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ABSTRACT

This study aims to identify the impact of the shadow economy on the Saudi labor
market during the period from 2000 to 2023. To achieve this goal, the study focused
on analyzing the relationship between the total labor force - as a dependent variable -
and a number of independent variables, namely: the ratio of money circulating
outside the banking system to the broad money supply M3 (as an indicator of the
shadow economy), the number of people with higher education, the rule of law
index, and the inflation rate. The least squares (OLS) method was used to estimate
the relationship between the variables, which allowed obtaining accurate results
based on strong statistical foundations. The results showed a statistically significant
inverse relationship between the ratio of money circulating outside the banking
system to the broad money supply M3 and the total labor force, which reflects the
negative impact of the shadow economy on formal job opportunities in the Kingdom
of Saudi Arabia. It also showed a direct and significant relationship between the
number of people with higher education and the total labor force, which confirms the
importance of education in enhancing participation in the labor market and
increasing employment opportunities. However, the study failed to find a relationship
between the total labor force, inflation, and the rule of law index, indicating that its
impact on the labor market may be limited or indirect. Based on these results, the
study recommends enhancing financial inclusion to reduce the impact of the shadow
economy through policies that support the transition to the formal economy, in
addition to improving the quality of higher education and linking it to the needs of
the labor market, and also recommends enhancing the rule of law to ensure a stable
and sustainable work environment. Finally, the study highlights the importance of
diversifying the economy and reducing dependence on the oil sector, which
contributes to creating sustainable job opportunities and increasing the participation
of the workforce in the formal economy.

Keywords: The hidden economy, Labor market, inflation, Vision 2030.
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CalEMall ola) 53 68 aaail Jalii V) 48 sime Gl g 3an o e JS Cia s PR (0 Gl il Cana i
Gl el oy dgdadld)

:(Descriptive Statistics) cuadl @) yiia Ciua i

il 5 ¢ jlamall ol aiV) dans siall Coloa IS (e Y] i) (ailiad agh ) il 138 Caagy

Jarque-Bera Jlial aladinly oaudall a ) sl e il 3 s (e SH 5 5 aall 5 calaal)
e gl) i) £(1) Jgaad)

Statstics Y N o S Bl
Mean 11799311 | 0.103014 | 160697.9 2284360 | 56.32772
Median 11895285 | 0.095298 | 139157.5 2281688 | 56.97518
Maximum 16933906 | 0.162155 | 303549.0 9.870248 | 62.01923
Minimum 7079451 | 0.074538 | 73607.00 -2.093333 | 47.26368
Std. Dev. 3231911 | 0.022263 | 74376.66 2647924 | 3.561877
Skewness 0.082328 | 1.317734 | 0.443503 0.771256 -0.683350
Kurtosis 1688261 | 3781676 | 1.744114 4.070845 | 3.248558
Jarque-Bera | 4747772 | 7.556713 | 2.364028 | 3.526051 | 1.929652
Probability 0417327 | 0.022860 | 0.306661 | 0.171525 | 0.381049
Sum 2.83E+08 | 2472333 | 3856750 | 54.82465 | 1351.865
SumsSq.Dev. | 5 40E+14 | 0011399 | 127E+11 | 1612645 | 291.8002
Observations 24 24 24 24 24
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Variable Y N EDU INF LOW

Y 1.000000 - - - -

N -0.752648 | 1.000000 - - -
EDU | 5956793 | -0.622092 | 1.000000 - -
INF ]

0.097643 | -0.550850 | -0.036661 | 1.000000
LOW | 3734102 | -0.828448 | 0641511 | 0.393237 | 1.000000
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Variable Level First Difference
ADF [ P-Valu Result ADF | P-Valu Result

Y Non- Stationa:
0.621414 09871 | Stationary | -3.651596 (**) | 0.0129 ry
N|-3544630(**) | 00158 | SRUOMY| 53106516(+*) | 0.0408 | SHONArY
EDU| _3565012(*) | 00558 | S™UOMIY | _gsg5336(++%) | 0.0000 | StHOmIY
INF| 2779567(*) | 00768 | SWUOMIY| 7 615087(+++) | 0.0000 | StHOmAry
LOW| 3585025+ | 0.0537 | SfHOMY | 7 5744430++%) | 0.0000 | Stfionary

Notes: (¥) 10%; (**) 5%; (***) 1%.
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:(Cointegration) & sidall Jalsil) jLoa)

Ale 3 5 dnia i e (Ho: 1= 0) gdsadl &l jria 0 4Ll 28e 6l 25a 5 ade L ji LA S
138 ety Cus o Johansen test)omls ss JLadl aladiuls (Hy: 1> 0) J8Y) e saal s Al
sl (Maximum Eigenvalue Test) s sl 4513l dadll 5 (Trace Test) Y g olisl jlasy)
A(r) Alalsall GEal) dae
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(Johansen) UL il :(4) Jead)
Trace Test Eigen Value Test
Vector Trace 0.05Critical Max-Eigen | 0.05Critical
Statistic Value P-Valu Statistic Value P-Valu
None *
96.07209 | 69.81889 0.0001 | 44.32096 33.87687 0.0020
%

Atmost 1 51.75113 | 47.85613 0.0206 | 29.67433 27.58434 0.0266
At most 2 22.07680 | 29.79707 0.2943 | 15.48594 21.13162 0.2563
At most 3 6.590863 | 15.49471 0.6256 | 6.504699 14.26460 0.5493
Atmost 4 0.086165 | 3.841466 0.7691 | 0.086165 3.841466 0.7691
5 aaine Salus s acall, o oall, b * Eviews :.all

A all adll e Sl ol jial) JASH 4 sunall o8 03 (Eigen value) s (Trace) cskisl il
(g isalll & yuaie G @ yidiall JalSill e JBY) e i8le 2sa g Ao Ju a5 95 & sina (g s i
(Hir>1) dadl (a8l J s g anell () () oy ¢ Uil Jyshall (g2l e

ol cblalea yuads
aalins DDA e (OLS) Aliie V) (s yraall ey jall 43yl aladinly Jaall HlasiV) z3sel i
soeal) dplee il U Jgaal) aia 0 sEViews (9)

(B 73 gall) 4l il o (5) Jgaad)

Variable Coefficient S.E t-statistics P.value
¢ 8402625 5658161 1.485045 0.1539
N 137539563 15719786 2.388045 0.0275
EDU 33.44624 3.387028 9.874805 0.0000
INF -38811.62 86225.86 10.450116 0.6577
LOW 35110.60 81082.91 0.433021 0.6699

Adj R2 =(94%) (R2 =95%). (D.W =1.86). (F-statistics =104.1419). Prob (F-statistics)

=0.000000
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:(Variance Inflation Factors) A&iual) < piiall aduiail) Jalaa Ll
(VIF) aszail) Jalea jliidl ol o) o el @l jpaiall G aaeie Ll )l A5 25 g aae (e Sl
Ay e g 38 Lee STl e (g yaite (g 4 8 kel 480l Al IS 13) Le 46yl il paiiall arenl

_Q\ ).u_\dw'" | ﬁés.s
(VIF) L) :(6) dsaadl
Variable VIF

N 5.107234
EDU 2.646352
INF 2173816
LOW 3.478189
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Joa Al ¢l LEaY) 1 (7) Jssal

P. Value Static. Value LAy

ERBEEPN TR

0.8272 0.379455 Breusch-Godfrey Serial Correlation LM Test

Gl Guilad s Laal

Heteroskedasticity Test: Arch
0.9232 0.009292
@bl sl sl
0.696891 0,722252
Normality Test
0.5167 0.437565 Ramsey Reset Test

EViews (9): ;uuall

o= «aisli Breusch-Godfrey Serial Correlation LM Test Juia) sebl el Jsandl I jlailly
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sl zmly el a0 LY AKEL Spa st QG sl ap Jsd
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el ) A ey Ll G Gl 3 ga 50 B pandl (i j Js8 Ul s 2%5 e ST 4509232
Dol gl a5 sil) S50 (3 aaal) (i s I U SU a5 53l Jarque-Bera Jbssl
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G sinn o 3S10.5167 (st Allain¥) dagdll Gl il jall bl 4dadl) Zapall dadle aer Gleial)
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