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Abstract:

This study aims to investigate and analyze the impact of foreign trade on economic
growth in the Kingdom of Saudi Arabia, for the period (1991-2019), by using the
cointegration method by employing the Johansen test to determine the long run
regression relationship and its direction. Moreover, the study estimates the error
correction model (ECM) to measure the deviations that occur in the short run. The study
concluded with the following findings: First, there is a long-term equilibrium
relationship between the variables of the model. Second, the relationship between
average per capita GDP and merchandise exports is statistically positive and significant.
Third, there are deviations in the equilibrium relationship at the short-term level.
Fourth, there is a negative effect of increasing import rates on economic growth. Fifth,
there is a positive effect of the increase in oil prices on economic growth .In light of
these findings, the study recommends the following: First, working on creating and
developing new productive areas that contribute to diversifying exports and increasing
their rates, in exchange to reducing imports, which will positively affect economic
growth. Second, developing economic policies and programs aimed at stimulating and
encouraging investments in precision tech industries and related services within the
framework of the Kingdom's National Vision 2030. Third, conducting more
econometric studies to examine the impact of foreign trade on economic growth
represented by other measures such as consumer spending and unemployment and
employment rates.

Keywords: Trade Balance, Foreign Trade, Economic Growth, Per Capita GDP,
Kingdom of Saudi Arabia.
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°623.6 3.655° 2.55 0.23 Ln Import
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4.561°" 4.654"" 2.03 1.25 Ln Export
60.00 0.00 0.55 0.63 P- value
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10.00 0.00 0.30 35.0 P- value
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a3lae vie Ayl Jae el Judlad) b sl palall ¢ aildl Joaall 8 535l Sl egun g
Ssiusall die (goina y (8) Aabrall juadl (1) clan) of LU cdajal) 2l disunll (1)) dalhad) 2l
Biae e il of e Ju laa e ple slaily culs o cdadl culh agag Jla 8 OIS slou (Level)
(0) Ausinall (s5iune (1o ST Ll Cinagl G (P —Value) Ldlaa¥) Lol 235 Lo 2ag ¢ (sgisal) 2ic
(1° Difference) Js¥) il 28] aes (531 850 puasall Jlsh oo jLad) Gadaig . %1 xie Lals %05 xie
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r=0 r=1"" 96.70 114.25 69.81 88.8 77.81 97.59
r<i r=2" 50.16 67.22 47.85 63.8 54.68 71.47
r<2 r=3 19.53 35.35 29.79 42.9 35.45 49.36
Maximum Eigen Test
r=0 r>1" 46.53 47.03 33.87 38.33 44.01 39.37
r<i r>2 31.05 31.87 27.58 32.11 37.48 32.71
r<?2 r>3 14.45 19.58 21.13 25.82 30.83 25.86
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%1 xie argien daledd) o) S i (**) %5 vie Lisies Lalaal) o ) e (*)
Al dumgd ae dbie daiil) Cielag cAiginay dmse dualudl cholaall Jlaa) elee 5L5) culS L1
L@yl ALYl J2all e 3l Cual Jacssio cVars 53l b aalud bl el of L2
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ECT ;= In Growth; —a — B; Export; — 3 In Import; — 3 In oil _ prices ~ (4)

chpball aan b Asd) Loajill ey dabeal) 028 Hsglag (Uadll moaas axy (ECT) Laladl ansi
Gl 8 adls Gl (JaY) ik (gieed) 3 A5 giad me (sl Y ) (g2l 8 Lieliall
dalaa ¢(A) Lot eomas Jalow iay Ly - JaY) aligh 2800 olat) & Sia pronad @llia (36K yueadll
ot 130335 ¢ (9AY 58 (e L5l Al olaily JA e )8 Capeat Jansgie okl Audedll pdll Jpaes
(ECM) z3gaill i 25 38 . (1) Zdladl 555al) 8 Lgbnas oy ) (t=1) Zaled) 55380 8 O35l DS s
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[N el zhgal i il 16 Jgan

INGrowth  saill e 35S Jaall (e 3l Cuas Javigia dinle ol talill puidll
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(S5ixa 2.37 0.386 ECT,
Syiza 3.80° (- 0.16) In Growtht A
Ssira 2.44 (- 0.17) A InExport;
Sra 2.97 0.274 ALn Import;
Ssira i 0.422 -0.038 ALn oil_prices;
R2=0.70 F- statistic = 4.42 SE = 0.029

5 e digine Laleadll of ) i (*)

die (ECTt=1) Uadll st an dsine Jaadi (6) Jsan 8 530l Uadl) pranat 73505 305 o9 A
O paill JaY) 8 A G ey Les cadsiadl e o dange 5LEY) (Sly %5 (ssina (S5
G A s Al cburill das AKa VA 4 Sba®Y) o Giaa cdashll Ja¥) G paan
i 1305 (0.38) W) ramas Jalos A cialig g ) e ol e slaae ¥y (galeai®Y) aosul
Agina S gl WS ¢(%38) Ly A5l il (e aay J3al e DAl Gl Jaugie ) Jaee
Al t e Sl a9 2.37 Ligunall t dad il Cus %5 disine (grina Yo
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die &dsaall Ga Sl Lisunall FC OIS Cun dadine (58 825n 53 zsail) o) i) Fjlasl ehals =
%5 Lisiaa Gy
Alsd) pasd cililas) 4.6

LLﬁj}(\ Aia (e 9_11495! CJ}A.J\ ui (7) d_gh ‘f EJ_)\jj\ C:stu]\ wcu.a:\:\ﬁ ‘:,’ATM\ Uand ét\.& Uaadlg
0.1 <0-05 dsinall (s5ima (10 1S 29 0.10 = (P-value) dad ilS Cus clhdy)

Residuals _dlsll Gasd cl)lidl 17 Jgas

lasy) 5yl Lasall P- value

Normality (Jarque - Bera) [1] : -0.878254 0.0781
[2] : -0.879478 0.0431
[3] : -0.362680 0.9091

Breusch — Godfrey Serial Correlation (LM- Stat) | [1] : 32.01 0.109
[2]:17.61 0.858
Residual Heteroskedasticity Tests 230.0 0.77
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