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Canonical &yl ) diLs) (Masin &  Masih,1996) sl clysidl ooy Simultaneity
bl Jigas e agin allg Park (1992) ddauls <uysh Al cointegration regression (CCR)
«(Han,1996) dlull clyidls Error term Hsdall Uadll s Lals)) dlee o oty eBjifivne Judln
Lagiaty cculibal) Qisad U Abal) i) (g 23alS) @iall Jalsall wlidle ) Jomasll @y ae 52555
.(Park,1992) g o8 Al Ligaill olee Lian

:Results and discussion 4délially gt .4

:Empirical results &aul) gl jae 4.1

séiagl) cyiial ddlaay) Gailbadl) .4.1.1

:Time series Plots ) cyiial duiajl Judboadl Sl Jiail) Yl

Culh e Lgnaen (goia3 Guadl eyl Aaadll JLdladl of Lls ey (1) o)l Ol s e
i) 8 Byine st Lgl Dl o3a e J¥) g Ldat] ol @llaly (Trend ale olals cIntercept
G sl s chlssl i Lee & Chien (2008) cawass a1 4ali (15 <Non stationary at level
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sinall z3gaill o agh of ity ) clyaaial Aiadll Dl il daps e (aiS S
lavall (s o ggind ) caial Al dudladl o Jaadl (2] dals (g cale sladly s e
celly el o g Aalll Gl o3g) Basgll jaa bl Gld 1agly cclginall Gmns b "AASg) clpalf

:Descriptive statistics summary ) ciyiial Ludagll duilasy) pailadl) (Ll

G laaliaal sae @lly crag cunl) sl dgpagll dilas) cilydal) aal oo (1) &) U Jsand)
G ) Bl madll (e Ala Cand) il Gl Bl eyl (S0 Al 5aalia 37 o))ake Lo gl
chuiall b Ll aleall Jaull G (a1 2ali ey clgale Baulidl) cihlaa¥ly Qb ehay Lulie s
gl &l "9.936849" ) "8.425707" (1 75l 235 'INALAP, INNLAP, InINVP" )
Std. (ol Calai¥) dad ) Shillyg -0.24774" 45 Lo INIMND ddjad) da5 el ol
INALAP, ' & cilysie DU 8 55a€ o ol asl) e lild) cads das of sy Dev.
aied Le ol o i) 02 gl (lundll Gy stV & ad il o (INNLAP,  INIMND”
CahatV) 8 daves g Lyl (e Sile 23 ININVP o) Wl ('-0.24774" 5 '0.210622" 5 '0.289781"
CRE e Sl uaial g Aalall bl of e @Iy Jag '1.041183" ated Le il (531 ¢(glundl)
il oo 81 (55K 28 sl Jags palall i) g A8y ol Uil ¢ olaall agiall Joa S
Lo A slaty o Cum cclyuiiall odgd (gaall aidlly aliall wil) d5lhe IS (g a0 U ells Sl
aiad Lo 3yl 132 &b (INALAP, INNLAP, INIMND™ &30 < yuaiall dailly ¢"1.271555" 4iai L

sl 13 3 Outliers 4k o 3say Juial e @l Jus (ININVP sl 40l '4.101648"

:(1) &, dgaad
Eagl) &l el da gl slaal) gadle
Variable Obs Mean Std. Dev. Min Max
INALAP 37 9.936849 0.289781 9.206315 | 10.47787
INNLAP 37 9.421412 0.210622 9.075239 | 9.958969
InINVP 37 8.425707 1.041183 5.596998 | 9.698646
INIMND 37 -0.24774 0.223959 -0.84735 = 0.148776

:Testing for time series stationary ¢y cpaial duia)l) Judtad) hiiu) jLad) B

Zivot & laa¥ Uy canll churid Liell Judladl sasgll as las) &3 (2) 8y JG Joaadl e
Ssinall B Byfiaa ye )Y hyarial of dsaall LA (e gains <Andrews (1995) unit root test
O amal cuil€ LAY selias) dad (Y @iy %1 ssinall s5iue 2ic <NON stationary at level
ALy ¢Lel€ il Judld) s3gl Jo¥1 3Hall 331 o5 Laiung %1 daginal) (giane die Laad daal) dail
Il o3 ol 1agly Yol Lginall (grinn ie HLEaD daall daill HLasY) selias) dad cjglas ol
L o5 Al s (e St bl sda o Lad Jgand) e v (1) 16¥) Ayl (g Alalsia
swaiall &l 2000 Al 3 CINALAP, INNLAP, INIMND" <yoiid 40l 2011 &) 8

AnINVP
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(2) ks Jsaad
Zivot & Andrews (1992) Unit Root Test daulgs daagll jaa Ll gilis

Variable K Z-A t-Statistic Break Date
INALAP [0] -11.46101* 2011
INNLAP [1] -9.145483* 2011
ININVP [0] -6.048763* 2000
INIMND [0] -8.084600* 2011

* Significant at first difference, (1% Significance Level)

K — Number of Lags.
Trend specification: trend and intercept.
Break specification: trend and intercept

:Correlation Analysis &) cipiia o bl Juad 4.1.2

il of Jorall DA (e peing euasl) Clyuiia s Bl V) dgiaas (3) od) I Joaall oo
Slals Nl ye ddymdll Jlal 8505 (ININVP S SLén a1 e Jalell das 8 3 )] Ala o]
ANALAP olll sLeaid¥) 8 Jenll &l 3 cptiaiall cpmlall oyl aa Lulad) Jasys (INIMND
seie of Lol Juadil) (e e g INNLAP Ll 6 dudaidl) e dpalaidl) cleUail) & Joad) Lalily
038 Sly ¢ Janll Loali) (yuite pe Augd dplanl A8y Lsyy ININVP ASH L&) e Jalall das
et cleladl 8 Jalell La Y Lol Lgie JSK aLai®V) 8 Jolall An Y Lol Jl8 (g3 A8D0a))
el Lo Al Al g ¢ 0.7577" aciast e (Ag¥) a3 ol V) Jalas dad canly Cun cduadil
iV Jalal) Aal) ae Aush Alal A8Dlay Tay) 38 sl e Ayl JUil 550 W '0.7228"
Ay yoxid) 138 syl cpa (3 ¢'0.7543" atied Lo Alla) oda 8 L) Jales dad cudly 235 ¢ JSS
sl oda 8 Lo V1 Jolas A iy 389 cdphadil) ye e Ul 8 Jaad) Al ae 8580 Alasssie Ayl
."0.6394" anai L

(3) a2 Jyxad

Correlation Matrix duad) cfysia oo bl ) ddsiaa

Variables INALAP INNLAP ININVP LnIMNT
INALAP 1.0000
INNLAP 0.6876 1.0000
ININVP 0.7577 0.7228 1.0000
INIMND 0.7543 0.6394 0.6801 1.0000

the first Model results (JSS sl sla@y) Jg¥) zagalll ol @ilis .4.1.3
:Testing for Cointegration ) cfyitia ¢ didal) Jalsil) jLid) Yl
) ol sy el il Jalsall Gregory & Hansen (1996) lasl it (4) o8, Jull Jeasdl oo

Ayl Jl 5es ¢S] LY (o Jolall dums b Al Aliisal) Gl e of Ylea) Gt
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Jwlss 48e’ Long run equilibrium  relationship csaall dlish a5 A8key dagiys culalsd) yue
o il sda (8 13gls (JSS idagll SLai®Y) 8 aad) Aalis) 3 i) flil) i) ae "
Gregory & Hansen laal lede asiy ) AN 73l 8 @llyg palyia (S8 @lpats Joshal) JaY!
o level shift alal el 3 Al il 6 of Ao ) Js¥) z3gail) 8 asdl Cus (1996)
G GG Zasaill (g 5 dagine (s5ime vio HLESM da ) 0l e 3580 ADF,Z, (Selanl dad
L3 dlevel shift with trend alall slall slas¥) d8lia) ae <ol 6 Al il G5 o ey
Gl z3gall & dajdl) il (3iatg (%35 dasiaall Sgima die dugina ADF,Z, ebaas] dad of @i
o 0Say5 <Regime shift (change in level and slop) daally <ol 8 Al sl e
dord) sl Joly cmhariall oda Gy s JalSS 3gag pden (ldl) paall ()8 (b mlll 220 Pla
Giloas ) Al st ag HLaaV] 13gl Wigs ¢ saall Aligha A5 A8y yuiiall ok Lalils ualdl

2009 alall b i) JolSill axie b dedall g

(4) a2 Jsaad)
Jo¥) gagaill & idall Jalsill Gregory-Hansen Jbis) il
1. Level shift
. : Asymptotic Critical Values
Test statistic | Breakpoint | Date % 506 10%
ADF -6.31 29 2009 -5.44 -4.92 -4.69
Zt -6.40 29 2009 -5.44 -4.92 -4.69
Za -40.88 29 2009 | -57.01 | -46.98 -42.49

Lags = 0 chosen by Bayesian criterion

2. Level shift with trend

. . Asymptotic Critical Values
Test statistic | Breakpoint | Date 1% 5% 10%
ADF -5.75 29 2009 -5.80 -5.29 -5.03
Zt -5.83 29 2009 | -5.80 -5.29 -5.03
Za -38.44 29 2009 | -64.77 | -53.92 -48.94

Lags = 0 chosen by Bayesian criterion
3. Regime shift

. : Asymptotic Critical Values
Test statistic | Breakpoint | Date 1% 06 10%
ADF -5.55 30 2010 -5.97 -5.50 -5.23
Zt -5.63 29 2009 -5.97 -5.50 -5.23
Za -37.89 29 2009 | -68.21 | -58.33 -52.85

Lags = 0 chosen by Bayesian criterion

Short-Run dynamics Uaill gasal 7 dswai aladials juadll Ja¥t) clSualivg Jobas 1Ll
:using error correction model
Ades Jhiia) e il Ldee e a5 Gregory-Hansen  (1996) ¢l Julsall jladl of o)
On Al Jelsal a8l 28l Talia) Sy sty of aslis 30 ECM Uil s 23901 a6 (8 ¢ )
3 zasail 138 aiily ¢ il Ja¥) LA AL 038 CiliSualing agh b aelin 45 LS cuanll < aia
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&= ARDL framework icjsall sUaN1 il SIAN jlaaiy) g 3sall dalall Lpal) o Llee slae]
el @l JARY) axall apaas 3 alaie V) a3 a8 cclyidl) sda aysi dles LAY ellady) clyid s
D) asie migar uas DA e 4] Jeagill 23 (A SIC jlies Ao Optimum number of lags
Al Sl e Bl il aay yuiie diLaly Uadl) mos i 235 a8 dalles caai LS VAR (i)
«Gregory-Hansen o jidall Jalsall jlaa) ddalss sapaai o3 (6211 2009 4andl Jé structural  break
2 anhl A alae) o5 a8y ¢ ghalall (e daial ellig EXOQENOUS (oa)ls aitieS juiiall 138 dlales Caaiy
Cisns agaill aai ey (63 (ool a3 3 o Sgaill Apnailly aaa] (5305 (ABlasY) duigine (53 o zsail
Sl JLEWY) are daa ey 45 CUAUM of squares sslas) DA ¢re ailh ¢ ansll uiiall
t-statistic, F-Statistic, lelas) e dlaieVL Hosiall 13a Laal HLidl 2aa (NoON-stability
Loilly age 43l =l Omitted variables test ddgiaall clpaaall Lol s o Likelihood ratio
OLERY) 13 8 AN clelasIU Al @iy caiaal aras ~alall adall iasd (b a7 Cis oz dpaill

EX0Qenous s)ls xS zigaill Jd daled) 5 a3 s e
Uadll man e Jalas e Jgaall cpnng (ECM Uil ron i 35 il (5) o8y U Jgaall o
sie Lilias) duginag Allu uilSs -0.768031" 4ed Lo cualy W Error correction term ECT
ADA) 4 1agly Slad w15 gl ) sagally Uadl) oo dulee o s (530 5% yginal) (gsinna
Oail) Bang b Asana wy jaail) JaY) elhadl e %76.8031 4isesi Le ofs cBasase s2all Alish &gl

Sl T 8 A
1(5) 4 dsaal

ECM Wiy el 7 igal
Variable Coefficient Std. Error t-Statistic Prob.
D(LNIMND) 0.680601 = 0.144591 4.707094 0.0001
D(LNINVP) 0.112898 0.043820 2.576407 0.0153
Z -0.170534 0.064248 -2.654311 0.0128
CointEq(-1)* -0.768031 0.162216 -4.734603 0.0001
R-squared 0.757033 Mean dependent var -0.021334
Adjusted R-squared 0.734254 S.D. dependent var 0.242021
S.E. of regression 0.124763 Akaike info criterion -1.220360
Sum squared resid 0.498107 Schwarz criterion -1.044413
Log likelihood 25.96647 Hannan-Quinn criter. -1.158949
Durbin-Watson stat 2.057477
Diagnostic tests:
Jarque-Bera (P-Value) 0.9346
Breusch-Godfrey Serial Correlation LM Test (P-Value) 0.5787
Heteroskedasticity Test: Breusch-Pagan-Godfrey (P-Value) 0.4851
Arch effect test (P-Value) 0.7042
Ramsey RESET Test
t-statistic 0.4048
F-statistic 0.4048
Likelihood ratio 0.3405
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3i5e 4ld Jlillig %5 dusinall (st vie Lilias) (gyina 'Z " atsl) usiall of Jgaall P& e sl
JaY) cilalaas ey Lad JanSlg et uanall e o )il ol cdle i) cang adly sl 2 b
Gy die llyg (il usial) aa Lilias) dgine dulasl 48y Gladiy Clieaall ¢ppuiiall US ) uuadl)
a8y ¢ HAY) ariall Ay %5 Asied) (g dieg cla)lsll e Al JUm) jiiel daills %1 dssiedl
55 JS o (ia 125 €0.680601" 4iad Lo clalsll sue Adymall JUil il Ajall digsall dad cuzly
aniall A5all &g el carlig calil) yuniall Ly %68.06 )8 ity cnloar yiall 138 8 %01 o3k
B %1 ol uai IS o i 1385 70.112898 " aiad Lo L) las) (e dalall duaal Jiadll AV
cialy 33 R-squared ded o Laf Jaadls (ol ysnal 3 Loy %11.29 )8 sy coaliay jiall 13
DA e it o 0 il 3 Alialad) sl e %75 e ST ol gl '0.757033" 4 e

2 asalll 8 52lgl) Aiasd) i)
Al EDCE US (e Aa Ll (5) ady ald) Joaall 8 e 98 LeS o) JBls ) ALl iy
CUSUM, CUSUM of  sbas) PDla cro WS e z3salll 138 o (2) a3y JUl (K& maagy

.squares
16 100
7.5
1.2
5.0
0s8 - 25
0.0 )
04 a T 25 e .
-5.0
0.0
-75
-0.4 -10.0
2010 2011 2012 2013 2014 2015 2016 2017 2010 2011 2012 2013 2014 2015 2016 2017
——— CUSUM of Squares 5% Significance —— Cusum 5% Significance

sban) aladiul J¥) zagall) JSa L) LSS :(2) by S
CUSUM, CUSUM of Squares
Long-Run analysis using —&idall Jalsil) jasi) aladiul Jaghl) saall Jlas LN
:cointegration regression

o) e et Gpasiall A aass ) dughal) Ja) clalaa s il (6) a8 I Jsaadl oo
z3saill 138 5 a3 233 (FMOLS, DOLS, CCR i) Gk alaainly ¢l cdaghll dal) Pla 4l
k.s_'\l_;: Adg ‘CAJ.A.\S\ L;J ):\aJAS\ faa de\ &= Byag Z gaﬁjj\ ):\:C\Al\ Cb)l U9 By <A &).LJ\ e\dalu:\.\
Uil g Lol are 8 i dauld OIS (e «Z catsl) uiiall o0 EDEN (Bl 0 o5 e 35l
& Sle S (Autocorrelation sl Lasll s Llls <Non-normality esbal) ajsil sl
il alasn) dseal oo am 13gly JARCH effect Bl ol @il are e e YA (e
o ] o) &3l slaie) 5 8y el i) JalSal) datia b Abalal) desall e sl 7 gl
vie Tileas) (syine Lgd atgll sl LS5 cdpan) 3 e LS Aanlil) OIS (S e Alla cuilS

e Wl o)8 (S5 %1 Liginall (55
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:(6) ad) Jgaal)
Cointegration regression ¢idall Jalsl jlasil alaiials Jashl) (saall Jalas

Variable FMOLS DOLS CCR
LnINVP 0.110926* 0.157467** 0.109440*
INIMND 0.435416* 0.463739*** 0.427580**
C 9.173126* 8.779094* 9.182848*
Z -0.265356* -0.336732* -0.262906*
Jarque-Bera 0.826459 2.096217 1.010560
Correlogram Q-statistics In all models p-value >10% for 16 lags
Correlogram squared residuals In all models p-value >10% for 16 lags

* %% %% Significant at 1% , 5%, 10% significance level respectively.
Llag) Ay Lagys S (e Juslad) dan e o s FMOLS dylal juadill il A e
i) 13l Aial) A pall cukly 285 %] Agieall (giase die @l calal) il ae Liliaal dgies
Caliay yuxial 1aa 8 %1 08 53 S of e @lld Jais '0.110926" olaie Lo golall ol dasilly
Il e Abyeall JUEY Siaall oxial) Lol coladV) i by caalill juaial) 8 L %11.09 o5
el iy 285 %1 Agiaall (ggine vie @il Liliaa Lgine dulasd A0 £l il daiyy SIS 458
1 8 %1 08 s JS o Ao @y Jag '0.435416" o)laie Lo aulill i) olas yusciall 138 &g 5
cashll JaY) (Pla iy U5 slat¥) G g Loy %43.54 )38 il il 8 iy aliay il

agine dulagd A8 Jadiy L) (e Jalall Las e of DOLS sl i) il DS (e (i
Jass '0.157467" oy)aie Le Lijall 4tig e cazly 285 %5 Lusinall (sgiuma e i) i) o Liliasl
i by ol el 8 L %15.75 o8 i aliay juaiall 138 3 %1 58 s JS of e elld
2 il e Lilian) dogine Lylay) A8y @loylsll e ddyeall JUEY Jiaal) uiall Jagyl S colasV)
8 5t JS ol e el Jag '0.463739" oylake Lo Adjall 4t pe cualy 285 %10 disinall (g5iuse 2ic
o) Pla @y colatV) (i (i) soniall 3 %46.37 508 soxty caloay soaiall 13 3 %1
-ashl

Lisine Aylay) WDy Lagiy HWLY) (e Jalall Lias e of CCR daplal il mils DS (e iy
Al Jass '0.109440'— Hak Le carly Adia g pes %01 Lusinall (gt die alil) i) aa Liliasl
o Ay calill uanall 8 Lk %10.94 538 ity conlay juinal) 138 (3 %1 58 s IS of e
il il ae Liliaal dagins Aulan) A8 Cla)lsl jue Apad) JUY Jiad) yuiall byl a8y colaay)
8 5 JS of e olld Jaug '0.427580" s)lake Lo Adjall afig e caily 285 (%5 dginall (g5ine ic
caghall JaY) DA @l (S5 (alil) i) 8 %42.75 0)88 iy caliay uaiall 138 8 %01

:The second model (Non-Oil sectors) (dubdill & cleUadll) A Zagadll Jalas 414

Ul fossi (8 sl e 38 el Jlal dulee auali of o<a () joall HLEAY Caagy Gaadll ¢ Cam
Jlagul o3 28 il oL@yl 4 W, Arthur Lewis duaj jloal il ¢ ulll sLaidll dalsa))
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Lt lise agaads dadis ) Jyeal Ml ol 138 e cla)lsll sue ddjedll i j850 il Ll
bl e el b ZalaY) aed b Ajed) Qs sl Ll
:Testing for Cointegration syl cyitia cp didal) Jalsil) Lis) Y

)2¢! Gregory-Hansen (1996) «liial) JalSall jlaa) mils cpw g2 (7) a8y U Jeanll S (e
Level iV gl Jo¥1 zasaill 4 a5 o2 Caligll b co il (mny dojliaia gilill of cpaiiy 7 35al)
A Jaliasl ca N0 coiNtegration” axsll jayd Jod DA e e jidie JalSs 3ga9 a2 Ao shift
Level shift Ul z3gall (i %5 Liginal) (ggiun 2ie HLaad dajal) widll e ADF, Z; cileliasl
dandll =ydll Jsds 'NO- coINtegration” aaall (ays (b y Uiy (ABall 24 29y 2S5 With trend
Gsil Al ga5 2005 Al 3" A 5 Aedia pe g 3salll Gliie o it JalS5 dgag nl)
regime Gl z3saill Ll %5 Liginall (g5t e L daall adl) e ADF, Z; lelias) dad
Gregory &  _Ladl o) iy ABall s3a gag risaill 13 b oYl by Z; seliaal 2S5 shift
danb o Cung (Gregory & Hansen,1996) Jilay 5)sSiall A 7 3lall o ey Hansen (1996)
Sl Sl s (Trend ale ol e Lgtlgialy Ll augl) DA (0 Cruagi Canall 13g] Ziail) Judlud)
e TS Layinsg A Z3sail miln Ly Gl old level shift with trend &l el b Joas 8

Ll iyt Syidia JelS ADe Bgag

:(7) ) Jsaad)
(Akadil) e cileUadll) ALY 73 galll & idal) Julsill Gregory-Hansen Juid) gt

1. Change in Level

. : Asymptotic Critical Values

Test statistic | Breakpoint | Date 1% 506 10%

ADF -4.00 25 2005 -5.44 -4.92 -4.69
Zt -4.05 25 2005 -5.44 -4.92 -4.69
Za -23.07 25 2005 -57.01 -46.98 -42.49

Lags = 0 chosen by Bayesian criterion
2. Change in Level and trend

. . Asymptotic Critical Values

Test statistic | Breakpoint | Date 1% 5% 10%

ADF -5.76 25 2005 -5.80 -5.29 -5.03
Zt -5.84 25 2005 -5.80 -5.29 -5.03
Za -37.79 25 2005 -64.77 -53.92 -48.94

Lags = 0 chosen by Bayesian criterion

3. Change in Regime

- : Asymptotic Critical Values

Test statistic | Breakpoint | Date 1% 0 10%

ADF -5.46 25 2005 -5.97 -5.50 -5.23
Zt -5.54 25 2005 -5.97 -5.50 -5.23
Za -36.75 25 2005 | -68.21 | -58.33 | -52.85

Lags = 0 chosen by Bayesian criterion
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Short-Run dynamics Usil) muaal g dgad aladiuls jadl) Ja¥) cilgualing Jadas (Lol
:using error correction model

@l yaxial ECM Uadll emai 3903 5 o3yl Ja) cliaalinn ity 59 cilabead Jamsll JaY
Al el sl uaiall < Al el z3satll 8 Lghudas o5 ) lshaall (uitl ol @lldg oz 3sal
2 i psall) ile 3 oz paill 13g) Al dnaal (ol @l Jalsall sl b basss & Al 2005
Ol Alall o2gl Lald Aallas elyal a3 288 13gly cAunliall CAUCEL e 2aall (e poatiall 1aa aladsl
& «Structural breaks il bl Ao sylavidl #3503 2 Dummy variables dseas <yuie
Gyl e SIS 8 Lasie glul) 138 g s 238 e Jgeant) Jllg e DI sda (b cad
Bai-Perron (2003) multiple  las) s ws ¢(Arranz &  Escribano,2004) dow sl
chiaa Al clgiall aan o3 c¥las 820 229 (Recursive residuals lasl <<, <breakpoint test
AIC, ulee e Talacls 2011 <2007 2002 clsiad) a5 zdgail 13g] dnily 0] leriall Lo
ol z3gai s 3l (8) Al U Joanll g ¢y g 3gaill Bl elady) <y anas 5 FPE
gine uilS B (Al oy "-0.711795" 458 Lo cualy 28 Uadll moans dalaa of Joaall g ¢Uadl
ADle b 1agly (ECT # 0 s dad s Ut eomai idee 8 13g15 %1 Aginall (ggiase tic Liliaal

Slad 5393 50 Akiesal) il purial) de genag il uxial) G o il Jalsl

1(8) L Jgaal
ECM Wil zyaual g igal
Variable Coefficient Std. Error t-Statistic Prob.
D(LNNLAP(-1)) -0.090726 @ 0.128169 -0.707864 0.4861
D(LNINVP) 0.092177 | 0.028851  3.194876 0.0040
D(LNINVP(-1)) 0.009221 | 0.031274  0.294857 0.7707
D(LNIMND) 0.149874 @ 0.096718  1.549604 0.1349
D(LNIMND(-1)) 0.386525 | 0.109261  3.537619 0.0018
DUMZ2002 0.151979 | 0.037058  4.101077 0.0004
DUMZ2007 0.371618 . 0.060934  6.098733 0.0000
DUMZ2011 -0.469156 @ 0.078872 -5.948292 0.0000
CointEq(-1)* -0.711795  0.095942 -7.419016 0.0000
R-squared 0.915137 Mean dependent var -0.010528
Adjusted R-squared 0.889025 S.D. dependent var 0.192352
S.E. of regression 0.064078 Akaike info criterion -2.440392
Sum squared resid 0.106756  Schwarz criterion -2.040445
Log likelihood 51.70686 Hannan-Quinn criter. -2.302331
Durbin-Watson stat 1.528309
Diagnostic tests:
Jarque-Bera (P-Value) 0.5736
Breusch-Godfrey Serial Correlation LM Test (P-Value) 0.1592
Heteroskedasticity Test: Breusch-Pagan-Godfrey, Obs*R-squared (P-Value) 0.3499
Arch effect test, Obs*R-squared (P-Value) 0.2200
Ramsey RESET Test
t-statistic 0.6888
F-statistic 0.6888
Likelihood ratio 0.6095
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DUM2007 0.405609* 0.420653* 0.422891*
DUMZ2011 -0.653397* -0.394747* -0.685193*
DUM2013 0.474274* - 0.490736*
Jarque-Bera 4.528275 3.913419 5.323375
Correlogram Q-statistics p-value >10% for 16 lags
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Abstract
The main aim of this study was to examine the validity of the catching-up hypothesis in the
Libyan economy, by investigating the extent to which the capital goods imports can contribute
in diffuse knowledge from abroad. As well as, estimation the impact of imported knowledge on
labour productivity. In addition, it aimed to investigate whether the current pattern of
knowledge transfer enhances the dual nature of the Libyan economy. By testing Arthur Lewis's
hypotheses of dual sector economy in the case of Libya, estimation the impact of imported

knowledge on labour productivity in the non-oil sectors in Libya.

In order to achieve its objectives, the study has utilized Gregory-Hansen (1996) cointegration
test, error correction model and cointegration regression estimators "FMPLS, DOLS, CCR"

based on annual time series data from 1981-2017.

The main findings of the study have showed a positive strong correlation between knowledge
transfer index and labour productivity. Moreover, cointegration test has supported the existence
of long run equilibrium relationship among the study variables. Furthermore, the index of
knowledge transfer has a strong positive impact on labour productivity in the whole economy
both in short and long run. However, in the non-oil sectors, the impact of the knowledge transfer
index on labour productivity was weak in the short run in the one hand. On the other hand, the
long run coefficients of the knowledge transfer index had a negative sign.

Key Words: catching-up, labour productivity, Libyan economy, knowledge transfer,

cointegration.
JEL Classification: 047, F14, C22.
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