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Abstract

The research aims to study the manufacturing industries’ impact on non-oil
exports in KSA during (1988-2021), through the descriptive analytical
approach, where industry and manufacturing industry were described and the
behavior of manufacturing industries sector and non-oil exports in KSA were
analyzed. The standard approach was adopted to measure this impact with
standard methods that deal with time series’ characteristics. A study model
was proposed to contribute in explaining total non-oil exports’ behavior,
which represents (the dependent variable), through the manufacturing
industries’ total production variable, plus other variables like real non-oil
GDP, real effective exchange rate and inflation rate. The model was estimated
using Ordinary Least Squares (OLS) method. The estimated model’s results
showed a Spurious Regression and a strong correlation between two variables
of manufacturing industries and real non-oil GDP. The inflation rate variable
was deleted, as its apparent indication contradicts with the economic theory.

Accordingly, two models were made out of the first model. The second model



Gliaadill doaia ALLA 44 5 ySIY) Aladll
) Yory () el Ossaddly asliadl 2all
[

Slaazi)l Baanie alalddl a9 I alel!

measures the impact of real non-oil GDP and real effective exchange rate on
non-oil exports of KSA. For the third model, it measures the impact of
manufacturing industries and real effective exchange rate on non-oil exports.
Analyzing the time series data behavior, through unit root test for stability
using the expanded Dickey-Fuller test, showed different levels of stability for
variables, as all variables are stable at the first difference except non-oil real
GDP that was stable at the level; so Co-integration test using ARDL method
was done through the limitations method. All variables in the model are
integrated where an equilibrium relationship is achieved among them in long
term at a significant level of 5%. When estimating that in short term, both
models showed that error correction limit is significant and takes negative
sign. Recommendations include developing industrial and commercial
policies that support non-oil KSA exports, specifically policies that support
exports from manufacturing industries, plus improving Saudi non-oil exports’
competitiveness by deepening public sector partnership and exempting non-

oil exports from various fees and taxes.

Keywords: manufacturing industries, non-oil exports, estimation using

Ordinary Least Squares method, Co-integration using ARDL method.
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LEX = —9.043 + 0.691LRY + 1.305LIN — 1.053LRE + 0.027INF ....(1)
t — statistic = (—4.675) (1.277) (2.471) (—3.205) (2.079)
R? = 0.989 F — statistic = 683.004 D — W = 1.224
A ppeadtl) &) atall Agdadl) el Y A8 gheaa 1(1-4) pd ) J g2

LRY LIN LRE INF
LRY 1.0000000 | 0.9959570 -0.6131108 0.3463669
LIN 0.9959570 1.0000000 -0.6266445 0.3236253
LRE -0.6131108 | -0.6266445 1.0000000 -0.6030531
INF 0.3463669 | 0.3236253 -0.6030531 1.0000000
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(oY) e gaill e Joan @iy edalai@y) &y il 8l A 23 galll o5 jalal)
LEX = by + b;LRY — b3LRE .....(2)
LEX = by + byLIN — b3LRE .....(3)
{(INF) pA Janay o LIN) gl cilolinall it Cida say (2) g gall
LEX = —8.939 + 2.021LRY — 1.577LRE .....(2)
t — statistic (—4.740) (34.282) (—5.803)
R? = 0.986 F — statistic = 1164D — W =1

aany ol Sl 8 23 saill Adlall 508l ) (2) a8, 3R Z3 el il il
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Ll bl o B8 (HO) paall (aap AY) (g dll e SLEAY) 13a aaing
(H1) daad) (il e cbine gt Ll Jay Lae 325l Jda o (gsind inall jiaiall
(e ) b e Ledl ey lae Baa gl i o g giad Y Jall jiaiall dgia 3l ALdid) ol )
(2020 ¢aes 53 42017

¢ paiad) apead e 3 oladY) 5 adald 352 53 ((ADF) sl Jlsd K00 LA (5 g
SV Jsandl eday gz saill ol yiaiad dyie 311 Judlad) il )Y il Juadl ekl 45 S
DAY il

oladl g abald aa ) adall Baa gl Hda LIS 1(1-5) ad) Jg2a
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%S5 s |Fuller Statistic)
IEX-1(2) -3.557759 -4.761268 dghdll) e @) jalall

£ oaaal) laal) gl
IRY-1(0) -3.574244 -4,109907 “ i
uu i ‘

IIN-1(1) -3.557759 -5.313503 auhy gatl) cile Liall
IRE-I(1) | -3.557759 -4.664788 Bl SBEa) il
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il JalSHl) Laa) el aY (ARDL) 4y yla Al axdiuind
:(ARDL) & sk ol3a50ls o iall JalSil ia) 3-5

) Laalan) b il (gag Cumy ¢ GIST o (a5 s ) ) casly @ ) QRS el
OS5 0y 6 e e 53 yial Ata 3l Al iy (55 38 4l (ol 1A ALl b il £l
4y el i) JalSil) LAY (ARDL) 42k Gl 138 8 aadiudi s Ao sana Lghoa s 5 i
Gl il 4 ) il il gise il 13) Lgaladind (Say
) a3l peSs Y Gl (s sinaal) i ISR 0o i e i 3 sl el iaiad a3l
£2020 ¢ 53¢ 2017 cane) S 5l die 3 i Ayt I Judladl ()55 YT 8 HLEAY) s 8
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Bounds 2ssll Axngia (ARDL) zised A (e & jidiall Jalsill jlid) Jeo sl
paal) (a8 yiud €3 g0l adl e ) aall e 5T (F) 4 smanall Ll culS 13 Cuny ctest
Sle Gai g ((Hy) daadl G dl) Jihy edal) sl 451 55 A8e 295 pny JWEN (Hp)
)l e J8(F) 4 smenal) agil) <l 130 Ll Al jall <l i o o jidie JalSS 2 5a g
4] sl Al b JAAN ((Hp) paedl o d dils o(Hy) daadl (a dll (ad yiud €2 5aall
AnY) Jshaall (8 Laad g i Hall Jae il i) o ol jidie JalS5 a0 Y il 5 oy shall JaY!
(2020 sl s LAY 13 il

A93al) e Jlarinly (2) o) g gadll & idial) Jalssl) JLEA) il 1(2-5) o) Jgta

.(Bounds test)
F — statistic 4.557859
Significance 10 Bound 11 Bound
5% 3.1 3.87
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3gaall et Juasiudy (3) b gasalll didall Jalsil JLa8) @il 1(3-5) A J g2

.(Bounds test)
F — statistic 6.391154
Significance 10 Bound 11 Bound
5% 3.1 3.87

Gl il J3A e (Eviews 9) gl e alaie Yl diald) dlae ] (e 1 jaaall
Aad 0n ST flagalS (8 4 sundl (F) Aadl O £(3-5) 5 ¢(2-5) (o) lsand) o aly
Aghaill ye cl jaball ol ¢l (a8l J g5 aandl A jh (ad ) ey Las €2 50all oY) 2all
Clelivally ¢ dadill e adall JaaY) laall ol b dfiaial) dliiad) ol iall o S
a8 ()5 A Ly (38ay 5 ALalSie Ol paia o ¢ drdll Bdall (o puall e g ol gal

(%5) & sira (5 s die s shall

{(ARDL) 48 b plasindy Undl) prmsii 3 9o Ul (3 el g Jy shall cppnall 3 48a)) 5] -3-5
Rl 35 o3 galll il juiie Cp @ piiall JalSal 2 sm g el 288 ALl il g
Jashll (saall A8le jais il YV Jsaall A seday s cdyshall saall 8 48D
(2) pb gisaill Jyshll gaal) & ABDal) juall illl 1(4-5) pd) J 92>

Variable | Coefficient Std.Error t-Statistic Prop.
IRY 2.102267 0.068785 30.562711 0.0000
IRE -1.433904 0.554250 -2.587109 | 0.0168

C -10.713632 3.484408 -3.074735 0.0055

Sl Alile YA e (Eviews 9) gebin e alaie Wb cdiali) dlae) (e : jaadll
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Variable | Coefficient Std.Error t-Statistic Prop.
[IN 1.952377 0.060456 32.294341 | 0.0000
IRE -1.903535 0.336568 -5.655725 0.0000

C -3.269375 2.241010 -1.458884 0.1639

aaall Sl JUA e (Eviews 9) gbin e alaie YU cdialdl lae) (e 1 jaadll
30at) Cilabaall L) aaen o ol §(5-5)5 «(4-5) o8 Ol sanll il G
) AalaY by A i) (5 5 ae 35 Jy shall (saal) 8 A8Dall i il a5 _allal
(%5) A sina (5 siaa die dilean) 4 gine I3 Lgmpan 6553801 Cilabeall i g ya O
el s V) Jglaad) old ¢ yuaill (gaall 8 48R jasi il e paally Ll
(2) b g isaill gigall yuall) gaal) dBde a8 mildl 1(6-5) a2y Jgo>

Variable Coefficient Std.Error t-Statistic Prop.

D(LEX(-1)) 0.411482 0.141054 2.917191 0.0080
D(LEX(-2)) 0.216158 0.147087 1.469593 0.1558
D(LRY) 3.329050 0.822972 4.045156 0.0005
D(LRY(-1)) -0.999926 0.850495 -1.175699 0.2523
D(LRY(-2)) -1.671827 0.881658 -1.896231 0.0711
D(LRE) -1.473400 0.456202 -3.229705 0.0039
CointEq(-1) -0.951320 0.206694 -4.602552 0.0001

Sl Alile JYA e (Eviews 9) gebin e alaie Wb cdiali) dlae) (e : jaadll
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Variable Coefficient Std.Error t-Statistic Prop.
D(LEX(-1)) 0.476716 0.176113 2.706874 0.0156
D(LEX(-2)) 0.364519 0.181610 2.007151 0.0619

D(LIN) 1.483095 0.365525 4.057440 0.0009
D(LIN(-1)) -1.508316 0.633267 -2.381800 0.0300
D(LIN(-2)) -1.118119 0.533016 -2.097721 0.0522
D(LIN(-3)) -1.452992 0.571639 -2.541802 0.0218

D(LRE) -1.503482 0.461130 -3.260432 0.0049
D(LRE(-1)) 0.700353 0.637543 1.098519 0.2882
D(LRE(-2)) 0.655634 0.593887 1.103971 0.2859
D(LRE(-3)) -0.801549 0.426992 -1.877200 0.0788
CointEq(-1) -1.355155 0.245953 -5.509808 0.0000

sl alily P& e (Eviews 9) z=l » e e YU Aialll dlae ) e dadll
¢(7-5) i Jsaall & B allall il (g
b A o e 03 Las £(%135) i Catly G 4 g ) e Sl L) 5 LY
ashll JaY1 3 o315 QY s s (bl peail) Ja )
Slua gl 5 il
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