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Abstract

Since 2014, Libyan banks have faced a severe liquidity crisis that directly impacted their ability
to meet the financial needs of individuals and economic sectors, negatively affecting the
economic cycle and citizens’ trust in the banking system. This study aims to analyze the causes
and consequences of the crisis and propose practical solutions supported by rigorous statistical
analysis.

The study sample was selected using stratified random sampling and included 150 employees
from three major banks (Bank of the Republic, Bank of Unity, Sahara Bank) representing both
public and private sectors, geographically distributed between Tripoli and Benghazi. A Likert-

Journal of Libyan Academy Bani Walid Page 42




Journal of Libyan Academy Bani Walid 2025

scale questionnaire was used to measure customer satisfaction with digital banking services,
along with collected data on digital transactions from bank records.

Descriptive analysis and multiple linear regression using SPSS were employed to determine
the impact of variables such as political division, the volume of cash circulated outside banks,
customer satisfaction, and electronic payment usage on the liquidity crisis.

The results showed statistically significant relationships between the studied variables and the
liquidity crisis; political division and the volume of cash outside the formal banking system
had negative effects, while increased use of electronic payments helped mitigate the severity
of the crisis.

The study concludes with specific recommendations including unifying monetary authority,
enhancing electronic payment infrastructure, encouraging bank deposits, and regulating the
parallel market, with measurable timelines for implementing these solutions.

Keywords: Liquidity crisis, Libyan banks, monetary policy, banking confidence, financial reform.
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