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The Impact of Industrial Sector Contribution on GDP Growth in Saudi
Arabia: An Econometric Study for the Period 1990-2022

Researchers:
Mona bint Hathtihut Al-Sharif
Mabha bint Khalid Al-Bakr
Abstract:

This study aims to measure the impact of industrial sector contribution on GDP growth in the Kingdom of Saudi Arabia
during the period from 1990 to 2022. Using the Autoregressive Distributed Lag (ARDL) model to analyze both short and
long-term effects, the independent variables include industrial sector value added, industrial financing, and the number of
workers in the industrial sector, with real GDP as the dependent variable. The results indicate the presence of both short-
term and long-term relationships between the dependent variable and the independent variables. However, the contribution
of the industrial sector to the GDP exhibited a positive but statistically insignificant effect in the long run. This lack of
significance is attributed to the heavy reliance of Saudi Arabia's GDP growth in recent years on the oil sector, alongside the
low percentage that the industrial sector contributes to the overall GDP. In response to this challenge, Vision 2030 has been
introduced to enhance the industrial sector's contribution, positioning it as a strategic option for economic diversification.
Thus, the study recommends the need for developing industrial policies and strategies tailored to the economic circumstances
and encourages industrial investment by providing industrial financing services through banks, financial institutions, and the
Saudi Industrial Development Fund .

This exploration underscores the necessity to shift the economic focus towards fostering a more robust industrial base, which
is imperative for achieving sustainable economic growth in Saudi Arabia.
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