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The Impact of Bank Credit on Employment in Various Production Activities of the Saudi

Private Sector (An Empirical Study Using the NARDL Methodology for Cointegration)

Abstract

The study aimed to identify the productive sectors in which the growth of employment for Saudis
has a long-term or short-term Cointegration relationship with bank credit for the period (1999-
2022). To achieve this objective, the NARDL (Nonlinear Autoregressive Distributed Lag)
methodology was used to test Cointegration between the variables, considering that the effects of
bank credit on employment are asymmetrical, potentially being either positive or negative
depending on economic conditions. Quarterly data were used for the bank credit variables, average
wages, and economic shocks as independent variables, with Saudi employment as the dependent

variable.

The study found that employment in some productive activities has a long-term Cointegration
relationship with bank credit, such as (agriculture and forestry, mining and quarrying, construction,
wholesale and retail trade, finance and business services). The Cointegration test for the
manufacturing sector showed a Cointegration relationship, but it was driven by the relationship
between employment and other variables such as average wages and industrial loans from the
development bank. These sectors also exhibit a short-term Cointegration relationship except for
the agriculture sector. As for the remaining sectors (electricity and gas, transportation and storage,
community services), there is no Cointegration relationship among their variables. The study
recommends balancing the direction of credit towards sectors according to the general objectives

of the state.
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