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After seven years of division and fighting, Libya now has a unified government. This represents 
a significant development to support efforts towards a political settlement. However, the newly 

confirmed Government of National Unity (GNU) will face many obstacles dealing with its most  pressing 
challenges. These include preparing the country for elections, establishing its authority across the 

country, providing for the delivery of public services, restoring security, unifying the state’s key 
institutions and forcing foreign fighters out of the country. 

 (Libyan Government of National Unity - Anadolu Agency)

The opinions expressed in this policy outlook represent the views of the author(s) and do not necessarily reflect the views of the TRT World Research Centre.
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Introduction
After ten years of conflict and instability, Libya now has a 
unified government for the first time in seven years. This 
should be viewed as an important step towards reconcil-
iation, especially given the challenges and trials experi-
enced by the Libyan people. 

Since 2014, Libya has been ruled by two rival governments. 
In the East, Khalifa Haftar emerged as the primary force. In 
the West, Fayez al-Sarraj led the UN-backed Government 
of National Accord (GNA), established through the Libyan 
Political Agreement (LPA).

On March 15, Libya’s Government of National Unity 
(GNU)  was sworn  in with representatives from both the 
eastern and western parts of the country. This new united 
cabinet is intended to lead the country towards the elec-
tions scheduled for this December. 

On March 10, the House of Representatives (HoR) gathered 
in Sirte and gave its endorsement to Prime Minister Abdul 
Hamid Dbeibah and his lists of ministers. The parliament 
has been divided since 2015 and has not held an official 
session for years. Recently, leaders managed to organise 
members to convene and endorse a national unity govern-
ment and a vote of confidence from rival members of the 
parliament, all of which represents a significant develop-
ment. 

The GNU offers fresh hope that a path to a more democrat-
ic and peaceful transition of power can be paved.  How-
ever, the situation remains fragile, as many factors and 
dynamics surrounding the political settlement could still 
derail the process.

Libya continues to suffer from interlinked political and 
economic crises in the aftermath of Gaddafi’s overthrow. 
State institutions and the economy have suffered, laying 
the groundwork for conflict and a war-driven economy. 
As a result, militias have continued to undermine the le-
gitimacy of the GNA, trying to harm where it damages 
most: oil revenues. For instance, the blockade of oil termi-
nals from January 2020 until September 2020 by militias 
aligned with Khalifa Haftar further deepened Libya’s eco-
nomic crisis. In addition to that, some regional and interna-
tional actors have added to the complexities of the conflict 
and the difficulties of resolving it. Consequently, the GNA 
has struggled to implement efficient control and security 
throughout the country.

 Given this, the GNU will likely face similar hurdles, mean-
ing that establishing its authority across the country could 
prove difficult. Unifying government institutions, tackling 
a surge of Covid-19 cases, demilitarising and reintegrating 
militias, fostering national reconciliation, restoring securi-
ty and preparing the country for planned elections in De-
cember, while achievable, will prove challenging. 

Expected challenges
Libya has been locked in continuous civil conflict with 
varying intensity since the Arab uprisings in 2011. The 
state has struggled to establish unified national institutions 
in the post-Gaddafi period, a reality rooted in deep-rooted 
disagreements within Libyan society and complex identi-
ty politics. The complex political and security situation in 
Libya has presented serious challenges to the success of 
any substantive political agreement between rival parties. 
Disagreement as to what political form Libya should take 
has defined and fuelled the domestic turmoil over the last 
ten years.

Libya ranks as the largest oil economy by proven oil re-
serves in Africa and one of the world’s wealthiest econo-
mies by the proportion of oil reserves to population size. 
However, years of conflict and instability have transformed 
oil-rich Libya into a revenue-poor country. As a result, so-
cio-economic circumstances have deteriorated all over 
the country.

High inflation rates have led to spikes in food and hous-
ing prices and unequal distribution of income has led to 
a decline of living conditions for many Libyans. Ordinary 
people are frustrated over the fall in standards of living, 
while the country still makes billions of dollars from hy-
drocarbon exports, much of which has been spent on the 
conflict instead of the public. Given that Libya is rich in 
energy resources, with a relatively small population, many 
feel that it should be able to provide high living standards 
to its population, in a similar manner to wealthy Gulf states. 

Restoring the devastated economy is a necessary part of 
the road back to normality. Therefore, the unification of 
fundamental institutions, including the Central Bank of 
Libya (CBL), and establishing a single exchange rate across 
the country should be an accelerated target, particularly 
as these economic issues obstruct any political solution to 
the conflict. The GNU needs to build up effective econom-
ic reforms and rebuild public confidence in the manage-
ment of Libya’s economy.

The lack of a central 
authority 
Since Gaddafi was toppled in 2011, Libya has experienced 
a prolonged and complex inter-linkage of commercial, po-
litical, and security crises that have weakened state insti-
tutions and damaged the economy. The security situation 
devolved drastically in 2014; fighting between militias es-
calated and Libya was effectively split into two halves, each 
with its own government. This political crisis has resulted 
in two rival entities, two central banks, and two national 
oil companies. As a result, the new government will face 
many challenges in the coming months to unite these in-

https://news.trust.org/item/20210316143313-uzph7/
https://reliefweb.int/report/libya/special-envoy-libya-j-n-kubi-briefing-un-security-council-24-march-2021
https://www.aljazeera.com/economy/2020/9/18/haftar-announces-conditional-lifting-of-libya-oil-blockade
http://pubdocs.worldbank.org/en/288521600444837289/Libya-Financial-Sector-Review-English-Final.pdf
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stitutions. This goal requires an increased level of coordi-
nation between eastern and western Libya. 

Unification of state 
institutions  
Economic Institutions
With economic conditions having deteriorated following 
years of civil war, setting up an effective economy has be-
come an urgent priority.

Libya’s various factions have been unable to turn an initial 
post-2011 revolutionary victory into a stable and inclusive 
system. Political polarisation escalated into open armed 
conflict in 2014, contributing to the formation of parallel 
and rival administration structures that rendered reunifica-
tion a considerable challenge. As mentioned, two central 
banks have been operating in the country for years. The 
CBL Tripoli falls under the control of the GNA. The rival 
central bank in Al-Bayda, Eastern Libya, is under the con-
trol of the Eastern government. 

Since Gaddafi’s toppling, economic activity in Libya has 
been paralyzed as oil export terminals, ports, and roads 
have faced long-term closures. This disruption of business 
activity has resulted in enormous economic losses. The 
economic cost of Libya’s civil war has been estimated by 
the United Nations Economic and Social Commission for 
Western Asia (ESCWA) at around $576 billion (783 billion 
Libyan dinars).

Ulf Laessing, author of Understanding Libya Since Gadd-
afi wrote that “Libya has one of the world’s largest public 
services. Around 1.8 million adults, almost a third of Lib-
ya’s population, work for the state. The country never had 
much of a private sector as oil production has dominated 
the economy since the 1960s, providing little incentive to 
build up alternatives when everything was so easily im-
ported”.

The oil sector is a primary source of job creation in Libya, 
thus the disruption of the oil sector has led to an increase 
in the unemployment rate, especially among youth.  

According to a UN report, the war has massively shrunk 
the Libyan economy, particularly indicated in the decrease 
in the gross domestic product (GDP) and investment rates. 
Consumption has also fallen off owing to the vast return of 
foreign workers to their home countries and lowered earn-
ings of Libyan nationals. Foreign trade has been disrupted 
by a serious reduction of exports in key products such as 
oil. 

The political battle over control of Libya’s leading com-
mercial institutions is crucial for whoever wishes to claim 
authority over the country. There are two economic actors 
of paramount importance: Libya’s National Oil Corpora-
tion (NOC), which deals with oil and gas production and 
exports, and the CBL, which gathers revenues from hydro-
carbon sales.

According to a 2020 World Bank report, the central bank’s 
division has seriously damaged the country’s financial 
sector. Both central banks have printed money and issued 
currency without coordination and lack overarching fiscal 
policy controls. As a result, the Libyan dinar has greatly 
decreased in value, which has prompted unequal foreign 
exchange accessibility.

Furthermore, Russian state-owned company Goznak re-
portedly printed Libyan dinars to support the eastern 
branch, which is under the control of Haftar. The arrival 
of Russian-printed Libyan dinars over the years has wors-
ened Libya’s economic challenges.  

In 2019, the CBL in eastern Libya sold bonds worth more 
than $23 billion to fund its state wages. This income also 
contributed to  growing funds to cover the LNA’s military 
activities. This action effectively ignored the central bank 
in Tripoli and led to economic hardships for the UN-
backed government. Reuters reported that eastern Libya’s 
debt compounds an estimated 65 billion dinars in existing 
debt, further increasing inflation and putting local banks 
at risk.

The unification of key institutions, including the CBL, and 
forming of a single exchange rate across Libya have been 
significant goals of the U.N.-led process to deal with the 
economic issues hindering any political resolution. Within 
this context, in December of 2020, the Board of Directors at 
the Central Bank of Libya met for the first time in five years 
and  agreed  to unify its exchange rate. Consequently, in 
January, the CBL  introduced a new unified exchange rate. 
Given the country’s financial difficulties, this step should 
be seen as a positive move towards stabilising the Libyan 
currency.

Since September of last year, the NOC has not trans-
ferred  oil revenues  to the CBL. The NOC stated that the 
revenues would be kept in its accounts at the Libyan 
Foreign Bank (LFB) until a final agreement is reached on 
wealth distribution and financial oversight. After the new 
government is sworn in, the NOC is set to release the reve-
nues to the central bank.

The GNU has appointed a new Minister of Oil and Gas, 
Ahmed Mohamed Aoun, who represented Libya at OPEC. 
He is a former NOC official and oil and gas adviser to the 

https://www.unescwa.org/sites/www.unescwa.org/files/en_executive_summary-_libya_cost_of_conflict.pdf
https://data.worldbank.org/indicator/SL.UEM.1524.ZS?locations=LY
https://data.worldbank.org/indicator/SL.UEM.1524.ZS?locations=LY
https://www.unescwa.org/sites/www.unescwa.org/files/en_executive_summary-_libya_cost_of_conflict.pdf
https://researchcentre.trtworld.com/publications/policy-outlook/of-energy-and-unity-oil-and-challenges-to-libya-s-political-and-economic-future
https://researchcentre.trtworld.com/publications/policy-outlook/of-energy-and-unity-oil-and-challenges-to-libya-s-political-and-economic-future
http://pubdocs.worldbank.org/en/288521600444837289/Libya-Financial-Sector-Review-English-Final.pdf
https://www.reuters.com/article/us-russia-libya-usa-banknotes/russia-denies-u-s-claim-that-libyan-banknotes-seized-in-malta-are-counterfeit-idUSKBN2360NA
https://www.reuters.com/article/us-russia-libya-usa-banknotes/russia-denies-u-s-claim-that-libyan-banknotes-seized-in-malta-are-counterfeit-idUSKBN2360NA
https://www.reuters.com/article/us-libya-economy-insight-idUSKCN1QN1VL
https://www.crisisgroup.org/middle-east-north-africa/north-africa/libya/189-after-showdown-libyas-oil-crescent
https://www.reuters.com/article/us-libya-economy-insight-idUSKCN1QN1VL
https://news.un.org/en/story/2020/12/1080272
https://uk.reuters.com/article/libya-cenbank-int/libyan-central-bank-agrees-unified-exchange-rate-source-says-idUSKBN28Q188
https://www.reuters.com/article/libya-currency-idINKBN2980BJ
https://www.libyaobserver.ly/economy/noc-oil-revenues-will-not-be-transferred-cbl
https://www.libyanexpress.com/noc-welcomes-gnu-reconsiders-unfreezing-oil-revenues-in-the-libyan-foreign-bank/
https://www.spglobal.com/platts/en/market-insights/latest-news/natural-gas/031521-libya-forms-new-oil-ministry-as-noc-eyes-releasing-revenues
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GNA. For the first time in at least five years, Libya has an oil 
minister. The NOC’s chairman Mustafa Sanalla stated that 
“he is looking forward to working with the ministry in ex-
panding the capabilities of the Libyan oil resources.”

According to the International Monetary Fund (IMF), the 
Libyan economy depends heavily on hydrocarbon ex-
ports, which represent over 90% of fiscal revenue. Non-oil 
exports of goods and services make up less than 3% of the 
overall GDP. 

The oil sector is the main source of growth within the coun-
try; all related economic activities have been extremely im-
pacted by the constant conflicts around oil infrastructure. 
For example, the  blockade  of oil terminals from January 
2020 until September 2020 worsened Libya’s economic 
crisis. Oil production dropped from 1.14 million barrels per 
day in December  2019 to 100,000. According to Libya’s 
National Oil Corporation (NOC), this has resulted in rough-
ly $10 billion in financial losses.

The NOC aims to increase daily production to 1.45 million 
barrels this year and 1.6 million within two years.

To return to pre-2011 oil production levels, Libya’s uni-
fied government needs to repair infrastructure and 
boost its production capacity. Illustrating the challeng-
es that lay ahead, in January production from Libya’s 
Waha oil fields dropped by about 200,000 barrels a 
day for a week due to a pipeline leak, underlining how 
difficult it is for the country to maintain high produc-
tion levels with the current state of its infrastructure.  

Security Challenges 
Providing security is a key priority for the new government 
along with efforts to improve political and socioeconomic 
conditions. To this end, Libya’s new Prime Minister, Abdul 
Hamid Dbeibeh, has said that he plans on unifying Libya’s 
state institutions, including the military. 

Security threats have arisen directly from several mili-
tia groups in western and eastern Libya, but have been 
especially concentrated in eastern Libya, where Haftar 

commands the self-styled Libyan National Army (LNA), a 
compilation of different militias and mercenary groups. 
As part of the ceasefire agreement, foreign fighters and 
mercenaries were supposed to leave the country with-
in three months.  According  to the UN, however, there 
were 20,000 foreign forces and mercenaries in Libya at the 
end of 2020, and no departures have been observed since. 

The UN is facilitating talks where the Joint Military Com-
mittee (JMC)5+5 brings together military officials from 
the internationally recognised government in Tripoli and 
forces aligned with Khalifa Haftar. This aims to ensure the 
continuation of a ceasefire agreement and the re-establish-
ment of a unified military. However, neither of these goals 
will be easy as long as there no clear sign of improvement 
on the military side of the conflict. For example, as part of 
the agreement made in October of 2020, roads between 
Misrata and Sirte were expected to be opened to connect 
the population centres in the east and west. This has yet to 
take place.

The present absence of an efficient national army leaves 
Libya open to exploitation from different militia groups, 
including radical groups and foreign fighters. Thus, there 
is an urgent need for an overarching security reform pro-
gramme, including specific measures for the demilitari-
sation and reintegration of militias under one command. 
Assistance to the GNU in implementing security reforms 
designed to mitigate the risks outlined above should there-
fore be a key priority of the international community and 
other foreign partners.

Within this context, in November 2019 Turkey and Libya’s 
internationally recognised government signed a military 
memorandum of understanding. The security and military 
cooperation agreement allowed Turkey to send military 
advisers to help co-ordinate the GNA’s war efforts and train 
local forces. Since the military agreement was ratified with 
Libya, Turkey began sharing its military resources and ex-
perience with the GNA by training Libyan forces. 

(The Prime Minister of Government of National Unity, Abdul 
Hamid Dbeibeh meets delegates of the 5+5 Joint Military 

Commission in Sirte, Libya on March 15, 2021.
 (Libyan Government of National Unity - Anadolu Agency)

https://www.libyanexpress.com/noc-welcomes-gnu-reconsiders-unfreezing-oil-revenues-in-the-libyan-foreign-bank/
https://www.imf.org/en/Countries/LBY
https://www.aljazeera.com/economy/2020/9/18/haftar-announces-conditional-lifting-of-libya-oil-blockade
https://www.aa.com.tr/en/energy/energy-security/oil-prices-gain-1-with-libya-shutdown-/28131
https://www.aa.com.tr/en/energy/energy-security/oil-prices-gain-1-with-libya-shutdown-/28131
https://libyareview.com/?p=6341
https://www.bloomberg.com/news/articles/2021-03-09/libya-oil-boss-vows-to-up-production-work-with-unity-government
https://www.africanews.com/2021/03/15/libya-s-interim-prime-minister-abdul-hamid-dbeibah-sworn-in/
https://news.un.org/en/story/2020/10/1076012
https://www.aljazeera.com/news/2021/3/13/un-urges-withdrawal-of-foreign-forces-mercenaries-from-libya
https://www.aljazeera.com/news/2021/3/13/un-urges-withdrawal-of-foreign-forces-mercenaries-from-libya
https://news.un.org/en/story/2020/10/1076012
https://researchcentre.trtworld.com/publications/policy-outlook/turkey-s-strategy-in-libya-rationale-and-challenges
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Last year, the defence ministers of Turkey and Qatar 
agreed with Libya’s GNA to provide resources for military 
training and send both consultants and military personnel 
to the country. Turkey reportedly set up and now runs a 
military academy to train officers for the GNA with the aim 
of transforming GNA-allied militias into a standing army. 

In September 2020, Libya’s former Defence Minister Salah 
Ed- dine al-Namrush stated that both countries have be-
gun to implement programmes, which include the restruc-
turing of the armed forces, air defences, counterterrorism 
units, special operations units, and naval forces. 

Turkey has played a pivotal role in Libya in early 2020 by 
providing significant support to the GNA in line with a 
memorandum of understanding. As a consequence, mil-
itary and political assistance pledged to the government 
in Tripoli prevented Haftar - who had the support of his 
international backers in the United Arab Emirates, Egypt, 
France and Russia - from taking control of the capital. Tur-
key’s decisive military engagement in Libya turned the tide 
of the conflict in favour of the internationally recognised 
government. 

The new unity government is highly likely to enhance its 
cooperation with Turkey. For instance, last month Libya’s 
new prime minister, Abdul Hamid Dbeibah, met Turkish 
President Erdogan in Ankara days after his election in an 
effort to promote ties with the Turkish government. 

Dbeibah also gave his first interview to the Turkish public 
news agency, Anadolu, last month and stated that “Turkey 
has huge capabilities to help the Libyans achieve their 
real goals. Turkey is considered a real partner to Libya. We 
hope to bolster this cooperation and enhance our trade 
exchange to the highest level”.

Dbeibah’s actions and attitudes suggest that the Turk-
ish-Libyan agreements will remain in place and Ankara will 
continue to support the new leadership. In this regard, re-
cently, president Recep Tayyip Erdogan stated that “Turkey 
would continue its efforts for political unity, territorial integ-
rity, stability, peace, security and prosperity in Libya, and fur-
ther enhance its cooperation with Libya in the new period”. 

Essential Services 
The conflict has contributed to serious youth unemploy-
ment and economic inequalities, large-scale electricity, 
water and gas cuts, years of corruption, and a failure to 
combat the spread of Covid-19. All of this has prompted a 
series of protests over the last year. The unity government 
should pay close attention to the needs of the people as 
the civil war has caused enormous suffering and econom-
ic difficulty.

Covid-19
Years of violence have left the Libyan healthcare system 
notably vulnerable and Covid-19 has only further dam-
aged the health care system. 

The first case of Covid-19 was identified in Libya on March 
24, 2020. The number of reported Covid-19 cases increased 
drastically from this point onward. At the time of writing, 
there have been 156,849 confirmed cases of COVID-19 and 
2,618 confirmed deaths.

According to a 2020 World Health Organisation report, 
the health system, already badly damaged by years of un-
der-investment, has struggled to cope with the increasing 
burden caused by Covid-19. At the start of the pandemic, 
reports indicated that in some areas up to 90% of essential 
health care (PHC) centres had closed and several hospitals 
had been forced to postpone duties because health care 
staff declined to report for work without personal protec-
tive equipment (PPE). Health care employees were paid 
only occasionally, and many were no longer reporting for 
duty.

Libya urgently requires sufficient medical supplies and 
vaccines to prevent people from facing further devastat-
ing consequences. 

Conclusion 
Because the new government is transitional, it has a rel-
atively limited mandate. However, the GNU will deal with 
several pressing challenges. These include preparing the 
country for elections, reunifying its key institutions, and 
forcing foreign fighters and mercenaries out of the coun-
try. Furthermore, the transitional government must strive 
to advance the full implementation of the ceasefire agree-
ment, ensure the delivery of public services such as elec-
tricity and water, and address the Covid-19 pandemic.

Despite the fact that the new leadership inherits a vola-
tile  political  environment with various and simultaneous 
challenges, there are signs of hope, including the reality of 
having the first unified government in seven years. There-
fore, the international community should provide practical 
support for the GNU to address the needs of the Libyan 
people, end the crisis, and restore stability and security in 
the country before the December elections. 

If the international community, as well as foreign back-
ers who have supported different Libyan actors, commit 
to supporting this process not only with words but also 
deeds, there is a great opportunity for long-term political 
progress and stability. 

https://www.aa.com.tr/en/middle-east/turkey-libya-qatar-agree-to-ink-military-deal/1944893
https://www.libyaobserver.ly/inbrief/turkey-trains-libyan-navy-personnel-al-khums
https://www.middleeasteye.net/news/libya-turkey-dbeibah-secret-visit-erdogan
https://www.aa.com.tr/en/africa/exclusive-turkey-friend-and-ally-to-libya-interim-pm/2136812
https://www.reuters.com/article/us-libya-security/libya-power-brokers-welcome-accord-but-challenges-lie-ahead-idUSKBN2A60HQ
https://www.afdb.org/en/countries/north-africa/libya/libya-economic-outlookhttps:/www.afdb.org/en/countries/north-africa/libya/libya-economic-outlook
https://www.afdb.org/en/countries/north-africa/libya/libya-economic-outlookhttps:/www.afdb.org/en/countries/north-africa/libya/libya-economic-outlook
https://www.trtworld.com/opinion/protests-in-libya-are-a-warning-shot-aimed-at-its-leaders-39931
https://covid19.who.int/region/emro/country/ly
https://www.humanitarianresponse.info/en/operations/libya/document/who-libya-annual-report-2020

