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The impact of growth in the manufacturing sector to the GDP
growth of the KSA an Empirical study for the period (1983 -2015)
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Abstract:

The study mainly aimed to: measure the impact of growth
in the manufacturing sector to the GDP growth in Saudi Arabia?,
The researcher has adopted in his study on Johansen Co integration
test and error correction model (ECM), so as to identify and
measure the relationship between two variables in the long term,
the short-term. the results of the study tests confirmed by using
Trace test and Maximum eigenvalues test the presence of co-
integration between the growth in the manufacturing sector (MG)
and the change that is happening in the rate of growth in GDP at
constant prices ( GDP), as the results of the tests confirmed the
presence of 2 equations achieve joint integration between the
variables of the study, which is indicated by the presence of long-
run equilibrium relationship between the rate of growth in the
manufacturing sector (MG) and the rate of growth in GDP at
constant prices (GDP) in Saudi Arabia. The obtained results by the
error correction model showed that the model has good
explanatory ability, which the value Adj. R-squared reach to 55.9%,
as the results showed that the coefficient of elasticity of the
variable (MG) in the long term is equal to 1.052537, which means
that the change in the rate of growth in the manufacturing sector
(MG) in the long term by 1% leads to a change in the rate of growth
in gross domestic product at constant prices (GDP) by 1.052537%.
Finally, for the coefficient of the speed of adjustment of imbalances
was (-0.634219) This shows that if any imbalance in the equilibrium
relationship between the dependent and independent variables
does it in a period of time equal to (1 + -0.634219) or 18 almost a
month to get back variables to balance again. Through previous
results researcher presented a set of proposals and it was the most
important: the development of infrastructure for manufacturing
industries in the Kingdom of Saudi Arabia through the following

Mechanisms: The provision of supportive institutions
(funding, training), The introduction of legislation and incentives to
help develop this sector, Provide technical consulting and
administrative and marketing support.

Key words: manufacturing - GDP - economic growth — co
integration - error correction model.
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Trace Test NI jLzst oY of

Sample (adjusted): 1985 2015

Included observations: 31 after adjustments
Trend assumption: Linear deterministic trend
Series: (GDP MG)

Lags interval (in first differences): 1 to 1
Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05

No. of CE(s) Eigenvalue  Statistic Critical Value Prob.**
None * 0.377567 24.24109 15.49471 0.0019
Atmost1* 0.264975 9.543379 3.841466 0.0020

Trace test indicates 2 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
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Maximum Eigenvalue test _olaa)! § 0l r,i)bL;s-\ LG

Unrestricted Cointegration Rank Test (Maximum

Eigenvalue)

Hypothesized Max-Eigen 0.05

No. of CE(s) Eigenvalue  Statistic Critical Value Prob.**
None * 0.377567 14.69771 14.26460 0.0427
Atmost1* 0.264975 9.543379 3.841466 0.0020

Max-eigenvalue test indicates 2 cointegrating eqn(s) at the 0.05
level

* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

The error correction model : Uz caalol (")
s g1 dor Sl ) ) 2 ol plast] o5 Of day
Sy AIS 5 el (3 e 1 oSl 0 S el 1
sl 1 ke o e JolSS 5 g g e s 15 8l LolS)
o259 Engle and Granger <l o ol daegie o0 AW glad| S
{(0) Jsadt) (3 e g o | S 5 Ukl el 23 403 rona
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fad oy o A e B 8,08 4 25 0l OF el e iy )
M\M\L}M\Jﬁujﬁj /.00,4 Il Adj. R-squared
O el e 5 S ¢ 00,8 iy ) il 3 il oy
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Vector Error Correction Estimates

Sample (adjusted): 1985 2015

Included observations: 31 after adjustments

Standard errors in () & t-statistics in [ ]

Co integrating Eq: CointEql
GDP(-1) 1.000000
MG(-1) 1.052537
(0.42763)
[2.46131]
C -9.219529
Error Correction: D(GDP) D(MG)
CointEql -0.634219 -0.447608

(0.23123) (0.14513)

[-2.74284] | [-3.08425]

D(GDP(-1)) -0.395884 0.066142

(0.18299) (0.11485)

[-2.16338] | [ 0.57588]

D(MG(-1)) 0.548475 -0.270403

(0.24193) (0.15185)

[ 2.26706] [-1.78077]

C 0.480767 -0.149448

(1.17517) (0.73758)

[ 0.40911] [-0.20262]

R-squared 0.603200 0.547111
Adj. R-squared 0.559111 0.496790
Sum sq. resids 1144.588 450.8879
S.E. equation 6.510926 4.086508
F-statistic 13.68144 10.87244
Log likelihood -99.92370 -85.48418
Akaike AIC 6.704755 5.773173
Schwarz SC 6.889785 5.958204
Mean dependent 0.262809 -0.123949
S.D. dependent 9.805689 5.760736
Determinant resid covariance (dof adj.) 706.7715
Determinant resid covariance 536.1461
Log likelihood -185.3825
Akaike information criterion 12.60532
Schwarz criterion 13.06790




Layadl ASLeall Jlea Yl Aadl 23000 § sadll e Lbisatll Sileluall plad 3 gadll 550
e Lodw dame 2eaf /o ¥+ Vo VAAY Byl Auwlid Awlya gl

Ayl 20 : Lol
Ot d sVl o et & S enll Sl ol )last| il cos
RSPy ol 2 LgTHO f.x.sd\ 22 b, (Trace  Test J_,Y\
il & gl il sl ) o (GDP)MG) y il o 2 s
15.49471) Critical &> 1 Lo &l ¢ (24.24109) Trace Statistic J.?;Y\
On Dk JalSS o525 San e 525 7.0 & gne (6 gt oo (Value
B L) G LY sl usTLS L(GDP) (- MG) o
A edl Jol&h s 52 5 Le(Maximum Eigenvalue test odasall s 5ol
Y &yl el ol y E (70) g sire (5 5s A
14.26460) i> Al Lol e (14.69771) Max-Eigen Statistic L=V
G dalae 5 g 5 Sl LYl edos oSl ST 43 5 (( Critical Value
i3l BN e sy Lo du e gyl yudl ol sse g il el
Jdrs 3 (MG) Eky podll lolonall pUsd (§ gocdl dbns o J Y1 iy b
T )l sl (3 (GDP) Ll Sl YL Jla ¥ sl sl (3 5ol
Uad | a5 05 (o gl ool usliadl s 1 35 123 pal
I Adj. R-squared dad cdus 5 o B & o 558 4 3 g0l ol
ol ) ity (MG) Jamdl el il OF b 55 7.00,4
VA CF) dslas] OF bl s 55 S ¢ 700,84y (GDP) Ll
ol (s me JSS 25 50l OF imy Mon s 10 (6 g dio By pime 25
L.U_?gi.ﬂ\UM\oT&,M\&U\Qéw\w)Tl‘S.QMSJM
250 G5 (MG) &y ol wlelall gl (3 sadl dins 3 il O
(GDP) &1 Sl YU Sl ¥l el 51§ yodl Jbme 3 a2 (s Ul




Ooeally (goladl wanll 27 | Lol podusdl SLaTid JolS s 350 Aone

Jolrs O el o 5T 5 5 (om0 0541 Jolnn 3,L5]) 5 b 53Le
Ol s Lo 35 1.052537 (5 sluwy L shall Y1 3 (MG) eaJ &5,
Jshll Jo Y1 3 (MG iy ol el Ui (§ pad] Jns i
U1 YL Jla 1 ol I G podl dibme i Jf 535 ) iy
ol i jeadll |2V § @l e Wl LT 1052537 4y (GDP)
1) iy (MG ol olebnall pUas (3 gocdl didons s OF sl
(GDP) &l 5 law VL Sl ¥ ekl 5l (3 gatdl Jne & s Jf (6332
sp OV L de e Jolad Ll 115 .% 0548475 i
BN G ISl T o 15] @l e Juy s (-0.634219) (5 5ley
-+1)§ju@55pg@uw\,6u\Cﬁdg_;;i\oﬁ_ga_g;\jzj\
8 e L3l L ol s o5 Ly 5 il s plLe (1.57) (1 (0.634219
ookl ] s 5 L e AU Byl sl 33155 s e ey
«(Thirlwal,1983)d_w! ;5 5 «(Kaldor) ol ys e dgldl olul !

.(Drakopoulos,1991) 4wl s 5 ((Atesoglu,1993)iu! ;s 5
Al yeld| Qlega : b luw
5533 4T J s Dala o3l e syl o ] o 5 s s Tl
asddl 8 dlayl Jodl Ll g G222 3 i el olelall gl
th e oo LN OB & eI 4 Al
QL ol ol s 5 USen 836 Y Gominss sl slzs] @
sl ol pladl L s




Layadl ASLeall Jlea Yl Aadl 23000 § sadll e Lbisatll Sileluall plad 3 gadll 550
e Lodw dame 2eaf /o ¥+ Vo VAAY Byl Auwlid Awlya gl

3 i S Gyl 18 s ol g B s b5 20 L 2Ll 55,4l
Lalslis 1 aspdll oVt oy e 5 3 gl B 5 oo O
o) Gl

glbaill il iy sl Loball WLl 26| o) 5 s @
Lor o K12 o Aol Loy 21 b o 315513 Ln juad o ¢ ol
Slal s I s ASTI (YD gl e 50 (6 gs oSS
QBM}@&&QLO)_J&MOMZJJJ'O_A%)L@';&\LSJJ_%-\
A ALl s e By ) el CALI

bl ole s ol iU olaeludly il Ol el ol s @
et S asle] 3 k5 A1 ol pladll § 2aslall &y g
53l (sl wlwl s e 2l 3 s dwlio A bl 5,058 ol
RN IR

oo sl I el e la 1) e G51sall i id @
ol ¥asl 5 ol pllail o Lo (L ol ole L2l
el s 8 bl
sl olelbeall o bu s & ol lelall SL o3
Ol | ad Lol olelially Luldl wleliall s ol sucdl
B o sl e Yo I s e Lol L)




Ooeally (goladl wanll 27 | Lol podusdl SLaTid JolS s 350 Aone

SLIVTIN e el 3 4 sl e biald Lamadl L1 53
Il Gl

(ol g, (A o) desls Olas o b o

Rl lia sy e dels 331 5 Sl 25 Sl
e 313V ! el y ol yLina N s

ikl LIV e U3 il s Al wleleall ol
;&L

AWl Al y 45 A a Ll gk

B sl g UG Oz |

A S sk

o dllae f i s L A leliall S50 s Ll




Layadl ASLeall Jlea Yl Aadl 23000 § sadll e Lbisatll Sileluall plad 3 gadll 550
e Lodw dame 2eaf /o ¥+ Vo VAAY Byl Auwlid Awlya gl

e 14!
a5, dad g il ] i (YY) dat Olaay .Y
5T o BBV iglS Sl 320 1,3 oy il a3
A3 pand]
Dl Sl BT o dodld Eme51 Al D350 (Y 0V O la (g k] LY
Oyl et dadin 5 piin b e le Azl
o sadd iyl LU dmelor el Yl o el AS (i) Y

PR

c((qu\ .1:.;.19.&;’;5\)) .(V44A) V.JLA cJL.f&)j ﬂfd\.&.& cﬁ)ﬁ\ L Y
B el bl Badae ¢ L Y) Aakall

u..oj_ﬁ\ :Z\—;-Lij?h:-;‘ olel_2Ih (Y VYY) \.J._UA céJL&\ s L
s ol Y dnel o pall Al (LY dndall (bl

Vo=l cv_?;:l.i-\ é;L.A:N\ s c((ij.X_s\j C:sL_;,U i ylae
LY Ea0a

6. Atesoglu, H.S. (1993). «Manufacturing and Economic Growth in
the United States». Applied Economics, pp: 67-69.

7. Bairam, E. (1991). «Economic Growth and (Kaldor)'s Law: The
Case of Turkey, 1925-78» Applied Economics, pp: 1277-1280.

8. Dickey, D.A AND Fuller, W. A. (1979). «Distribution of the
Estimators for Autoregressiv Time Series with a unit ROOT».
journal of the American Statisical Association, pp: 427 —431.

9. Dickey D. A. and fuller, W. A. (1981). «Likelihood Ratio
Statistics for Autoregresiv Time Series with a unit Root»
Econometrica, pp: 1057 —1072.

D




Ooeally (goladl wanll 27 | Lol podusdl SLaTid JolS s 350 Aone

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

Domar, E., (1946). «Capital Expansion, Rate of Growth and
Employment». Econometrica, pp: 137-47.

Drakopoulos, S. A. and Theodossiou, K. (1991). «(Kaldor)ian
Approach to Greek Economic Growth», Applied Economics, pp:
1683-1689.

Engle R. f. AND Granger, C. W. (1987). «Co integration and Error
— correction Representation, Estimation and Testing».
Econometrica, 55, No. 2 pp: 76- 251.

Johansen, S. (1988). «Statistical Analysis of Co integration
Vectors». journal of Economics, Dynamics and Control, pp: 231
—54.

Kaldor, N. (1968). «Productivity Growth in Manufacturing
Industry: A Reply», Econometrica pp: 358-391.

Kaldor, N. (1966). «Causes of the Slow Rate of Economic
Growth of the United Kingdom». Cambridge University Press,
Cambridge, Press.

Keynes, J. M. (1936). «The General Theory of Employment,
Interst and Mony» (New York: Harcourt Brace Jovanovich, Inc).

Phillips, R. and Perron. P. (1998). «Testing for a unit Root in
Time Series Regression», Biometrika, pp: 335 — 346.

Schumpeter, J. A. (1951). «The Theory of Economics
Development». Cambridge, Mass: Harvard University Press.

Solow, R. (1956). «A Contribution to the Theory of Economic
Growth. Quarterl». Journal of Econimics, 70, No. 1, 65-94.

Thirlwll, A. P. (1983). «A Pllain Man's Guide to (Kaldor)'s Growth
Law». Journal of Post Keynsian Economics p: 345.

Verdoorn P.J. (1949). «Fattori Che Regolango Lo Sviluppo Della
Produttivita Del Lavoro» L'Industria, pp: 3-10.




