundromats in the US in the 1920’s and 1930’s. "Italian members of the mafia in the U.S., such 

as Al Capone". Organized criminals were making so much money from extortion, prostitution, 

gambling and bootlegging, they needed to show a legitimate source of the money. One way 

in which they could do this was to purchase outwardly legitimate businesses and to mix their 

illicit earnings with the legitimate earnings from these businesses. Laundromats were chosen 

because they were cash businesses. Al Capone used this method in Chicago. Journalist Geoffrey 

Robinson regards the tale that money laundering came from this as a myth. He states: Money 

Laundering is called what it is because it perfectly describes what takes place – illegal or dirty 

money is put through a cycle of transactions, or washed, so that it comes out the other end as 

legal or clean money. In other words, the source of the illegally obtained funds is obscured 

through a succession of transfers and deals in order that those same funds can eventually be 

made to appear as legitimate income [15]. Nevertheless, the earliest reported use of the term 

‘money laundering’ in a legal context was in the US in 1982, in the case of US v $4,225,625.39 

[14]); and it was not until 1986 that money laundering became a criminal offence. The United 

States was the first country in the world to criminalize ML, through the Money Laundering 

Control Act 1986. (This Act was a direct response to the case US v. Anzalone (1985) US 766, 

F.2d 676 1st Cir.) The second country was the UK, through the Drug Trafficking Offences Act 

1986 that criminalized the proceeds of drug trafficking activities (Drug Trafficking Offences 

Act 1986, article 24.).

It is necessary now to analyze the phenomenon of ML itself. Experts in the areas of law, 

economics as well as in political or international organizations seem to differ in their views of 

the ML phenomenon. Thus, the definition of the term ‘money laundering’ is more ambiguous 

than one would expect. As a result, a variety of definitions have been suggested. In this 

study we will provide the following definitions as examples: The Financial Action Task 

Force on Money Laundering (FATF) (FATF chapter III, section 2.3) defines the word ML as 

‘the processing of … criminal proceeds to disguise their illegal origin’. A similar definition 

is the one suggested by The Joint Money Laundering Steering Group, which understands 

this activity as the ‘process whereby criminals attempt to hide and disguise the true origin 

and ownership of the proceeds of their criminal activities’. According to the United Nations 

Office on Drugs and Crime (UNODC) and the International Monetary Fund (IMF), money 

laundering can be described as ‘the process by which a person conceals or disguises the 

identity or the origin of illegally obtained proceeds so that they appear to have originated 
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from legitimate sources’ ((IMF, UNODC, 1 December 2005). At the same time, Stessens 

said that money laundering is a process by which a criminal expects to conceal the criminal 

origin of assets and ‘to ensure that the criminals can “enjoy” their proceeds, by consuming or 

investing them in the legal economy’. Finally, from an economic point of view, the economist 

Masciandaro also said that ‘money laundering is an autonomous criminal economic activity 

whose essential function lies in the transformation of liquidity of illicit origin, or potential 

purchasing power, into actual purchasing power usable for consumption, saving, investment 

or reinvestment’ [11].

Stages of money laundering

Money laundering is the disguising of funds derived from illicit activity so that they may be 

used without detection of the illegal activity that produced them. Money laundering involves 

three stages: placement, layering and integration.

Placement involves physically placing illegally obtained money into the financial system 

or the retail economy. "Dirty" money is most vulnerable to detection and seizure during 

placement [19]. Placement is the initial transformation of illicit cash into other assets. At this 

stage, the source of the cash is still obvious, so money launderers exploit weak AML controls, 

use deception, or use unknowing, complicit, or corrupt parties to place their cash. Examples 

include depositing cash in a bank, using cash to purchase assets from unknowing parties or 

by working with complicit or corrupt parties, paying credit card bills with cash, purchasing 

foreign currency at a currency exchange, and smuggling cash to weaker AML jurisdictions 

(www.interactiveservices.com).

Layering: The second stage of money laundering occurs after the ill-gotten funds have 

gained entrance into the financial system, at which stage, the funds or securities are converted 

or moved to other institutions, further separating them from their criminal source (www.herald.

co.zw). Layering means separating the illegally obtained money from its source through a 

series of financial transactions that makes it difficult to trace the origin. During the layering 

phase of money laundering, criminals often take advantage of legitimate financial mechanisms 

in attempts to hide the source of their funds. A few of the many mechanisms that may be 

misused during layering are currency exchanges, wire transmitting services, prepaid cards that 

offer global access to cash via automated teller machines and goods at point of sale, casino 

services and domestic shell corporations lacking real assets and business activity that are set 

up to hold and move illicit funds [19]. 

Integration means converting the illicit funds into a seemingly legitimate form. Integration 

may include the purchase of businesses, automobiles, real estate and other assets [19]. The 

third stage of the money laundering process involves the placement of the laundered money 

back into the economy and financial system in such a way that it appears to be clean and 

legitimate and is available for use by criminals to buy expensive cars and property or invest in 

different stocks, unit trusts and money market (www.herald.co.zw).
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The negative effects of money laundering operations 

 Money laundering is either within the borders of the state or the money is transferred out 

of the country. The second case is the most dangerous to the nation's national economy. 

Phenomenon of money laundering leads to the production of a range of economic and social 

damages and risks in the community and state. That the damage caused by the transfer of 

funds to the outside borders of the state, which can be invested in the development to feed the 

national economy and achieving the economic benefits to the state and citizens. Especially, If 

the laundered amounts were great with the recurrence of such operations continuously. That 

risks and economic damages of money laundering are [2, p. 20-21; 28]:

Economic effects

At the level of the national economy

Weakening the ability of the authorities to implement economic policies efficiently due to 

the unreliability of available data and statistics in light of the inability to measure the volume 

of these operations. Also, the inability to plan the nation's national economy; Weakening the 

stability of the money market and the foreign exchange market as a result of severe fluctuations 

in the movement of money, deposits and inward and outward cash flows "financial flows". Also, 

increase in balance of payments deficit and high external debt. "Depreciation of the exchange 

rate of national currency". "High interest rates on local currency". "High rates of inflation and 

declining purchasing power of cash". "Lack of domestic saving rate"; Money laundering creates 

distortions in the distribution of resources and wealth within the economy; Weakening the 

economic growth as a result of directing the resources towards unsuccessful investments at 

the expense of meaningful and real investments. "Economic recession in the state". "Low rates 

of GDP growth". "Reduction the production capacity (low rate of production capacity)"; The 

presence of purchasing power that is not the result of real economic activity, which contributes 

to inflationary pressures in the country’s economy and the rise in the general level of prices. 

"Burning and destruction of the prices"; Lack of real national income due to smuggled money 

outside the country. "Exhaustion the national economy"; Money laundering contributes to 

deepening the disparity in the distribution of income among social groups. Also, increase the 

tax burden. "Failure to achieve justice in the distribution of national income"; Indirect effect 

"increasing the prices of agricultural products as a result of the increase in land prices in many 

countries where money is laundered through real estate investment"; The negative impact on 

government financial resources "low government revenue from taxes" as a result of a decrease 

or non-increase in the volume of legitimate economic activities that produce taxes.; Doubling 

of the security efforts and increase the spending.

At the level of the banking system

The threat of financial and banking stability as a result of the exposure of financial and 

banking institutions to the risks of loss of confidence and reputation. The possibility of the 

collapse of stock exchanges that receive illicit money as a result of the sudden sale of securities, 

which leads to a sharp decline in stock prices.



ISSN 2686-9012 (Online)

statecounsellor.wordpress.comECONOMIC CONSULTANT. 2020. 31 (3) 64

Political Implications

The spread of political and administrative corruption and the exploitation of influence. 

Damage to the reputation of some countries that are internationally famous for practicing 

money laundering phenomenon, which leads to the flight of foreign investment; The 

possibility of directing the money resulting from money laundering to the financing of terrorist 

organizations, which leads to instability of security "undermine the stability and security"; The 

possibility of money launderers leaking to some bodies of a special nature, such as People's and 

Parliamentary Councils, and enjoying political immunity and participation in the development 

of state legislation, which leads to chaos and corruption and then influencing the political 

stability of the state. "Penetration in political circles and spreading corruption". Influencing the 

country's reputation vis-à-vis international aid donors "loans and financial aid", especially for 

developing countries.

Social Effects

Aggravating the problem of unemployment; Prevalence of job corruption and purchase 

of people's support (bribery, embezzlement, etc.). "High rates of economic crimes"; The rise 

of inferior social groups to the highest social pyramid. Also, "the emergence of new criminal 

groups in money laundering"; Affecting the fair distribution of tax burdens to society groups; 

Loosening of social ties. Also, increase moral corruption in society.

Generally, economic crimes contribute to the deterioration of economic, social and political 

conditions within societies. Economic crimes negatively affect development in its general 

sense. Economic crimes contribute to creating many tragedies in the economic, social and 

political fields.

Electronic money and money laundering

Money plays an important role in the development of commerce, especially electronic 

ones. It enables its dealers to make deals and settle their value and the person who carries 

them out is in his/her home or office, and saves the expenses that traditional money requires. 

Nevertheless, this money has an important risk, which is used illegally for the purpose of 

committing a money laundering crime, and it turns from a means "to develop trade" into a tool 

"to commit crime". Electronic money contributed to the spread of the phenomenon of money 

laundering globally. It is becoming more difficult to control it [4, p. 543].

The growing phenomenon of economic crime, "illegal earning and money laundering" 

in Libya

Libyan state as a developing country is suffering from the growing of illegal earning and 

money laundering phenomenon like other countries. This phenomenon affected negatively 

the processes of economic development, social and political in Libya. As is well known that 

the political system in Libya is illegal (from 1969 to 2011). The Gaddafi regime is an illegal 

political system. This system pursued a deliberate and systematic policy that enables it to stay 
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in power for the longest time. The content of that policy is to provide protection for Gaddafi's 

political system in exchange for turning a blind eye to unlawful gains. Mutual interests between 

Gaddafi as an illegal ruler and his supporters. Gaddafi was looking for protection and continuity 

and they were looking for economic gains. Gaddafi's regime contributed to the spread of the 

phenomenon of illegal earning and money laundering in Libya by adopting a dirty policy that 

enabled it to remain in power for more than 42 years. Unfortunately, illegal earning activities 

and money laundering operations have been continuing even after the revolution of February 

17, 2011. To build a new Libya and achieve economic, social and political development, 

the phenomenon of illegal earning and money laundering must be fought. To achieve this 

must determine the criminal activities associated with illicit gain, methods used in money 

laundering in Libya and challenges and difficulties that will face the new country of Libya 

to fight the money laundering and illicit gain. The pre-revolution stage, "February 17, 2011", 

the political system was one of the main factors that contributed to the spread of the illegal 

earning phenomenon. As for the continuation of this phenomenon, even after the revolution of 

February 17, 2011, it is due to the state of political chaos "political conflict, anarchy, violence 

and organized crime" accompanied by the inability of the security and oversight agencies.

Highlighting the problem

Economic crime, as a bad phenomenon, is found in almost every country in the world, 

but at different levels "it is a global phenomenon". Economic crimes negatively affect the 

economies of countries, and that is why all countries are trying to combat them in every 

available way. For the Libyan state, it was and still is classified as a focus of economic crime. 

It is at the forefront of countries that suffer from the growing phenomenon of corruption and 

the practice of criminal economic activities. What are the reasons that led to this disastrous 

situation "the aggravation of the phenomenon of economic crime" and how can the Libyan 

state prevent the continuation of the phenomenon of economic crime? Economic crime in 

Libya clearly emerged during the Qaddafi era and increased dramatically after the revolution 

of 17 February 2011. The researcher believes that the political system in Libya "from 1969 

to 2011" played a great role in spreading this bad phenomenon and consolidating its roots 

within Libyan society, and after that, the Libyan revolution came in 2011 to contribute to the 

aggravation of this abhorrent phenomenon. And in order to study this phenomenon rationally, 

and find logical explanations and convincing evidences "facts" about it and how to combat 

it. The researcher will try to find a logical answer to the following questions: What are the 

main causes, facilitating factors, and prevailing conditions that contributed to the emergence 

of the phenomenon of economic crime in Libya, "illegal earning and money laundering" 

during Qaddafi's rule, and what are the reasons that contributed to the exacerbation of this 

phenomenon after the February 17, 2011 revolution?; What are the criminal activities related 

to illegal earning that were committed before and after the February 17, 2011 revolution?; 

What are the difficulties and challenges that the government of the Libyan state will face when 

it decides to combat the phenomenon of economic crime and radically eliminate it?; What 
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are the appropriate methods and necessary measures to combat the phenomenon of economic 

crime within Libyan society "how to eliminate the phenomenon of economic crime within 

Libyan society"?

The researcher believes that identifying the causes, facilitating factors, and prevailing 

conditions that exacerbated the problem of illegal earning and the growing phenomenon 

of money laundering, and the malicious methods used by criminals, whether with regard 

to illegal earning or money laundering will contribute to eliminating the phenomenon 

of economic crime and preventing its occurrence within the Libyan state. Therefore, this 

study will examine the reasons of the growing of this phenomenon and the difficulties that 

prevent the fight this phenomenon. In Libya, once the acquisition of illegal money without 

the presence of criminal evidence can be used to convict (accuse) someone, whereupon, 

the money will be clean and washed. That money can be used without any problems. 

Many people earned money by using illegal ways and methods, as a result of lack of 

criminal evidence. These people have become rich in the Libyan society, and their money 

is clean from the perspective of law. The researcher believes that the best way to combat 

the phenomenon of unlawful earning and money laundering in Libya lies in knowing the 

reasons, motives, facilitating factors and prevailing conditions that led to the emergence 

and growth of this phenomenon. The optimal way is to prevent economic crime before 

it happens. That determination the reasons, motives, facilitating factors and prevailing 

conditions that led to the emergence and growth of illegal gain phenomenon before and 

after the revolution of February 17, 2011 will help the new Libyan government to fight of 

money laundering phenomenon and the illegal gain.

"Economic crime is a growing phenomenon within Libyan society that directly affected 

economic, social and political development. What are its causes and how can it be eliminated"?

Goals of the study

This study aims to provide an accurate description and clear statement about the phenomenon 

of economic crime in Libya before and after the February 17, 2011 revolution, that includes the 

following: (1) To determine the main causes, facilitating factors, and prevailing conditions that 

contributed to the emergence of the phenomenon of economic crime in Libya, "illegal earning 

and money laundering" during Qaddafi's rule, as well as, the reasons that contributed to the 

exacerbation of this phenomenon after the February 17, 2011 revolution; (2) To determine 

the criminal activities associated with illicit gain in Libya before and after the revolution of 

February 17, 2011; (3) To determine the methods used in money laundering in Libya before 

and after the revolution of February 17, 2011; (4) To determine appropriate methods and 

necessary measures to combat the phenomenon of economic crime within Libyan society how 

to eliminate the phenomenon of economic crime within the Libyan society; (5) To determine 

the challenges and difficulties that will face state of new Libya to fight the money laundering 

and illicit gain.
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Important of the study 

This study is the first that discusses the subject of illegal earning and phenomenon 

of money laundering explicitly and without any restrictions. Therefore, this study will 

encourage the researchers in Libya to study the phenomenon of money laundering and 

the illegal earning. Especially, after the revolution of February 17 and the end of an era 

of the Revolutionary Committees and the Revolutionary Guards. After the revolution, 

there will be no any restrictions in the field of scientific research about any phenomenon. 

Therefore, this study will be considered as the cornerstone of many of the studies in this 

field in the future. Before the revolution, the study of such phenomena is a red line. 

researcher's award will be prison or death. The importance of this study lies in determining 

the necessary measures that must be followed by the new Libyan government to combat 

the phenomenon of illegal earning and money laundering. Especially, after defining and 

describing all criminal economic activities and feasible methods of their implementation, 

as will be presented in this study.

Methodology of the study

The study will be divided into two parts: the theoretical part; and practical part. The 

theoretical part included the following: Definition of money laundering phenomenon 

and illegal earning; Stages of money laundering; Economic and social damages of money 

laundering and illegal earning; Growing of money laundering phenomenon and illegal 

earning in Libya. In regard to collect of information and data for this part the researchers 

will depend on the following sources: (1) By references such as books and journals which 

interest in the subject of money laundering phenomenon and illegal earning. (2) Archives 

of crimes in a court of economic crimes; People's Committee for control and Directorate 

of the public security in Libya. The practical part: The field study included the following: 

(1) A search tool "Questionnaire". The researcher designed the lists of the questions" the 

questionnaire" to collect necessary data and information to study the phenomenon of illegal 

gain and to confirm the integrity and accuracy of the information available to the researcher, 

the questionnaire was used to collect the views of three communities of people are : Officials 

and heads of departments, units and offices in the court of economic crimes in Libya; Staff 

at the Court of Auditors "Court of Accounts", and Directorate of the Public security in the 

city of Benghazi; Academics in the field of law and economics. In addition to conducting 

personal interviews with many writers and journalists "honorable" (2) The Statistical study. 

The researcher used the descriptive statistics method to classify the opinions of the people 

who were chosen to answer the questions in the questionnaire list. In addition, in many 

cases, the researcher was dependent on a personal interview style.
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FACTS ABOUT ECONOMIC CRIME IN LIBYA

Through the data and information obtained from the lists of questionnaire and personal 

interviews, it can be said that, all opinions were identical and there are no fundamental 

differences. Through the acquired data and information, a detailed statement and accurate 

facts can be provided on the following topics: Contribution of the Libyan political system in the 

growth of the phenomenon of illegal earning and money laundering in Libya; The acquisition 

of illicit money" money obtained by illegal means" before and after the revolution of February 

17, 2011; Who were / are the perpetrators of economic crimes in Libya" before and after the 

revolution of 17 February 2011"?; Methods Of money laundering in Libya; Combating illegal 

gains and money laundering in Libya; Types of money laundering in Libya; The major challenges 

that will face the new Libyan state, if the government wants to combat this phenomenon.

Contribution of the Libyan political system in the growth of the phenomenon of illegal 

earning and money laundering in Libya

Before the revolution of February 17, 2011 "During Gaddafi's Era" 

Libya is a rich country and a poor people. Colonel Qaddafi took control of the government 

in 1969 following a military coup, and ruled Libya for four decades until he was ousted in 

2011 in a popular uprising supported by armed factions, and supported by NATO. Gaddafi 

seized the power "rule" and wealth of the Libyan people and contributed to creating a state of 

poverty and the spread of unemployment within society so that he could control the reins of 

government in Libya by controlling the food "sustenance" of the Libyans and liquidating his 

opponents inside and outside Libya.

The dictatorial political system in Libya contributed to the spread of all the bad phenomena 

within the Libyan state such as illegal earning, financial and administrative corruption and 

money laundering. The political system in Libya (from 1969 to 2011) is an illegal system. In 

order for the Qaddafi regime to continue ruling the Libyan state for as long as possible, Gaddafi 

was turning a blind eye to these crimes. He did not care to address these negative phenomena, 

as long as the price is to provide protection for his political system. Criminals were mostly 

members of the Revolutionary Committees Movement and the Revolutionary Guards. Whose 

only interest was the money. They were above the law. Sanctions were imposed on ordinary 

people who did not belong to these sects. In the seventies, Gaddafi has established Liaison 

Office of the revolutionary committees and the Revolutionary Guards in order to protect his 

revolution and political system. Members of the Revolutionary Committees Organization 

"Libyan revolutionary committee’s movement" and Revolutionary Guards Battalions were 

Libyan, their mission "task" is to protect of the Qaddafi's regime. They were opportunists, 

bloody, thieves, they have no morality, collection of money in any way was their only interest. 

The political system used them as eyes for it in all Libyan organizations and companies of the 

public sector. The dictatorial regime appointed members of the Revolutionary Committees as 
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managers and leaders for public sector institutions in Libya. They were stealing public money 

of those organizations and they were adept at money laundering. Gaddafi was aware of theft 

operations, but he was turning a blind eye, in return for providing protection to his political 

system. The Libyan political system also contributed to strengthening the poverty situation and 

the spread of unemployment within Libyan society, this led to the growth of the phenomenon 

of illegal earning and money laundering in Libya. The deterioration of economic conditions 

for the Libyans helped the spread of all the bad economic phenomena such as corruption, 

illegal earning and money laundering, etc. During the Qaddafi era, all economic crimes were 

committed except for the sale of weapons. (In the era of Gaddafi, there is no arms trade in 

Libya).

It should be noted that, all public factories and companies – that were funded by the Libyan 

government, that were run by members of the Revolutionary Committees Movement and the 

Revolutionary Guards failed and disappeared from existence due to the depletion and pillaging 

of their economic capabilities by this sect.

The close connection among Qaddafi, the members of the revolutionary committee’s 

movement and the revolutionary guards

The Revolutionary Committees Movement is a political and cultural movement that calls for 

and promotes the establishment of the Jamahiriya society, the authority of the people (direct 

democracy) as presented by the Third Universal Theory of The Green Book (RCM, n.d.). In 

managing the Libyan state affairs, Qadhafi relied on members of the Revolutionary Committees 

Movement and the Revolutionary Guards. All leadership positions in the Libyan state were 

managed by this group of people. Their slogan was … the member of the Revolutionary 

Committee and the Revolutionary Guards is "the first to sacrifice and the last to benefit." The 

opposite was the truth. Some of them were involved in the operations to liquidate Gaddafi's 

opponents, the price given to them by Gaddafi was absolute freedom to do anything. The 

relationship among Qaddafi and members of the Revolutionary Committees movement and 

the Revolutionary Guards is a relationship of mutual interests" mutually beneficial relations." 

The first party was asking for protection and to stay as long as possible and the other parties 

were seeking to achieve greater local economic benefits at any cost. As a result, economic 

crime spread in Libya during the Qaddafi era. In fact, this group of people can be divided 

into two parts: Part was believed in the third world theory and the green book (the country's 

Jamahiriya system of "rule by the people".). These people were interested in promoting the 

ideas of Gaddafi. They were few, and they are honorable. The other part was only interested 

in achieving economic gains at any cost.

After the revolution of February 17, 2011 "after the end of Gaddafi’s rule"

When Gaddafi knew that his end was approaching-as a punishment for the Libyan people, 

he released the criminal prisoners, as well as armories, for the Libyans to live in a state of 

extreme violence. After the end of Gaddafi's rule, the Libyan state entered a cycle of violence 

and political chaos accompanied by all kinds of crimes, including economic crimes. Due to 

the political conflict, the lack of an effective role for security institutions, the emergence of 
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terrorist organizations in Libya, and the politicians' preoccupation with their political struggle, 

economic crime has grown frighteningly. In fact, after the revolution there was no government 

in the true sense of the word. Control in Libya was and still is for armed militias. After the 

revolution, conditions worsened in Libya, and this deterioration led to an alarming increase in 

the crime rate. Politicians and militia leaders have plundered Libyan money through financial 

corruption activities. This was not hidden. The United Nations and countries interested in 

Libyan affairs were aware of these economic crimes, especially the crime of financial corruption 

that exceeded all perceptions. Ghassan Salama, the UN envoy, head of the Support Mission in 

Libya "Special Representative of the Secretary-General for Libya Ghassan Salamé as the head 

of the UN Support Mission in Libya, UNSMIL", said that "what is happening in Libya is not 

corruption, but rather is systematic looting of state finances", noting that there are "international 

parties involved in the continuous plundering of Libyan money" [6]. From 2011 to 2020 there 

have been no initiatives to address the crime phenomenon in general. Economic and non-

economic crimes were and are still continuing in Libya. This is confirmed by the report of the 

United Nations Secretary-General at the beginning of the year 2020. Report of The Secretary-

General António Guterres on The United Nations Support Mission in Libya – 15 January 2020. 

In general, this report contained an accurate description of the catastrophic situation in Libya, 

the researcher chose the following paragraphs to indicate the United Nations' concern about 

the phenomenon of economic crime in Libya. "Situation in the western region, armed groups 

in Tripoli continue to threaten individuals who impede their access to resources". Eastern 

Libya has experienced a deterioration in law and order, including numerous cases of crimes 

and intimidation, reportedly by elements affiliated with the Libyan National Army, mostly in 

Benghazi. Benghazi has become a hub for illicit economic activities, including the sale of 

drugs and arms. During the reporting period, the police arrested several individuals involved 

in drug dealing and trafficking in arms" [31].

The acquisition of illicit money "money obtained by illegal means" before the revolution 

of February 17, 2011

During Gaddafi's Era

The following economic crimes were taken from the files and records of economic crimes 

court, police stations, and The General People’s Committee for Popular Control and Inspection 

Authority in Libya. Those crimes are: (1) Theft and misappropriation of funds of public sector 

institutions; (2) Manufacture and sale of local wines; (3) The drug trade; (4) Smuggling of 

subsidized goods (Goods sold to citizens at subsidized prices from the State) to neighboring 

countries; (5) Currency trading in the black market and counterfeit-currency trading; (6) Illegal 

gains from illegal immigration deals to Europe; (7) Fishing by hand grenades (manufactured 

locally); (8) Deforestation "cutting down trees" in order to manufacture coal; (9) Sale of 

infringing goods to the specifications (manipulation of the expiry date and product quality); 

(10) Steal cars and sell them as used spare parts; (11) Steal the animals from farms; (12) Sale 

of goods without a license in the streets. (13) Tax evasion; (14) Bribery and corruption in all 



ISSN 2686-9012 (Online)

statecounsellor.wordpress.comECONOMIC CONSULTANT. 2020. 31 (3) 71

their forms in public sector organizations; (15) Smuggling workers and fugitives from justice in 

their countries or for other reasons from and to neighboring countries; (16) Possession of more 

than one employment contract in more than in more than one public institution "One person 

has a job in more than one public institution"; (17) Illegal commissions in suspicious external 

and internal deals; (18) Bribes paid to the security men at checkpoints on roads, airports and 

seaports by travelers; (19) Unlicensed trade “luggage trade”/ street vendors; (20) Tax evasion; 

(21) Practice of astrology, divination, magic, and sorcery; (22) Trafficking in women and 

exploitation of women in prostitution. In the era of Gaddafi, there is no arms trade in Libya.

The Acquisition of illicit money "money obtained by illegal means" after the revolution of 

February 17, 2011

After the end of Gaddafi’s rule 

Gaddafi, before his death, opened the doors of prisons and the armories, As punishment for 

the Libyan people. There were more than 20,000 dangerous criminals armed with weapons. 

some of them died in wars and others are still alive. They move around in the middle of the 

streets freely. Until this moment "February 2020" they are doing what they want unchecked. 

Gaddafi's retaliatory response to the Libyan people has contributed to multiplying the crime 

rate hundreds of times in Libya.

In fact, all the crimes mentioned above have continued after the revolution of February 17, 

2011 with a higher rate than the previous time as a result of the loss of security in the country. 

It must be pointed to the emergence of new crimes were not present in previous such as crimes 

of armed robbery and arms trade. Theft of assets of Libyan and foreign companies during 

the war period. The establishment of armed militias that obtain money by blackmailing the 

government. The spread of the arms trade phenomenon. Theft of antiquities from historical sites, 

museums, antique businesses and galleries. Robbery of state lands and sell them to citizens as 

residential lands. Due to the high price of the US dollar on the black market in Libya, Libyan 

businessmen and traders obtain the subsidized dollar from the Central Bank of Libya under the 

pretext of importing goods and then they re-sell it on the black market. Selling crude oil outside 

the OPEC system "illegal sale at prices lower than OPEC prices". Kidnapping and extortion. 

During the war in 2011, Gaddafi paid large sums to the Libyans for fighting with him, he used 

them as mercenary in the Libyan war, the mercenaries were from the western region, that sums 

are illegal from the perspective of law, mercenaries washed that money through the purchase 

of houses and farms in the eastern region in Libya, there no one will recognize them. As 

well as, there are large amounts of money, arms and gold fled to Egypt, Chad, Mali, Algeria, 

Sudan and Niger. As well as, increase the volume of transactions of illegal immigration After 

the revolution of February 17, 2011. Seizure of property of members of the Revolutionary 

Committees Movement and the Revolutionary Guards, as well as property of opponents of any 

regulation "political movement" that came after the February 2011 revolution, as Qaddafi did 

with his opponents during his rule in Libya. Due to the high price of copper in international 

markets, criminals stole the power transmission cables of the General Electricity Company 
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"GECOL" and sold them in neighboring countries. Sale of subsidized goods in unsupported 

goods packages "Cardboard boxes and plastic bags" to take advantage of the price difference. 

Hiding the basic commodities from the Libyan market in order to raise their prices in the future.

Who were / are the perpetrators of economic crimes in Libya "before and after the 

revolution of 17 February 2011"?

Before the revolution of February 17, 2011

For the financial and administrative corruption crimes, they were committed by leaders 

and officials in public sector institutions who are mostly from the Revolutionary Committees 

Movement and the Revolutionary Guards. As for the crimes of theft, drug and alcohol trafficking, 

they were committed by "ex-convicts" criminals. Other economic crimes were committed by 

the poor, the unemployed persons and some corrupt businessmen.

After the revolution of February 17, 2011

After the revolution, weapons spread inside the Libyan territories. This disaster has 

contributed to the emergence of organized crime and criminal gangs. The crimes of theft, 

drug and alcohol trafficking, and arms trade they were committed by "ex-convicts" criminals. 

Blackmailing and threatening the government in order to obtain money and other economic 

benefits were committed by armed militia leaders. Kidnapping and extortion crimes were 

committed by criminal gangs. For the financial and administrative corruption crimes, they 

were committed by some politicians, leaders in the public sector institutions and corrupt 

businessmen. Other economic crimes "which does not include the sale of weapons, drugs and 

alcohol" were committed by the poor and the unemployed persons.

Methods of money laundering in Libya 

Before and after the February 17, 2011 revolution, for the non-political and non-leadership 

figures "not prominent figures in the Libyan society", they do not need to launder illegal money. 

As for well-known political figures, as well as prominent leadership figures, they launder illegal 

money as a precaution. Before the February 17, 2011 revolution, some prominent members 

of the Revolutionary Committees and Revolutionary Guards were laundering illegal money 

to avoid embarrassment, criticism, and blame from their leader "Gaddafi" and not to receive 

punishment. 

In Libya, once the illegal money is acquired (illegally acquired funds) without the presence 

of criminal evidence can be used to convict or accuse someone, whereupon, the money 

will be clean and washed, no need for the process of washing, therefore can deposit the 

money in accounts in Libyan banks without any problems. But Members of the Revolutionary 

Committees and the Revolutionary Guards, and managers of public sector institutions were 

used two ways are: Depositing illegal money in personal accounts in European, Asian and 

Arabic banks or depositing illegal money in accounts of their relatives in Libyan banks or 

purchase of immovables (real estate "buildings, lands and farms") that are registered in the 

names of their relatives to keep them away from the suspicions. As for the others, they often 
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deposit the money in their personal accounts in Libyan banks without any problems. As well as, 

they can buy immovables (real estate "buildings, lands and farms") that are directly registered 

with their names to prove and document the property without any difficulty. Also, Purchase 

of immovables in the Republic of Egypt, as the Egyptian law allows foreigners to purchase the 

real estate.

In general, as is common, there is no legal accountability regarding possession of unlawful 

money "after the completion of the implementation of the economic crime", but criminals 

are always cautious and try to conceal that money and its source as a precaution. In general, 

before and after the February 17, 2011 revolution, officials, leaders, politicians and prominent 

personalities in Libya resort to laundering illegal money to avoid gossip "people’s words: 

blame, reproach and contempt". Referring to them as corrupt people can drive them away 

from their leadership positions. Especially people who are not members of the Revolutionary 

Committees Movement and the Revolutionary Guards. The eyes are always open for them to 

monitor their faults and violations. In order to maintain their leadership positions, they must 

be vigilant. That is why they resort to money laundering. In Libya, we have not heard that an 

official has been imprisoned for his illegal money. During the Qaddafi era, we used to hear 

that a leader was removed from his current leadership position to assume another leadership 

position. Gaddafi was moving them from their leadership positions to other leadership positions 

instead of imprisonment.

Fighting of money laundering in Libya 

The legislative body in Libya (Secretariat of General People's Congress) issued Law No. 

(2) of 1979 on economic crimes and Law No. 2 of 2005 on the anti- money laundering. 

Before the revolution of 17 February 2011 Members of the Revolutionary Committees and the 

Revolutionary Guards are always above the law so there is no strict fighting of the phenomenon 

of money laundering and the illegal gain. Economic gains from illegal activities are the price 

paid by the Gaddafi regime to stay in power. The crimes of the illegal gain implemented by 

people who are not Members of the Revolutionary Committees, or Revolutionary Guards, if 

discovered by police, criminals will be subjected to sanctions, especially the sale of drugs and 

alcohol. 

Types of money laundering in Libya

Internal laundering: Once the acquisition of illegal money (illegally acquired funds) or 

when the illegal money is acquired without the presence of criminal evidence can be used 

to convict or accuse someone, whereupon, the money will be clean and washed, there will 

be no need for the process of washing. This feature is for funds being illegally acquired by 

unknown persons "not prominent" belonging to the Revolutionary Committees Movement 

and the Revolutionary Guards and managers of public sector institutions, especially unknown 

individuals and other people who are not members of the Revolutionary Committees and the 

Revolutionary Guards, that money can be used in the procurement process or the investment 
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or depositing in the banks without any problem. As a precaution, when the sums are large, 

these corrupt people register property ownership in the names of their relatives to hide the 

illegal money.

External laundering: Members of the Revolutionary Committees and the Revolutionary 

Guards, and managers of public sector institutions, especially well-known personalities 

transfer "smuggle" the funds to the Arab, European and Asian countries and invest them in 

those countries. They will be as foreign investors from the perspective of those countries. 

Or buy real estates in neighboring countries and some other countries that permit this. This 

method continued even after the revolution.

The factors and prevailing conditions that helped the emergence and growth of the 

phenomenon of economic crime in Libya

There are many factors and circumstances that contributed to the spread of the phenomenon 

of economic crime in Libya are:

•	 Ignorance, poverty, and unemployment within Libyan society contributed directly to the 

emergence of the phenomenon of economic crime in Libya;

•	 The poor economic conditions in which most Libyans live due to poor and insufficient 

salaries contributed directly to the emergence of the phenomenon of economic crime, 

especially financial corruption crimes in public sector institutions such as "bribery and 

embezzlement";

•	 Ease of obtaining forged documents “forged bills” to hide "preventing the discovery" 

crimes of financial corruption in public sector institutions;

•	 Supported goods "subsidized goods" in Libya that are sold to Libyan citizens at cheap 

prices such as "corn oil, sugar, flour, tea, milk, rice and fuel". The availability of these 

commodities contributed to an increase in smuggling trade to neighboring countries. 

Supported goods can be sold in neighboring countries and make huge gains;

•	 The Libyan state has geographical borders with the vast expanse with many neighboring 

countries, those land borders that link Libya with the lands of many neighboring 

countries. These limits are not always well monitored by the relevant authorities. Those 

borders need great potential, and serious regional and international cooperation from 

all neighboring countries and countries concerned with illegal immigration in order 

to tighten control over these borders and prevent their use in illegal trade and illegal 

immigration. Difficulty controlling the vast geographical borders was exploited by 

criminals in their illicit trade such as smuggling of cigarettes, alcohol, drugs, subsidized 

goods, fuel and illegal immigrants who migrate by sea to Europe;

•	 The lack of strict control over the land, air and sea customs ports. The absence of strict 

control of the maritime traffic "fishing boats" to prevent the smuggling of fuel to Malta 

and Tunisia, as well as illegal immigrants to Europe;

•	 The uncontrolled spread of weapons in Libya after the revolution of February 17, 2011 

contributed to the formation of armed gangs and militias, and the emergence of what is 
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known as organized crime. Also, exporting weapons to neighboring countries;

•	 Anti-economic crime laws are not fully activated. Before and after the revolution, most 

of the leaders in Libya are corrupt people. They are above the law, and therefore laws 

cannot be imposed and applied to combat economic crime in a fair manner. Any serious 

attempt to combat the phenomenon of economic crime in Libya will fail. Laws in this 

area are imposed only to the poor and vulnerable. As well as, Libyan prisons are not 

qualified to improve the behavior of criminals for their rehabilitation and reintegration 

into society, this situation helped the spread of crimes, especially crimes of illegal gain; 

•	 Banks and Departments of Registration of Real Estate "authorities responsible for the 

registration of real estate ownership" have no role in the process of combating money 

laundering. There is no coordination or cooperation among the security agencies, banks, 

and real estate registration bodies in Libya with the aim of combating the phenomenon 

of money laundering;

•	 There is no cooperation between the Libyan authorities and the authorities in the 

neighboring countries regarding tracking the movement of smuggled funds from Libya to 

these countries to verify the legitimacy of these funds. There is no regional cooperation 

to combat money laundering. The economies of the neighboring countries benefited 

a lot from the smuggled money from Libya. This may be a reason to justify the lack of 

regional and international cooperation to combat this phenomenon;

•	 The absence of effective and influential consumer protection organizations and 

environmental protection organizations in Libya that can exercise their role in pressuring 

the government to meet their demands regarding consumer protection from the negative 

effects of illegal trade. As well as protecting the Libyan environment from harm caused 

by criminals, "protecting the marine environment from fishing with explosives and 

poisons- and cutting down forest trees to make charcoal";

•	 Many employees of the security agencies are corrupt police and security officers who have 

contributed to the spread of economic crimes, such as drug and alcohol trafficking, etc;

•	 Libya has a beach with a length of 1955 km. This geographical advantage is a real 

obstacle to monitor smuggling operations along the Libyan marine beaches.;

•	 The Libyan citizen has the freedom to own more than one personal current bank account 

in more than one bank. These accounts are used to hide illegal funds by distributing 

them into small shares on these accounts;

•	 There are minefields since World War II on the border between Libya and Egypt. Criminal 

fishers use mines in these fields to make grenades for fishing.

The biggest challenge that will face the new Libyan government

After the revolution of February 17, 2011, Almost all Libyans have weapons, more than 25 

million pieces of weapons are in the homes of the Libyans and their cars. This problem will 

represent the greatest challenge that will face the new Libyan government when trying to fight 

of crimes of illegal gain and money laundering.
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Results

This study relied on analyzing and classifying data and information recorded in the records 

of the judicial and security authorities in Libya, Transparency International reports, and the 

reports of the United Nations Mission in Libya. As well as, analyzing, studying and evaluating 

the lived reality in Libya over the period under study. The most important results of this study 

are represented in the following two facts: 1) The Gaddafi regime (the dictatorial political 

system) contributed to the spread of economic crime, including financial and administrative 

corruption, in the public sector institutions in Libya. Poverty, the dictatorial political system 

and the weak performance of the security and oversight bodies contribute directly to the 

spread of economic crimes in any country. During Gaddafi's rule in Libya, the Libyan state 

was classified as a failed state plagued by corruption; 2) After the collapse of dictatorship in 

Libya, "the end of Gaddafi's rule" the rate of economic crime (in all its types and forms) has 

increased dramatically, foretelling a catastrophic situation. It should also be noted that after the 

February 2011 revolution, other types of economic crimes appeared that did not exist during 

the Gaddafi era, such as human trade, illegal immigration and arms trade. 

RECOMMENDATIONS

First: regarding fighting the phenomenon of illegal earning 

(1) The need to find serious cooperation between neighboring countries and the Libyan 

authorities in the field of guarding and controlling the Libyan borders" strengthening border 

surveillance," to prevent the smuggling of goods, fuel, drugs and illegal immigration" the 

necessity of signing binding agreements with neighboring countries to protect the common 

borders"; (2) Improving the economic conditions of the sons of Libyan people to prevent the 

phenomenon of the illegal gain and money laundering; (3) The need to confiscate weapons from 

the hands of the sons of Libyan people, so that the security forces (police and security men) can 

fight the phenomenon of the illegal earning and money laundering; (4) Removal of subsidies 

on basic goods, fuel and medicines to prevent the smuggling of subsidized goods, fuel and 

medicine to neighboring countries. Changing the economic policy regarding subsidized goods 

from direct to indirect subsidies" from support in the price of goods to support in increasing 

the purchasing power of Libyans"; (5) Increase the salaries of policemen and material and 

moral incentives to ensure their loyalty during fighting operations of the illegal earning; (6) 

Not allowing more than one personal current bank account per person" as a precautionary 

measure to combat money laundering through bank accounts"; (7) The necessity of activating 

the role of the courts of economic crimes in Libya; (8) The necessity of the strict control on 

the Libyan ports and airports to prevent the smuggling of alcohol, drugs and money; (9) The 

need to develop Libyan law in the field of fighting of illegal earning and money laundering, as 
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well as the development of Libyan prisons to be appropriate for the rehabilitation of criminals; 

(10) The need to find radical solutions to address the phenomenon of unemployment in Libya; 

(11) The need to remove corrupt businessmen from engaging in economic activity in Libya, to 

exclude all corrupt leaders and officials, and to cleanse public sector institutions from them.

Second: regarding fighting the phenomenon of money laundering

The Libyan authorities should establish the Financial Intelligence Department to contribute 

to combating the phenomenon of money laundering, with the need to find coordination 

and a working mechanism among the Financial Intelligence Department, the banks, the real 

estate registry offices "Real Property Register" regarding the exchange of information about the 

movement of ownership, deposits and cash withdrawals from banks. In addition to the need to 

find coordination and a working mechanism between the Financial Intelligence Department 

in Libya and the authorities in neighboring countries. 

CONCLUSIONS

There is no doubt that the illegal "dictatorial" political system in Libya was a major cause 

of the emergence and growth of the phenomenon of illegal gain, "economic crime". That 

system – which contributed to the spread of bad economic phenomena such as poverty and 

unemployment within society despite the fact that Libya is a rich country, is the first and last 

responsible for destroying the moral values of most of the Libyan people. When the illegal 

political system was overthrown in Libya in 2011, the rate of economic crime increased 

dramatically as a result of the emergence of overwhelming chaos. This chaos, which was 

and still is accompanied by a state of fierce political conflict between the blocs and political 

parties. 

In general, a group of facts about the phenomenon of economic crime in Libya can be 

drawn as follows: 

Dictatorial Political system in Libya was one of the difficulties that prevented the process of 

money laundering fighting and the illegal gain. Dictatorial Political system in Libya was turning 

a blind eye to criminal activities associated with the illegal gain and money laundering which 

was executed by Members of the Revolutionary Committees and the Revolutionary Guards 

in return for (In exchange for) providing protection to this system and to stay in power as 

long as possible. The spread of poverty and unemployment among the sons of Libyan people 

contributed to the growing phenomenon of the illegal gain and money laundering. Lack of 

effective oversight bodies and security services contributed to the growing phenomenon of the 

illegal gain and money laundering. 

After the revolution of February 17, 2011, there is a noticeable increase in the rate of 

economic crime caused by the collapse of the Libyan state and its institutions, political chaos, 

"political instability", lack of effective oversight bodies and security services, the spread of 

weapons in people's hands, the emergence of armed gangs, militias, and organized crime.
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There are some difficulties that will face the new Libyan government to fight of money 

laundering phenomenon and the illegal gain. The new Libyan government will face great 

challenges, that challenges are the spread of weapons and the vast geographical boundaries 

when fighting of phenomenon of the illegal gain and money laundering; Proliferation of arms 

in the hands of the people is the most important difficulty that will prevent the fight against 

money laundering phenomenon and the illegal earnings; The lack of possibilities to guard the 

geographical boundaries of Libya to prevent illegal immigration and smuggling of goods and 

drugs. 
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Introduction

Due to the growing publications and news feeds full of local environmental problems and 

climate changes, the concept of "ecological boomerang" is becoming more and more 

relevant [1]. According to U. Beck, all this is the result of centuries-old human expansion 

into the biosphere and the natural world around him. Nobel prize laureate Yuan Tseh Lee, 

opening the XVII Congress of the International Sociological Association in 2010, noted: if 

population growth and the amount of energy consumed per capita continues at the same rate, 

the resources available on the planet will soon simply not be able to cover the growing needs 

of the Earth's population [2]. Today more companies are forced to invest more and more efforts 

and resources to restore the environment. 

The focus of international organizations on solving environmental problems and attempts to 

take into account the current needs of states and corporations is obvious. This solution was the 

concept of sustainable development. Activities within the framework of the latter are formulated 

in the UN Declaration on "Sustainable Development Goals from 2015 to 2030" [3]. It includes 

17 formulated goals, combining 3 key fields of interaction within society: economic, social, and 

ecological. Within the framework of sustainable development, measures are being implemented 

aimed at optimal use of limited resources and the use of eco-friendly – natural, energy, and 

material-saving technologies [4]. The preservation of the stability of social and cultural systems 

and ensuring the integrity of biological and physical natural systems are also emphasized. 

Following the general concept, the concept of sustainability is transferred to narrower industry 

concepts (such as, for example, sustainable fashion, etc.). Nature is socialized, man is dependent 

on it, and the formation of ecological consciousness and the motivation of eco-activism is a 

necessary condition for its further sustainable development.

Thus, on the one hand, this problem can be considered at the level of production management 

("from above"). But due to the slow pace of changes in production technology, the changes are 

not obvious, especially for ordinary people, the growing dissatisfaction with the lack of ways 

and results of reducing the burden on the environment, on the other hand, the awareness and 

activity of individuals or communities increases ("from below"). New forms of environmental 

activity are being formed, including in the form of spontaneous cleaning of territories and at 

the level of conscious or controlled consumption. 

At the same time, from the point of view of forming and developing public opinion, it is 

important to note that the increase in production volumes, the job creation and the struggle for 

consumer markets has also led to an increase in education and material well-being of citizens. 

This, in turn, was the impetus for rethinking the concept of "ecological lifestyle". We can talk 

about its new configuration, the variety of stylistic repertoire of actors, as well as their new 

form of inclusion in the information field of the ecological agenda with various practices of 

environmental activism. Internet interaction in social networks is becoming such a new field, 

creating the opportunity for the inclusion of a large number of resources, including the users' 
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attention and their involvement in eco-activism. User engagement becomes a key resource of 

the post-information society. 

At the turn of the 1980s, W. Catton and R. Dunlap outlined the principles of the 

"New ecological paradigm", which states that nature is a socially significant force [5]. 

O. N. Yanitsky notes that "ecological culture is not exotic, but an ethical system, that 

opposes the ethics of consumer society" [6]. Thus, social, and individual activities within the 

framework of the new ecological culture should be reproduced at the level of institutions, 

including market institutions. The necessary structural elements are government structures, 

business communities (shops, brands), non-governmental organizations, mass media, and 

many others.

Due to the R. Inglehart’s concept and the hypothesis of "objective problems and 

subjective values" [7], it is obvious that the desire to take responsibility for the 

environment by individual citizens is associated with two different factors: external 

and internal. A. E. Geger and S. A. Geger also write about this, pointing out that "first 

of all, residents of regions where there are objective environmental problems, as well 

as residents of megalopolises, carriers of post-materialistic values, are included in eco-

active activity" [8].

Materials and Research Methods

A mixed data collection paradigm was applied during the study, which includes 

analysis of both primary and secondary information. Primary information was collected 

using three methods: content analysis, online survey (quantitative strategy), and 

semi-formal interview (qualitative strategy). The content analysis of social networks 

"Vkontakte" and "Instagram" was carried out in the context of the analysis of existing 

communities actively included in the eco-agenda, study of participants' accounts. 

Then an online survey was conducted. The sample consisted of 204 respondents – 

residents of Ekaterinburg at the age of 16–35, selected on the basis of the criterion for 

using the social network "Instagram" at least once a week, the presence of eco-content 

in the feed. The "snowball" method was used as the selection method. There were 

also 22 (11  girls and 11 boys) semi-formal interviews with users, who have different 

experiences of involvement in the eco-agenda.

The study was conducted from March 24 to April 30, 2020. The quantitative data array 

was processed using the "Vortex" program, and the interview database was processed using 

the "Nvivo" program and frame analysis.

An appeal was made to the secondary data of VCIOM, analytical articles, and expert 

opinion that are in the public domain.
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Literature analysis

The phenomenon of eco-activism is multi-layered and consists of a complex of environmental 

values, decision-making methods, and activities of individual and collective actors in 

accordance with ethical and legal norms.

P. O. Ermolaeva notes the fine line between pro-environmental behavior and environmental 

activism. Eco-activism in the researcher's understanding is a more "concentrated" manifestation 

of environmental behavior. Environmental activism is not so much a preventive, individual 

practices, but a conscious effort (activity) to produce public initiative acts. The purpose 

of which is to influence social and environmental policy in the region [9]. N. N. Sedova, 

analyzing the phenomenon of civil activism, identifies groups of "activists", "sympathizers", 

"alienated". This division is based on the criteria of inclusion in active political and non-

political social practices, as well as on the readiness to support social movements [10]. There 

are also two conditional forms of participation: "active", involving participation in actions, 

dissemination of information, struggle for solving problems, and "parade", involving "quiet" 

irregular participation, such as signing petitions and participating in votes. There is also a 

broader approach to defining the core of activism, taking into account the scale and nature of 

the impact of digital communications on civil and political activism. P. Norris characterizes 

the role of online activism in the theory of the virtuous circle. It is noted that the use of mass 

media will contribute to the activation of those involved, rather than to the mobilization of 

new participants in the political process [11]. According to experts, the institutionalization 

of eco-activism in Russia is implemented in the environmental protection activities of public 

organizations, which is mainly carried out in the form of environmental protest [12]. 

Eco-activism is realized in various types of social activity: political, economic, cognitive, 

etc. Within the latter, social knowledge is produced, but the process of its production is more a 

practice than a theorization, and its result is not so much the "facts" of an objective dimension, 

but the result of agreements and consensus [13]. It is also worth taking into account the variety 

of implemented forms and practices, as well as the degree of entrenchment of activism in the 

everyday life of its participants. The uniform intensity of practices, as well as the breadth of 

dissemination, indicate the formation of stable groups that consistently support activity, having 

a predictable nature of actions. In turn, the localization of practices in certain areas and in 

certain social groups indicates the random, unstable nature of activism, its unpredictability. 

Let us consider examples of practices. Old waste recycling practices are returning and 

new ones are emerging (for example, in Yekaterinburg, there are monthly separate waste 

collection campaigns "New Acropolis", "Clean Yekaterinburg", waste collection stations 

"Mega shopping center" are being created, "ecotaxi" is functioning, etc.) and reuse of things, 

extending their lifespan (flea markets, swaps, garage sales, charity shops, second-hand stores 

and rag fairs). These practices, entrenched in environmental consciousness, demonstrate 

transition from activism to the routine of environmental behavior, making it part of the 

lifestyle and environmental culture.
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Research results and discussion

According to the annual international research "We are social", as of January 2020, the 

Internet penetration rate in Russia is 81% of the population – 118 million people have access 

to it. At the same time, the domestic audience of social networks is 48% – that is, 70 million 

people. According to statistics, on average, a Russian user spends 6 hours 38 minutes on the 

Internet daily. This is almost 100 days a year per person and 40% of the waking time [14]. The 

Internet has so permeated our daily practices that "we almost don't think about the Internet – 

we rather think with the Internet" [15].

The user mobilization property is one of the key properties of Internet interaction. J. Earl and 

K. Kimport [16] describe the mobilizing role of the Internet in the context of three situations. 

The first situation: The Internet provides great opportunities for media coverage of protest 

activities and interaction with traditional media. The second situation: it is easier to organize 

a social movement online, because the dissemination of practices and information about how 

to act is more effective. The third situation: using online media, you can minimize the role of 

traditional media, which means it is easier to contact a wide audience directly, reducing the 

number of intermediaries. 

I. A. Bronnikov emphasizes the mobilization role of the Internet in the manifestation of eco-

activism, identifying eight categories of Internet initiatives [17]:

1. "Complaints" services, appeals to the authorities on pressing problems (rosyama.ru, quels.

ru, gosuslugi.ru, etc).

2. Submitting online petitions (change.org, activism.com). Online petitions are noted as 

practices with controversial results, but they ensure the gradual involvement of citizens 

in communication on socially significant issues. Calls for signing online petitions are also 

common within online environmental movements, for example, they are often used at 

"Greenpeace" sites. 

3. Fundraising services (kickstarter.com, indiegogo.com, booomerang.dk). They involve a 

circle of people who are not directly participating in social movements, but who want to 

contribute to solving problems.

4. Crowdsourcing services (online maps for separate waste collection – recyclemap.ru, 

ecofront.ru – a map created to combat littering and unauthorized landfills).

5. Services for coordination of civil activities, resource mobilization (lizaalert.org – people 

search service, https://nasiliu.net – crisis center for violence victims, recovers.org – the help 

center for disasters victims, etc.).

6. Discussion services are platforms for gathering opinions on certain issues. Since 2013, 

the Internet resource "Russian Public Initiative" has been launched. Such Internet platforms are 

increasingly used in the practice of state and municipal administration.

7. Citizen journalism or user generated content (URG). Information and communication 

systems of a semi-professional and amateur character within the Internet interaction [18].
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8. Electronic referendum platforms. The implementation of Internet technologies in the 

system of electronic referendums solves the following tasks: involvement of the general 

public (especially young people aged 18–24) to the discussed problems; reducing the cost of 

organizing and conducting events; prompt feedback; legitimization of power decisions.

In Russia, an illustrative example is the experience of the Moscow Government, which in 

2015 managed to attract more than 1 million residents of the capital to participate in solving 

urban problems using the "Active citizen" app (ag.mos.ru). 580 votes on city initiatives were 

held in the app: selection of places for planting green spaces, measures to improve the work 

of healthcare institutions, launch of new urban transport routes, etc. 250 decisions of the city 

authorities were made based on the Moscow citizens’ opinion [19].

Let us consider the features of online interaction in social networks.

In the social network Vkontakte we can find three main formats of communities. First, 

communities of general environmental issues. These communities can highlight the eco-

agenda in the following ways: as a demonstration of natural resources, landscape features, rare 

species of animals to news on the eco-agenda. Issues of ecological spirituality and creation 

of new ecological ideologies are covered. Ekaterinburg's social network communities often 

do not have close network connections with other environmental organizations and very few 

international connections. Because they are mostly apolitical, their relations with the authorities 

are neutral or distant. At the same time, commercial projects are possible on these platforms 

(for example, advertising campaigns, etc.). The largest coverage is represented in the group 

"Ecology of Russia" – 421 871 community members, the main array of such communities lies 

in the range 10 000 – 20 000 participants.

Second, communities of environmental organizations and movements. The specificity 

of these communities is their relative institutionalization and the possibility of access to 

international environmental issues (climate change, biodiversity, sustainable development). 

There is a high probability that these organizations will be opponents or critics of local and 

regional authorities who oppose the existing state environmental policy. Their leaders are often 

naturalists and other scientists. The most noticeable among such organizations is "Greenpeace 

of Russia", community coverage in "Vkontakte" – 164 214 participants. The strategy of this 

organization's presence in Internet interaction is a full-fledged media with many projects, 

presence on all platforms, and daily posting of news and articles. A slightly smaller player is 

the "Separate collection" movement, specializing in the topic of separate waste collection – 

75 771 participants However, the majority of such communities have up to 10 000 members.

Third, regional communities concerned about the state of the environment. As a rule, these 

are initiative groups, quite informal, without an office and paid staff. Activists tend to focus 

on issues of local concern, such as cleanliness and safety of recreational areas, environmental 

awareness of citizens. It is based on local resources for the implementation of its activities. 

Although some groups sometimes receive small grants, they generally try to exist without 

financial resources, surviving on the enthusiasm and volunteerism of their members or through 

local donations. Obviously, the coverage of regional (local) communities has some limits in 
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the form of a general population of the locality whose interests it represents. In Ekaterinburg, 

all communities are limited to participation of up to 10 000 people.

In the social network Instagram, there are other forms of online interaction: accounts 

of certain bloggers; resources on environmental education; stores, offering environmental 

products.

Bloggers provide expert opinion on the current situation. The account name may include 

an eco-marker that identifies the profile orientation. As a rule, accounts dedicated to the 

eco-agenda have markers of belonging to eco-activism. This can be the name of the profile, 

a description of the activity in the profile header, or the presence of certain rubrics with 

hashtags (for example, # ecolara). The coverage of these profiles can vary greatly, often 

also depending on the blogger's experience (easyeco.tips – 602 000, tashatale – 115 000, 

yuliakurkuma – 10 000).

Profile accounts take the position of social movements and organizations, but profile 

magazines on eco-topics are also possible. News services and media covering the values of an 

ecological lifestyle, as well as problems related to the situation in the country and the world 

act here as broad-topic accounts. The coverage of these accounts can also be high in the 

sphere of global media projects, in addition to "Instagram", actively broadcast on TV (natgeo – 

137 000 000, bbsrussian – 260 000, unicef – 5 500 000). Of the "partisan" resources, the 

projects with the largest coverage are: ecogolik – 82 400 000, theblueprint.ru – 50 100 000, 

villagemsk – 95 900. The next level is the level of regional initiatives and projects (zws_

school – "zero waste" school – 4 747, biozavrproject – eco-taxi in Ekaterinburg – 4 734, vesh.

dobra – clothing recycling project in Chelyabinsk – 2 083).

Accounts of stores with mass-market goods are highlighted, the concept of which is an 

eco-friendly lifestyle, sustainable development and specialized stores of eco-goods, natural 

cosmetics, and farm products. As a content strategy, such stores often choose educational 

activities (form the need for goods), acting as magazines about an eco-friendly lifestyle 

with tips and informational posts. General stores: nike – 112 000 000, hm – 35 200 000, 

cocacola – 2 700 000. Profile stores: neoplastic – 44 800, noplasticitsfantastic – 38 800, 

priroda_shop – 11 700.

Such a broad media representation of environmental issues also affects the conscious 

search for information by citizens. There are three main groups of citizens: active, moderate, 

and passive.

The position of an active participant in eco-activism can be declared as "interested and 

acting". The interest focuses on the themes of globality and awareness that we have mentioned, 

but it may specialize in specific niches (for example, sustainable fashion, veganism, etc.). 

The broadcast of values, knowledge and lifestyle of an activist involves vigorous activity, for 

example, handing over clothes for recycling, opening your own second-hand store, speaking 

at events as a speaker on creating a conscious wardrobe, introducing eco-habits in everyday 

life, participating in promotions, etc. This unity of online and offline activity ensures the 

harmonious development of all aspects of the activist's activity, as well as provides him with 
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material for publications and experience to confirm the expert status. The activist "programs" 

his networks: he creates a network of rubrics to construct the meanings of his blog, and also 

generates micro-frames and mobilization frames aimed at strengthening engagement within 

the Internet interaction. The individual’s identity merges with the identity of an activist and 

an expert (this can be seen by the activist's markers – usually signatures in social networks), 

becomes an important aspect of life and permeates all spheres of activist’s interaction.

 

Figure 1 Semantic map of a moderately involved informant in eco-activism

The position of a moderately involved user in eco-activism can be declared as "interested 

and trying to implement some practices" (the semantic map of the moderately involved is 

shown in fig. 1). Interest continues to focus on mentioned themes of globality and awareness, 

but it can spread and flow from one to the other. Moderately involved in eco-activism users 

do not form the identities of the eco-movement – they are at a stage when the eco-agenda is 

included in an extensive list of interests. This, on the one hand, allows them not to focus on 

narrow issues, and, on the other, to be receptive to new ideas.

The position of a passively involved user in eco-activism can be declared as "interested, 

but not reflexed" (the semantic map of the passively involved is shown in fig. 2). At this stage, 

the user can already share many values and practices of activism (philosophy of balance, 

minimalism, consumption reduction, resource saving practices), but do not reflect their 

belonging to the movement and do not mark themselves as part of it. "Entry points" to passive 
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engagement can be broad themes of eco-activism, such as conscious consumption and 

sustainable development. The emergence of this direction is associated with a sharp increase 

in the social base of environmental activism in recent years.

There is a shift in emphasis from ideology and a sense of duty ("you must save the planet") to 

rational choice and a sense of self-care "you deserve it", "any contribution is important"). The 

construction of the "any contribution is important" frame, as well as the confirmation of the 

rationality of choosing an eco-friendly lifestyle, makes it possible to recruit a mass of passively 

involved people, who share the values of the movement and gradually move towards more 

intensive engagement strategies.

Figure 2 Semantic map of a passively involved informant in eco-activism

According to the results of the survey conducted among residents of the Russian megalopolis 

Ekaterinburg, it is obvious that the topic of conscious consumption (76%) is primarily concerned 

(fig. 3) among other environmental problems

The evidence for changing values and influencing consumer behavior is numerous. Research 

shows a reduction in purchases of plastic bags. According to VCIOM data, 27% of Russians 

repeatedly use plastic bags, without buying new ones, to protect nature, while 85% are ready 
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to completely refuse to buy plastic bags (data from 05.06.2019) [20]. The purchase of personal 

vehicles is reduced. Thus, according to the results of the VCIOM research (August 18, 2020), 

the share of people who believe that in order to combat climate change, everyone needs 

to significantly reduce the consumption of various resources (for example, fly less by plane, 

abandon plastic and personal vehicles, not eat meat and dairy products and the like) was 19% 

in Russia, and 23% in Moscow and St. Petersburg [21]. It is obvious that this topic is more 

relevant for residents of megalopolises and they are ready to change their consumer practices 

towards their restrictions.

 Figure 3 Topics of interest in the field of ecology

Conclusions

Active information influence through social networks forms the concept of "eco-guilt" or 

"eco-shame" [22] among the population of megalopolises, which is expressed in the desire 

to control consumption practices. Surveys conducted by VCIOM and other public opinion 

research centers show that more and more Russians are concerned about the environmental 

situation in the country, region, and place of permanent residence. And the practices of 

changing consumption are also obvious, in favor of models of "simple life, "downshifting", 

"voluntary simplicity" [23], etc.
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Introduction

World Trade Organization (hereinafter-WTO), established in 1995 on the basis of 

the General agreement on tariffs and trade. It is an international organization that 

operates in accordance with the rules, governing trade, and economic issues. Today, the 

WTO has 164 members. 

Accession to the WTO is not only a serious test for the Russian economy, but also a 

chance to modernize the economy, increase competitiveness, and take a worthy place 

in the world economic space. 

There is a problem that needs to be resolved: how to interact on trade issues in the 

world market with the fullest possible consideration of national interests. At the same 

time, it is obvious that a return to isolationism is impossible [14, p. 26]. In accordance with 

the National Security Strategy of the Russian Federation until 2020, for the sustainable 

development of our country, it is necessary to fully realize its national interests [43]. 

Literature Review

The history of the long-term process of Russia's accession to the World Trade 

Organization is covered by a significant amount of literature [4; 9; 10; 18; 24; 25]. Russia 

was close to joining the WTO in 2006, 2008, and 2009. (as part of the Customs Union 

with Belarus, Kazakhstan) [21, p. 48]. In the preparatory process, the legal component 

was important, and the possibility/necessity of holding an all-Russian referendum in the 

country was discussed. However, in accordance with the Constitution of the Russian 

Federation, this issue is the competence of Federal state agencies [26]. 

The Protocol on Russia's accession to the WTO was signed on December 16, 2011 [28]. 

However, economic experts were ambivalent about the usefulness of such integration 

for the Russian economy. We have analyzed works on the conditions of membership 

and possible consequences of Russia's accession to the WTO [6; 17; 20; 27; 31; 33; 34; 

36; 39; 46; 47; 48]. The general conclusions of independent experts holding a positive 

opinion on Russia's accession to the WTO show that accession will not cause systemic 

problems in any sector of the Russian economy. According to experts, in the near future, 

there may be problems for individual enterprises that are already not competitive at 

the moment. Supporters of Russia's accession to the WTO had their own economic 

arguments, for example, according to the World Bank, Russia's accession to the WTO 

will add 3.7% to the country's GDP in the period from 2012 to 2016, and 11% in the 

period from 2012 to 2021.
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Materials and research methods

The methodological basis for the study of the interaction and security issues during Russia's 

accession to the WTO was a set of general scientific and specific scientific methods, including 

logical, concrete-historical, comparative, analysis method. The specificity of the research subject 

determined the use of conceptual and systematic approaches. The conceptual approach made 

it possible to determine the overall research direction of the problem of interaction and security 

of the Russian economy during the country's accession to the World Trade Organization.

Research results and discussion

For Russia, it was crucial to develop a competitive environment, stimulate market 

transformations, improve legislation in accordance with international law, harmonize domestic 

standards with international ones, an inflow of investments due to an improvement in the 

investment climate, improve the country's international image, create conditions for stopping 

capital outflows abroad. V. V. Ivanter believes that "without the WTO, domestic producers 

cannot be disciplined, but it will be easier to do so within the WTO. In this sense, the WTO is 

an excellent external stimulus and irritant" [11, p. 22].

Based on this, Russia, joining the WTO, pursued the following goals: obtaining the best 

non-discriminatory conditions for access of Russian products to foreign markets in comparison 

with existing ones; access to an international mechanism for resolving trade disputes; creating 

a more favorable climate for foreign investment as a result of bringing the Russian legislative 

system in line with WTO standards; participation in the development of international trade 

rules taking into account national interests; strengthening the market economy, developing a 

competitive environment, and improving the legal framework for managing the Russian market 

that is adequate to world practice; intensification of structural reforms and efforts of Russian 

enterprises to increase competitiveness in the highly monopolized Russian economy, which 

is important for investment motivation to reconstruct obsolete production and increase its 

technical level; improving the Russia's image as a full participant in international trade, which 

should contribute not only to increasing the flow of foreign capital and services to the Russian 

market, but also to the formation of Russian TNCs, expanding their investment opportunities 

abroad and, as a result, strengthening the competitive advantages of the Russian economy.

A. N. Zakharov, A. V. Trusenev call a number of features characteristic of the Russian economy 

at the time of accession to the WTO: depreciation of fixed assets, uneven economic and social 

development of regions, high resource intensity and cost of production, the predominance of 

non-competitive technologies by modern standards (except for the MIC), criminalization of the 

economy. Researchers believe that all this entails a strong dependence of economic modernization 

on the inflow of foreign capital, and, as a result, economic and social instability [49].
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Many studies note that Russia's participation in the WTO gives our country a number of 

strategic, political and economic advantages, the achievement of which is the pragmatic goal 

of accession to the WTO. According to M. U. Medvedkov, Russia's accession to the WTO will 

provide the following:

•	 employment growth, lower prices for a number of everyday goods and medicines, the 

formation of a competitive market;

•	 the opportunity to protect interests in foreign markets, participate in the development of 

international trade rules;

•	 improving the country's image as a full participant in international trade, increasing the 

flow of foreign capital and services to the Russian market, forming Russian TNCs, and 

strengthening the competitive advantages of the Russian economy;

•	 ability to get information from all market participants about goods, prices, and business 

partners [3]. 

The experience of the WTO member countries shows that WTO membership and maximum 

liberalization of foreign economic relations allowed them to effectively solve the problems of 

creating and developing new high-tech industries, as well as increasing their competitiveness 

in the world market. Thus, in South-East Asian countries, one of the main factors of economic 

growth in the 60–70s of the 20th century was rapid integration into the world economy, whose 

open trade and investment policies facilitated access to the scientific and technical potential 

of developed countries, and contributed to increasing the competitiveness of their national 

companies.

At the same time, attention should be drawn to some WTO problem zones, the elimination 

of which, in our opinion, will ensure more effective regulation of foreign trade relations in 

the world market. This is, first of all, the need to adjust the content of the WTO principles, in 

particular, the principle of justice; the problem of reducing customs barriers and improving 

foreign trade legislation; the problem of improving national competitiveness, organizing 

cooperation in accordance with the WTO legal norms. 

Due to the fact that accession to the WTO is only the beginning of the process, it seems 

appropriate to identify some of the risks and expected consequences related to Russia's 

obligations upon accession to the WTO, in such areas as the economy, finance, taxation and 

customs relations; the sphere of integration relations in the post-Soviet space; the sphere of 

ensuring the country's defense capability; the sphere of access and use of natural resources.

Let us consider each of the above-mentioned spheres. In the sphere of economy, finance, 

taxation and customs relations, the following changes are expected in the Russian market: 

•	 presence of transnational corporations with cheaper products;

•	 budget losses due to lower customs duties;

•	 the reduction in the number of enterprises (especially in the agro-industrial complex) 

due to the WTO ban on state support for enterprises in the form of subsidies, tax reliefs, 

subsidies, preferential prices, etc., which may cause a food security issue;

•	 complication of the situation in manufacturing industries with a high degree of added 
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value (pharmaceutical, electronics, tire, textile, etc.);

•	 increase in the number of unemployed.

In order to minimize the risks for the Russian market, the government has planned measures 

to adapt the economy to the new conditions, including reducing the average weighted rates of 

entrance customs duties, thinking through the taxation mechanism, and others.

In the sphere of integration relations in the post-Soviet space, we should talk about two 

Eurasian integrations – the post-Soviet (Northern and Central Eurasia) and the continental 

(Eurasian continent). According to E. Vinokurov and A. Libman, this conclusion is not so 

obvious, as many supporters of post-Soviet Eurasian integration fundamentally reject continental 

Eurasian integration. Paradoxically, but in the understanding of a number of experts, "Eurasia" 

does not include "Europe" [29; 45]. If in the 1990s the Eurasian integration was not the 

subject of serious analysis, now this issue is being understood, moving not only to the field of 

constructive discussions, but also to the level of state foreign policy doctrines: the decree of the 

President of the Russian Federation was signed (May, 2012), in which the tasks of integration 

on the Western and Eastern vectors are normatively fixed [44]. B. T. Abdishev, V. V. Rudko-

Silivanov, E. Vinokurov, A. Libman and other researchers believe that the conceptual and 

practical significance of the Eurasian continental integration remains marginal, its potential 

practical significance has not yet been realised, and overcoming existing contradictions is still 

an urgent task [1].

It should be noted that economic integration in the CIS – the Customs Union, Common Free 

Market Zone, Eurasian Economic Community – is an essential element in the development of 

national economies. As it is known, the Eurasian Economic Commission (February 2012) and 

the Eurasian economic Union (January 2015) were organized. Economic integration is also 

necessary as a security mechanism for the WTO member countries.

In the field of ensuring the country's defense capabilities, financing of technical modernization 

programs in connection with accession to the WTO becomes problematic, and the position 

of enterprises that make up the defense industry is unstable. V. U. Katasonov believes that 

after Russia's accession to the WTO, the MIC faces a threat to turn into a set of "screwdriver" 

enterprises that are completely dependent on transnational corporations [33]. These concerns 

are caused by concrete measures. Thus, the US Congress adopts the National Security Strategy 

(2006), which refers to a preventive war, the purpose of which is to long-term entrench the 

resources of the country (region) to global corporations, and the essence of the content in 

unarmed violence: economic, ideological, political, information and psychological, etc. [12]. 

The above confirms the need to increase attention to the issues of the country's defense 

capability and compliance with the principles and provisions of collective security.

The sphere of access and use of natural resources is also undergoing changes with Russia's 

accession to the WTO. For example, commitments have been made to increase the prices of 

natural resources to the level of export, to allow foreign legal entities and individuals from 

the WTO member countries to provide geological, geophysical scientific research services 

without restrictions. It should be noted that these conditions may lead to the loss of ownership 
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of geological information about subsoil, the advantages of domestic subsoil users in obtaining 

the right to develop mineral deposits discovered by foreign companies, the exclusive right 

to intellectual property objects created on the basis of geological information about subsoil 

resources. At the same time, the legislative and regulatory framework of the Russian Federation 

needs to be brought in line with the WTO standards. So, the law of the Russian Federation "On 

subsoil" [50], legislation on product sharing agreements (PSA) contradict the WTO rules. 

Particular attention should be paid to the problems of harmonization of relevant normative 

legal acts of the World Trade Organization and the Russian Federation. With the accession to 

the WTO, it becomes possible to reflect Russia's interests in the WTO law, to benefit from the 

rule of law within this organization. The WTO law requires states to unify domestic legislation. 

Now the domestic law of states must "adapt" to the norms of the WTO law (International 

Trade Law). The WTO law participates in the formation of Global Law and the Global Legal 

System [22; 36; 39]. State enterprises are in some ways placed under a special legal regime: 

they are directly addressed to the requirement to follow the principle of non-discrimination and 

commercial considerations when buying and selling on import (export) [38]. Within the WTO, 

there is a differentiation of international legal regimes, most of the multilateral agreements from 

the WTO package are fully integrated into the WTO and are binding on all its members [29].

S. Batchikov, U. Petrov, V. Kumykov criticize the key role of the WTO in establishing 

"a world order that includes high-tech production, financial resources, and high consumption 

standards at one pole, while archaic economic and social structures, chronic capital deficits, 

and mass poverty at the other" [2; 16; 23].

WTO law is a comprehensive formation (set) of international treaty norms of a substantive, 

processual and procedural nature, enshrined in several dozen interstate agreements, among 

which the fundamental ones are: GATT (General agreement on tariffs and trade); GATS (General 

agreement on trade in services); TRIPS (Agreement on Trade-Related Aspects of Intellectual 

Property Rights); TRIMS (Agreement on Trade-Related Investment Measures); АоА (Agreement 

on agriculture); SPS (The Agreement on the Application of Sanitary and Phytosanitary 

Measures); ТВТ (Agreement on Technical Barriers to Trade); agreements on subsidies, anti-

dumping measures, and the financial market.

The WTO rules are implemented voluntarily by members of the organization. In conflict 

situations, the WTO governing bodies come into play, especially the WTO court (Dispute 

Settlement Body). Decisions of the Court are approved automatically unless there is a 

unanimous opinion on the refusal to approve them. That is, the party wishing to block 

the decision should convince all WTO member states (including representatives of the 

opposing party) to refuse his approval. Trade conflicts in the WTO are resolved by a 

special court – the Dispute Settlement Commission, designed to protect the interests of all 

countries belonging to the organization. 

Some features of the WTO's jurisdictional bodies should also be taken into account. First, 

the WTO law is of a case-law nature, and court decisions are based on previous decisions, 

despite the fact that actual public relations have already changed, objects and participants 
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in contractual relations have been transformed. Second, case law is most developed in the 

United States and Great Britain, has been implemented in the activities of many international 

organizations, and often applied in the interests of transnational corporations. In the same row, 

there is a third feature, which is the presumption of guilt, i.e. the accused party in violation of 

the WTO rules must prove their innocence. In a number of cases, the interests of international 

trade capital, international concerns and banks are protected.

Serious concern is caused by the draft WTO documents, providing for a sharp restriction of 

the sovereign rights of States to regulate investment processes in their territories. There may be 

a situation, when the adopted laws aimed, for example, on environmental protection or public 

health protection, may be repealed by the WTO as "restricting competition". V. M. Shumilov 

believes that the WTO law does not fully comply with the principle of justice, moral values, 

and universal legal consciousness [36, p. 36]. The risks are that the state interests of the WTO 

member countries may not be sufficiently reflected in international trade law and the country 

will not be able to sufficiently influence the formation of its norms and principles [36].

Since the 90-s of the 20th century, Russian legislators have done serious work to harmonize 

national legislation, including in preparation for accession to the WTO, with international 

legal norms, and to improve their own legal system and law enforcement practices in order 

to modernize the economy, develop foreign trade, improve taxation and customs relations. 

Important in this regard was the Action Plan for bringing the legislation of the Russian Federation 

in line with the norms and rules of the WTO (approved by the order of the Government of the 

Russian Federation of 08.08.2001 No 1054-r) [40]. In accordance with this Plan, a number of 

new Federal laws were adopted, in particular, on foreign economic activity: Federal Law of 

December 27, 2002 No 184-FZ "On Technical Regulation" [41]; Federal Law of December 8, 

2003 No 164-FZ "On the Foundations of State Regulation of Foreign Trade Activity" [42]; 

Federal Law of December 8, 2003 No 165-FZ "On special protective, anti-dumping  and 

countervailing measures for the import of goods" [42].

It is important to note that the process of harmonizing the legislation of two or more 

actors involves reciprocity, consistency of interests, consensus-building, and the possibility 

of compromises. Even in a purely legal field, there are many issues that need to be resolved. 

For example, when the accession was still being discussed, one of the most relevant topics 

was the work of foreign lawyers. Theoretically, the country should open its market to foreign 

law firms as well, entering a common trading space. In this regard, attempts were made to get 

answers to questions: "Will the European legal services take away the work of our lawyers?", 

"What will happen to insurers, "What will happen to insurers, since after accession to the 

WTO, foreign insurance companies will be able to open their branches in the country?". 

We believe that the problem of admission of foreign law firms to our market still needs 

to be discussed, because within the WTO it is necessary to protect positions through the 

mechanism of legal procedures [15].

The transformation of Russia in the late 20th – early 21st century has sharpened the need for 

modernization processes. The trajectory of modern Russian dynamics is influenced by many 
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different factors, and possible scenarios for the development strategy are formed determined 

by both external and internal conditions [37]. Let us consider some scenarios of the situation’s 

development for Russia in connection with the accession to the WTO: 

•	 the catastrophic scenario is based on the following positions: it is economically 

unprofitable to develop real production and invest, the prospect is to become a peripheral 

raw material market, and the reduction of processing industries;

•	 optimistic scenario: existing protectionist measures are economically inefficient, 

fuel corruption and shift the cost burden to the final consumer; their abolition (or a 

significant decrease in the level of protectionism in certain industries) will give impetus 

to the domestic commodity producer; increased import volumes will lead to increased 

competition in the domestic market; the implementation of a transparent mechanism for 

calculating import duties will increase its collection and the level of market protection; 

improvement of the investment climate will allow attracting foreign direct investment; 

the expected result is modernization of production capacities, production growth, 

improvement of the quality and competitiveness of Russian goods, guaranteed non-

discriminatory access to foreign markets;

•	 realistic scenario: within the first 3–4 years after joining the WTO, Russia will be able 

to gain some profit by ending discriminatory measures against Russian exporters of raw 

materials in foreign markets, which will create additional jobs and increase capacity 

in enterprises currently suffering losses; during the transition period (5–8 years), tariff 

protection of Russian goods will be implemented.

Combining the efforts of scientists and practitioners, it is necessary to monitor the market 

situation and quickly move to a different, more efficient, economic trajectory.

Conclusions

The opinion of the World Bank experts is important, that at the first stage of accession to 

the WTO the inflow of affordable and high-quality imported products can lead to a decline in 

production at enterprises and increased unemployment. however, foreign direct investment in 

the future will increase the number of jobs, tax revenues and solvent demand of the population, 

which will be an additional incentive for the economy. 

It should be noted that the strategic goal outlined in the Concept of long-term socio-

economic development of the Russian Federation until 2020 should serve as a guideline for 

the changes. Russia's inclusion among the world's leading, economically developed countries 

is an imperative to preserve its integrity. 

In any political or economic decision, it is necessary to estimate not only the achievements, 

but also the possible risks, which is reflected in the Russian state's strategy in connection 

with Russia's accession to the WTO.
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interactive and digital ed-technologies are being actively developed 
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experience of using the simulator in educational process for business 
analysts.

Materials and methods. The research is based on standard 
methods of scientific analysis: evolutionary approach, comparative 
analysis. The empirical part of the study included conducting an 
experiment. The Program Complex “Business Course: Corporation 
plus”, group version was used as a training simulator. Assessment 
of the educational effect from the use of the simulator, the degree of 
involvement and interest of students in the educational process, the 
level of assimilation of the acquired knowledge were obtained using 
questionnaires and testing.

Results and discussion. The use of a business game simulator can 
be successfully integrated into the educational process for economic 
and financial program in the university. Corresponds to educational 
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INTRODUCTION

Nowadays, the world and domestic education system is following the path of innovative 

development. New interactive and digital technologies are being actively developed and 

implemented. One of them is simulators designed to form practice-oriented competencies for 

students. The higher education system was one of the first to respond to this challenge, and is 

actively beginning to introduce new digital and interactive models.

At present, the Government of the Russian Federation has developed the National Program 

"Digital Economy of the Russian Federation", its implementation period is from October 2018 

to 2024. In accordance with it, a course is set in the education system for the formation of digital 

educational and methodological complexes and educational simulators, virtual laboratories 

for implementation in educational institutions [13].

The speed of this process directly depends on the financial and human resources of the 

organization. They are needed to purchase equipment, communications, attract specialists, 

and develop teaching methods using digital complexes.

It should be noted that not all universities are ready for such innovations, primarily due to 

the lack of financial resources. The problem is compounded by the lack of methodology for 

using digital educational complexes in the classroom. At the same time, the development of 

new methodological support using digital technologies, the assessment of the achievements 

of learning outcomes requires significant labor costs from teachers [2; 11]. This hinders the 

movement of the educational institution towards the digitalization of education.

Therefore, the task should be reduced to the development of methodological support for 

digital complexes in the educational process. Further, it is necessary to assess the effectiveness 

of the use of this digital educational technology, which would reflect the assimilation of the 

material by students, the ability to apply the necessary theoretical knowledge for practical 

analysis, but the degree of students' interest in learning new material is no less important. 

The relevance of the problem of introducing digital technologies into the educational process 

determined the choice of the goal, subject and methods of this research.

Aim of the study: to estimate the experience of using the simulator in the educational process 

for business analysts.

MATERIALS AND RESEARCH METHODS

The research is based on standard methods of scientific analysis: evolutionary approach, 

comparative analysis, questionnaires. The empirical part of the study included conducting an 

experiment.

The study was attended 3rd year students of the educational program "Applied Economics 

and Finance" (03.38.01 "Economics"), of the Ural Federal University named after the first 
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President of Russia B. N. Yeltsin (Yekaterinburg), 53 people. The Program Complex “Business 

Course: Corporation plus”, group version (developed by Lomonosov Moscow State University 

and LLC “Higher Computer Courses of Business”) was used as a training simulator. 

Working with a simulator involves managing a virtual enterprise operating in a 

competitive environment. The programs include an integral assessment of management 

efficiency, game rating.

Assessment of the educational effect from the use of the simulator, the degree of involvement 

and interest of students in the educational process, the level of assimilation of the acquired 

knowledge was based on the approach of Byers et al, Peak & Hoffman, Sierra, which involves 

questioning the participants in the learning process using simulators and monitoring the 

assimilation of knowledge [4; 14; 18].

Based on test items, the formation of knowledge and understanding was checked. The game 

manager assessed information management skills, critical thinking skills, taemworks during the 

game. A 10-point scale was used.

ANALYSIS OF THE LITERATURE

Researches in the field of digital and interactive educational technologies can be conditionally 

divided into two main tracks. The first is a design of these technologies, maps for instructor 

and gamers. The second track is the assessment of students' perception of the educational 

technologies used. This can be concluded from the review by Chin et al [5].

In the study by Kirillova et al, it is noted that today in the educational segment, the main 

trend is connected with blended learning, gamification and simulation, practical orientation 

models. Simulation is a perspective educational technology that forms the student's practical 

experience, while there is a possibility of different scenarios for the development of the situation 

and their assessment [10].

Mohammadyari & Singh emphasized that the main educational tasks of simulators are 

reduced to the transformation of theoretical concepts into practical actions, the formation of a 

stable way of actions for solving specific practical problems [12].

The use of simulators in the educational process is reflected in publications. The analysis of 

articles in the field of simulation in education in the Scopus database allows to conclude that the 

first works on the analysis of the experience of implementing simulators began to appear back 

in the 1960s and 70s. In those days, simulators were as an exercise equipment (for technical 

sciences) and games based on developed scenarios (for social sciences). Computerization 

made it possible to develop more complex, but close to reality simulation models. The same 

conclusion was reached in the study by Hallinger and Wang. The authors identified 2,812 

Scopus-indexed Simulation-based learning (SBL) documents published between 1965 and 

2018. The review showed that the publishing track is growing rapidly: 90% of the literature 

has been published since 2000. Although SBL research has been conducted in 94 countries, 
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the literature is concentrated in Anglo-American-European societies. The intellectual structure 

of this knowledge base covers to a greater extent the research of simulators in management 

and medical education [7].

It should be added that according to the profile of articles compiled in the present article 

by areas of knowledge in the Scopus database (Fig. 1), simulators are actively implemented in 

computer science, social sciences and engineering.

 

Figure 1 Subject areas of Articles about simulation in education [15]

Shurov, Vaulin [17, p. 79] indicate that modern Computer-aided engineering (CAE) systems 

of engineering analysis have become pilot in the educational process. When software packages 

are used to solve engineering calculations and simulation training is introduced.

Stošić emphasizes the need to use different simulator models with different levels of 

realism in the educational process. This allows solving educational problems of varying 

complexity [19]. It can be added that the availability of different simulator models also 

provides financial flexibility, makes it possible to purchase inexpensive simplified models 

or complex expensive models.

Research by Li et al is focused on assessing the effectiveness of using a virtual simulator 

in comparison with traditional forms of organizing student activities aimed at gaining 

practical experience [11]. The assessment is given through a questionnaire survey of students. 

Conclusions were made about the interest of students in this format of education.

The use of simulators provides the formation of real production knowledge. Ullah examines 

the degree of knowledge formation among students based on simulation learning. It contributes 

to the formation of various types of knowledge: analytical a priori knowledge, synthetic a priori 
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knowledge, synthetic a posteriori knowledge, meaningful knowledge and skeptical knowledge. 

The author summarizes that on the basis of this it is necessary to develop rules and guidelines 

for teaching technologies [20].

Researchers Paek & Hoffman assessed students' perception of simulators in the educational 

process and came to the conclusion that not only professional competencies, but also soft 

skills are formed: the ability to work in a team, critical thinking, the ability to quickly respond 

to a non-standard situation [14].

Sierra provides an analysis of simulators in the field of economics and points to the main 

educational challenge – to go beyond traditional learning models to foster skills development, 

and to develop interdisciplinary approaches to improve education for urgent practical problems. 

The author assesses the simulator using a survey of participants (76 students). They found it 

particularly useful in terms of improving their knowledge, problem solving, critical thinking, 

and interpersonal skills. They also stated that role play is an effective way to improve affective 

learning outcomes [18].

Simulators in the field of management and finance are especially relevant in the 

educational process. Since they include working with the financial indicators of the 

enterprise, which in reality are a commercial secret, access to which may be limited. 

Moreover, simulators allow to modify various scenarios of business development, increasing 

the predictive ability of the model.

Such simulators can still realize the gaming potential, when a high financial result in the 

course of working with a simulator means victory in the competition, and, therefore, determines 

the winner in the simulator-simulator.

Adobor & Daneshfar have used the business management simulator in the global sports 

industry. Evaluation of the effectiveness of training was carried out on the basis of a questionnaire. 

Research has shown that the nature of modeling and team dynamics affect learning and 

productivity. First, the degree to which users perceived the simulation as reflecting real life 

situations was positively associated with learning. Second, the ease of use of the simulation 

had a positive impact on learning. Third, the emotional conflict in the team was negatively 

associated with learning. Fourth, task conflict, as measured by the degree of exchange of ideas, 

was positively associated with learning [1].

Meanwhile, the authors note that the further direction in this area should be considered the 

development of the role of game administrators, a clear definition of their goals.

RESEARCH RESULTS AND DISCUSSION

The training simulator Business Course is aimed at covering the key issues of modern 

business: production management, marketing, financial management, accounting, 

reporting and taxation, analysis of financial and economic activities. At the same time, 

all issues of accounting, financial and tax reporting are reflected here in strict accordance 

with Russian legislation.
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The use of the simulator in the educational process included the division of students 

into teams – firms (10 teams of 5–6 people each). The game passed 4 rounds, meaning 

4 financial years.

The winners of the rating were identified according with financial results (Table 1).

Table 1

Simulation results

Assessment of the degree of formation of key skills was made at the beginning of the 

work with the stimulator, during the 1st round, and at the end of the game, at the 4th round 

(Fig. 2).

Figure 2 Average score of simulator participants

The data indicate that at the beginning of the game, communication skills were higher, 

combined with a lack of understanding of the relationship between decisions made and 

financial results, shallow critical thinking. Further participation in the business game 

allowed students to more successfully predict the consequences of their decisions on 

financial results.

It was checked whether the high rating of the participant in the game affects the learning 

outcomes (Fig. 3).
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Figure 3 Educational results of using simulation

It can be seen that all participants had high communication skills and readiness to work in 

a team. Meanwhile, the skill of critical thinking and information management influenced the 

outcome of the game.

Regardless of the results of the game, the knowledge and understanding of the educational 

material was high among all. This means that not only the winners, but also the losers have 

learned the knowledge. Outsider teams noted that they understood how to act correctly towards 

the end of the game.

Based on the results of the training sessions, all participants were questioned using a game 

simulator. The questionnaire was based on the questions used in the article by Sierra [18]. The 

results of the questionnaire made it possible to reveal the degree of interest and involvement 

of students in the process of obtaining new knowledge, learning based on modern educational 

technologies – a business simulator.

Table 2

Student perception of the simulation

Questions [18] Answers (n = 53)

1. Do you think that simulations are a useful teaching and learning method? 
Yes
No 

Do not know 

53 (100%)
0 (0%)
0 (0%)

2. Do you have a better understanding of the theoretical knowledge as a consequence of the 
simulation? 

Yes
No

Do not know

50 (94%)
0 (0%)
3 (6%)

3. How useful do you think simulations are to help you to assimilate theoretical knowledge?
Highly useful 

Very useful 
Somewhat useful

Useful 
Not useful

41 (77%)
7 (13%)
4 (8 %)
1 (2%)
0 (0%)
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4. Do you think that your information management skills have improved as a consequence 
of the simulation? 

Yes
No

Do not know

50 (94%)
1 (2%)
2 (4%)

5. How useful do you think simulations are to help you to improve your information 
management skills? 

Highly useful 
Very useful 

Somewhat useful 
Useful 

Not useful

41 (77%)
7 (13%)
3 (6 %)
1 (2%)
1 (2%)

6. Do you think that your critical thinking skills have improved as a consequence of the 
simulation? 

Yes
No

Do not know

45 (85%)
3 (6%)
5 (9%)

7. How useful do you think simulations are to help you to improve your critical thinking 
skills? 

Highly useful 
Very useful 

Somewhat useful 
Useful 

Not useful 

32 (60%)
10 (19%)
5 (9 %)
3 (6%)
3 (6%)

8. Do you think that your teamwork skills have improved as a consequence of the simulation? 
Yes
No

Do not know

48 (90%)
4 (8%)
1 (2%)

9. How useful do you think simulations are to help you to improve your teamwork skills? 
Highly useful 

Very useful 
Somewhat useful 

Useful 
Not useful 

30 (57%)
17 (32%)
5 (9 %)
1 (2%)
0 (0%)

10. Overall, how useful do you think this kind of simulation is for developing multiple 
learning outcomes? 

Highly useful 
Very useful 

Somewhat useful 
Useful 

Not useful 

49 (92%)
4 (8%)
0 (0%)
0 (0%)
0 (0%)

In general, the results of the survey are consistent with the findings of Sierra [18]. In his 

work, he analyzed a simulator of a macroeconomic game that includes various countries 

that are solving problems of sustainable development. The absence of significant differences 

between the perception of different simulators in the present study and in Sierra's suggests 

that educational technology is more important in achieving educational goals.

It should be noted, that in the present study students are more positive about the 

simulator. Perhaps this is due to the fact that the simulator concerned the activities of 

the enterprise, business management, which is especially relevant and useful for all 

business analysts.

Meanwhile, students did not give a high enough rating to the simulator's usefulness in 

improving teamwork skills, believing that they were already formed with them. This can be 

explained by the fact that various interactive educational technologies have already been 

actively introduced and widely used in the educational process in university.
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CONCLUSION

As a result of the study, it can be concluded that traditional forms of educational activity 

require a new type of educational technology – a game business simulator. This allows not 

only to form professional competencies, but also soft skills required in a dynamically changing 

professional environment.

The results indicate the readiness of students to use new technologies in the development 

of professional knowledge and soft skills. This is consistent with the findings of the researchers 

[1; 12 ;14].

Meanwhile, the introduction of simulators into the educational process will require high-

quality methodological training, development of recommendations for game managers, as 

well as cooperation with real enterprises that could modify educational and practical tasks.
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Introduction

Man is a unique, multifaceted creation that embodies many properties and characteristics. 

The complexity and inconsistency of the research phenomenon required an appeal to 

human models. D. P. Gorsky defines a model as a kind of system “in a certain relationship 

to the original (the subject of analysis), the study of which allows obtaining new information 

about the original” [11, p. 51].

L. N. Berg rightly believes that research should take into account the peculiarities of the 

cognitive process of each specific phenomenon, and, consequently, cognitive tools, therefore, 

considers the modelling method as an effective way of obtaining knowledge, identifying signs 

about the complex social objects under study [2]. Therefore, for example, the legal researcher 

L. N. Berg regarding the legal impact [1; 2] applied modelling as a method. It should be noted 

that modelling as a research method makes it possible to emphasize the uniqueness, versatility 

of the “human” phenomenon.

One of the first models of man – homo sociologicus – was developed within the framework 

of sociology. At the same time, the basis was the idea of recognizing the primacy of society, 

social groups and social ties in human behaviour as a necessary condition for achieving 

maximum social benefit. Economic science, modelling the image of an economic person, 

fixes attention on other essential properties: economic motives prevail in the activities of homo 

economicus; the goal of the activity is to achieve max benefits at min costs. The anthropology 

of law forms the model of homo juridicus in the totality of legal characteristics and properties, 

endowing a person with exceptional abilities to create and follow the rules of law.

Changes in the modern world caused by digital and cloud technologies have influenced a 

person, the conditions of his life, which served as the basis for the formation of a model of a 

person of the Smart era.

Materials and research methods

The study of human models in the philosophical analytics of the socio-humanitarian 

human being is based on many theoretical and methodological provisions. The conceptual 

approach based on philosophical analytics of the socio-humanitarian being of a person 

made it possible to determine the general direction of the study. The system-functional 

approach made it possible to study human models as an element of a system with functions 

characteristic of it. Modelling as a method of cognition made it possible to address the 

issue of building a theoretical model of a person of the digital era by eliminating secondary 

characteristics and displaying essential properties. Modelling is necessary to create an image 

(model) of a Smart personality in socio-humanitarian areas of knowledge. The understanding 

of modern smart technologies as a factor in the formation of a Smart personality with new 
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opportunities for communication and self-expression was the hypothetical basis for the idea 

of the need to transform lives in the direction of Smart.

Literature review

Digital is now a worldwide brand. Digital transformation is an objective trend in the 

development of society, the digital economy. As noted in the report of McKinsey Global 

Inc (2017), today, many countries are making efforts to achieve the level of digitalization 

required to meet the needs of modern people [6]. In Russia, digitalization is defined by the 

Strategy for the Development of the Information Society for 2017–2030 [34], the Program 

"Digital Economy of the Russian Federation" [28]. Digital technologies are considered 

as having many advantages in the process of solving various problems of human life, for 

example, educational [5; 12; 19].

Digitalization is an interconnected phenomenon with the characteristics of the generation 

of people who are immersed in a virtual environment. D. Tapscott suggested calling the 

generation of people born in the 90s of the XX century and later, "Net Generation" [36]. 

L. Rosen, studying the features of the new generation, suggests using the term "iGeneration" to 

characterize, where "i" represents both a type of digital technology (iPhone, iPod, Wii, iTunes) 

and highly individualized activities, what these technologies make possible [29]. Generation 

"i" is characterized by the fact that they were born in the world of high technologies; they 

are characterized by electronic communication, an inherent need for multitasking. In this 

regard, modern digital resources make it possible to meet the individual needs of a modern 

person. Studies show that the active inclusion of digital technologies in the life of people has 

numerous advantages for the development of cognitive abilities, competencies of a modern 

person, thanks to which a person can integrate and successfully realize himself in conditions 

of variability and uncertainty [37].

The well-known media researcher, culture researcher N. B. Kirillova emphasizes that "the 

computer, the Internet, multimedia have strengthened the mythological component of media 

reality, forcing a person to" balance "between the artificial and the real world", while the virtual 

media environment (cyberspace) for the modern generation of people is the most important 

factor socialization [16, p. 20]. N. B. Kirillova, exploring the mechanisms of interaction in 

the triangle "person – media reality – society", considers "Homo medium" as an image of a 

person of the information age, which provides a person with wider opportunities for self-

determination, characterizes the individual as a subject and object of social relations [17].

The inclusion of information technologies in the life of a modern person actualizes the 

appeal to the problems of studying the essential characteristics of a person in the digital era. In 

this regard, it is necessary to address the issue of modelling the image of a person in the era of 

digitalization. Note that modelling as a method of cognition has been studied in many works. 

In contrast, a more attentive appeal to the modelling process is observed in the 60s of the 
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twentieth century [38], and since the 80s of the ХХ century, modelling as a method of scientific 

knowledge has been integrated into the current tools of researchers [20; 32].

Results and discussion

Digitalization sets the vectors for the transformation of traditional social practices and 

behavioural strategies, which makes it necessary to comprehend the image of a modern person, 

to identify the dominant strategies of his life. We suppose that solving this problem involves 

taking into account approaches to modelling the image of a modern person, considering 

human models that have developed in different areas of socio-humanitarian knowledge.

Models of a person, developed by different sciences, differ in the dominant human motives, 

interests (social, personal) that because behavioural actions, affect the result of an activity. 

So, at the heart of the homo sociologicus model are the requirements of society, social norms 

reflected in values, traditions, ideals, enshrined in the norms of law. The model is dominated 

by the priority of the public over the personal, social regulation is carried out through the norms 

of morality (duty, conscience, responsibility, and other norms) and law. Homo sociologicus 

in the aggregate of social facts (law, morality, religion, family, and other facts) as regulators of 

relations, the behaviour of individuals is represented by E. Durkheim [10]. Society, through 

already established and emerging norms, values, ideals, includes a person in a single regulatory 

mechanism, subordinate to the authority of social norms, the weakening of which, freedom 

from external regulators (for example, legal, moral) is considered as a destructive factor for 

society and the individual. Homo sociologicus, as a performer of a social role, combining 

the individual and the public, behaviorally is corresponding to the requirements of society, is 

interpreted in the sociological doctrine of R. Dahrendorf [9]. R. Merton followed E. Durkheim, 

for whom the central component of a sociological person was a social norm that sets the 

parameters of the behaviour of individuals.  R. Merton introduced a new perspective into the 

model of homo sociologicus using deviations, social dysfunctions [23]. J. Subrt draws attention 

to the need to study social roles, behavioural strategies of a person in society, believing that the 

concept of "role play" can enrich Homo sociologicus [35].

T. Parsons, introducing the categorical pair "status-role", which characterizes the place of 

a person in society, introduces a new understanding of homo sociologicus. T. Parsons notes 

that in a person it is necessary to develop the desire and ability to be a member of the "societal 

community", adequate motivation to participate in socially significant actions [26], to maintain 

the status of a member of the societal community. S. Lindenherg developed two models of a 

person: SRSM – a person of a steadily developing society; OSAM – a person with an active life 

position [21].

The analysis of homo sociologicus models is focused on the criticism of the fact that a 

person is in conditions of restriction of freedom, initiative, in a situation of social control, 

regulatory-volitional subordination of behaviour to the requirements of society, focused on 



ISSN 2686-9012 (Online)

statecounsellor.wordpress.comECONOMIC CONSULTANT. 2020. 31 (3) 119

public utility. As the trends of modern society, V. Cesareo calls subjectivity as self-awareness 

and the need for self-realization, which allows getting rid of ethical, social constraints [4]. 

V. Cesareo believes that subjectivity is typical for "civicus", a type of modern person who has 

the ability to be the bearer of responsible freedom [4].

Considering the model of a person developed by economic science, it should be noted 

that the dominant feature is the essential perspectives of a human being in the context of 

production, distribution, exchange and consumption. The founder of economic theory 

A. Smith, through the concept of "economic man", emphasizes that any person in economic 

activity seeks to improve his financial situation by increasing the number of consumer goods 

while saving his labour efforts. It is this type of behaviour that is understood as the basis of the 

system of economic relations. Homo economicus, focusing on the motives of the economic 

order, is characterized by such qualities as rationality, pragmatism, dexterity, the flexibility of 

mind, utilitarianism. A. Smith believes that labour is an anti-good, which is anti-useful for a 

person, arguing his understanding of work by the fact that a person is forced to sacrifice leisure, 

freedom, tranquillity [33, p. 90]. It should be emphasized that the homo economicus model 

fixes such priorities as independence, profit orientation, "egoistic" type of communication as 

a condition of freedom and flexible interactions. J. Mill believes that the economic human 

model is an abstraction necessary in order to establish interconnections, interdependencies 

between economic phenomena with dominant strategies for achieving the most significant 

profit with the lowest costs [24].

The homo economicus model is undergoing critical analysis. So, D. Coyle carries out the 

so-called ethical criticism, believing that the economy does not intersect with the norms of 

ethics, the rationalism of an economic person, his "selfish maximization" affect behavioural 

actions, decisions change the norms of individual behaviour for the worse [8]. As a result of 

the analysis of the models of homo economicus developed by the economic theory, it should 

be concluded that the common thing is the fixation of a person's desire in a world of unlimited 

needs and limited resources to achieve maximum benefits with minimum costs, which indicates 

rational economic behaviour, rational economic choice of an economic person.

Coenen-Huther J. believes that neither economics nor sociology can claim to understand and 

explain the behaviour of a real person comprehensively. However, both sciences investigate 

the ideal image of a person, represented by dependent and independent variables [7].

If we turn to the field of law, then the modelling of the image of a person is carried out 

through the prism of legal characteristics, the ability to create norms of law and follow them 

as regulators of human relations. For theorists of an anthropology of law J. Carbonnier [3], 

A. I. Kovler [18], V. S. Nersesyanc [25], N. Rulan [31], the starting point is that law is 

anthropomorphic, and man is legal. In L. S. Mamut we find the assertion that homo juridicus 

can only be spoken concerning civilization [22] because in the pre-civilization period there 

are no grounds to talk about a legal person due to the absence of factors, the action of which 

would entail a radical transformation of legal communication itself. At the stage of civilization, 

the nature of society is significantly transformed, and social processes begin to take place in a 
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new way, the foundations for the formation of homo juridicus as a new social role of man are 

formed. A civilized individual is inscribed in legal reality, and only in society does he acquire 

the status of homo juridicus. According to T. Hobbes, legal norms appear due to people's fear 

of possible violence, and the rule of law is necessary for self-preservation [13]. In this respect, 

T. Hobbes's ideas bring him closer to J.-J. Rousseau, who claims that a person chooses the 

legal order that can provide him with a safe life [30]. In the philosophy of I. Kant, a person is 

defined as a free, moral, autonomous subject, ready to resist the will of another subject even 

in a situation when the will is enshrined in the law [15]. It should be noted that a developed 

legal culture and legal consciousness provide a person with immunity from acts of a non-

legal nature, keep him from asocial forms of behaviour, permissiveness, which is especially 

important in the field of economic activity.

The playful essence of human life is presented in the work of J. Huizinga "Man playing" 

and is enclosed in the concept of "homo ludens", with which the philosopher emphasizes the 

playful nature of various manifestations of life: a person joins the game of his own free will; the 

game has a semantic context, established and obligatory for the adoption and adherence of the 

rules [14]. The game, says J. Huizinga, permeating all life, all spheres of human life (justice, 

international relations, politics, sports and other spheres), refers to the essential features of a 

person. As an example, let us cite the rationale of J. Huizing that the game can also be said 

with justice, although justice is assigned the most important social role of the regulator of 

relations [14, p. 85]. So, considering the trial, J. Huizinga compares it to a game of chance, a 

competition.

Undoubtedly, the models of a person presented above complement each other, give a 

holistic view of a person, his features and characteristics. Based on the study of human models 

that have developed in the social and humanitarian sciences (economics, law, sociology and 

other sciences), it is possible to create a simplified theoretical model of a Smart personality that 

is becoming in the digital age. The complexity of building such a model lies in the fact that a 

modern person is involved in complex connections and interactions both in a real society and 

in a rapidly developing virtual environment. It is also necessary to take into account the fact 

that, on the one hand, the communication system of a modern person is changeable, saturated, 

mobile, and, on the other, stable, which serves as the basis for achieving such a social effect 

as the orderliness of social relations and connections.

From the methodological point of view, the works of L. N. Berg are significant for our research, 

where the stages of the formation of a theoretical model are proposed on the example of the 

phenomenon of "legal impact" [2]. The development of the model, the researcher believes, 

involves several stages:

•	 stage I is aimed at obtaining, accumulating, systematizing and ordering data on social 

connections;

•	 stage II is associated with the use of analysis and synthesis as necessary stages of the 

formation of a model, which allows getting a simplified picture in comparison with 

reality, revealing new properties and connections;
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•	 stage III involves the use of methods of abstraction, idealization, reduction [2, p. 19].

Many researchers associate the vector of changes in modern society with Smart, the 

penetration of smart technologies into almost all spheres of human life as the basis for the 

supposed transformations of all aspects of human life. Smart-society is a new quality of the 

information-digital society, in which the combination of human use of technical means, 

services and the Internet leads to social and economic effects that provide a qualitatively 

different standard of living for people. The variety of opportunities associated with structural 

changes in society, the informatization or digitalization of the social sphere and the economy, 

entailed the formation of a new type of person – Smart-men, immersed in the information 

environment, using the Internet, digital and cloud technologies as a cultural tool for solving 

various kinds tasks in other ways that are not traditional for a person. In this regard, attempts 

are being made to develop a Smart-human model.

In this article, we introduce the concept of "Smart men", which characterizes a person as 

a separate human "I", the subject of new social relations that are taking shape in the digital 

era, with a set of properties necessary for successful activity in the digital world. A smart 

personality is a person who not only owns information technologies and is immersed in the 

interests of educational, professional or other creative activities in the virtual space but also has 

formed universal competencies, due to which communication risks are minimized, it becomes 

possible to find competent and effective solutions (here it is appropriate to say about legal, 

financial, economic literacy and other types of literacy). The competencies required for a 

Smart personality include: mastering the methods of critical thinking, effective teamwork and 

interaction with other people, adapting to changes, making decisions and organizing activities 

independently, working in conditions of uncertainty and performing complex analytical tasks 

that require improvisation and creativity.

Factors in the formation of a Smart men capable of adapting to continuous, rapid and 

unexpected changes, corresponding to the rapid pace of development of the knowledge 

economy and in demand in the labour market, able to fit into various educational and 

professional trajectories, include:

•	 implementation in the education of the concept of Smart-education, or smart learning, 

and the values of self-development;

•	 approval of the concept of "Lifelong learning education" (lifelong learning), based on 

the principles: self-motivation, "lifelong learning" (lifelong learning), "life-wide learning" 

(life-wide education);

•	 the development of cognitive skills instead of "downloading" knowledge, which is typical 

for traditional education.

A person's awareness of the positive aspects of Smart technologies, mastering them as ways 

of effectively solving global problems of preserving the natural environment and forming the 

ecological environment of people, will lead to an understanding of the need to transform lives 

in the direction of Smart.
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Conclusion

The article analyzes human models presented in various social and humanitarian 

sciences, each of which gives its idea of a person and his behaviour. The human model 

acts as a fundamental element of social and humanitarian knowledge and is an analytical 

framework for understanding human behaviour and the results of his activities. So, in 

economic science at the end of the 19th century, a model of a person with behaviour 

based on rational choice and utility, rational adaptation to the external environment was 

developed. In the models of a sociological and legal person, as approved, the behaviour 

is considered that is focused not on the individual mind, but on the values and norms 

that are accepted (fixed) in society. The study of these models allows concluding that 

the economic model of a person has a maximum of personal interest, benefit, benefit. In 

contrast, the model of a sociological or legal person makes maximum demands on the 

behaviour of people in following social roles, norms, and social values.

In the digital era, a new model of human behaviour is emerging, which is significantly 

influenced by information technologies, which have become a necessary element of the daily 

life of a modern person. In this regard, and to characterize a person as a subject of emerging 

new social relations, we introduced the concept of "Smart men"; it was made to identify the 

characteristic features of a Smart personality, factors influencing its development and formation.

In conclusion, it should be emphasized that the development of a Smart Men Smart 

personality model is possible with an interdisciplinary approach, using the methodology of 

different areas of socio-humanitarian knowledge. This study, when “disciplinary self-isolation” 

is unacceptable, a systematic approach is required, taking into account everything that can be 

significant from the whole variety of social and humanitarian sciences [27].
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