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An empirical study of the determinants of growth of the industrial sector in Malaysia
during the period 1990-2017
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Abstract:

This study aims to study the determinants of the industrial sector in Malaysia and is measured by
the contribution of the industrial sector to the gross domestic product¢ And the independent
variables represented in both fixed capital formation¢ the number of workers in the industrial
sector and foreign direct investment in addition to exports of high-tech goods. During the period
1990-2017. Using an empirical studie by autoregressif distributed lags

The results found that the Malaysian economy depends on economic diversification and to the
industrial sector is one of the branches contribute to GDP growth.
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INDS FBCF IDE TECH TR
Mean | 42.79640 52053.98 4.188400 48.46320 30.08640
Median | 42.22000 47340.16 4.040000 44.52000 30.13000
Maximum | 48.53000 87335.38 8.760000 59.57000 33.67000
Minimum | 38.34000 28842.93 0.060000 38.21000 27.01000
Std. Dev. 3.178170 17114.22 1.992115 7.134970 2.111131
Skewness | 0.284086 0.687523 0.376954 0.277417 0.053749
Kurtosis 1.759898 2.393874 3.528734 1.560633 1.473291
Jarque-Bera | 1938200 | 2352232 | 0.883267 | 2478770 | 2.439998
Probability | 0379424 | 0308474 | 0.642985 | 0.289562 | 0.295231

Sum 1069.910 1301350. 104.7100 1211.580 752.1600
Sum Sq. Dev. 242 4184 7.03E+09 95.24454 1221.787 106.9650
Observations 25 25 25 25 25
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Pp 1 -1
At Level
LNINDS LNFBCF LNIDE LNTECH LNTR
t-Statistic -1.2080 -1.6575 -4.6309 -1.6341| -1.4972
With Constant Prob. 0.6559 0.4406 0.0010 0.4516 0.5192
n0 n0 o n0 n0
t-Statistic -1.5320 -2.6440 -4.9459 -1.4596| -5.2930
With Constant &

Prob. 0.7927 0.2655 0.0025 0.8175 0.0012

Trend
t-Statistic -0.4403 1.8189 -2.1648 0.2647 | -0.0676

Without Constant &

Prob. 0.5143 0.9806 0.0316 0.7551 0.6508

Trend
n0 n0 > n0 n0

At First Difference

d(LNINDS, [ d LNFBCF) | d(LNIDE,|[dLNTECH, |dLNTR,
t-Statistic -5.9414 -5.4704 -18.1887 -5.3033| -7.8435
With Constant Prob. 0.0000 0.0001 0.0001 0.0002 0.0000
With Constant & t-Statistic -6.0967 -5.3293 -20.1119 -5.8915| -7.1793
Trend Prob. 0.0002 0.0011 0.0000 0.0003 0.0000
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LS L2 2 L2 2 EE LS
t-Statistic -6.0122 -5.1130 -17.0693 -5.3937| -7.6943
Without Constant &
Prob. 0.0000 0.0000 0.0000 0.0000 0.0000
Trend
Sk Skkk sk EE Sk
ADF 1 -2
At Level
LNINDS LNFBCF | LNIDE | LNTECH LNTR
t-Statistic -1.1762 -1.6575| -4.6341 -1.6538 | -1.3745
With Constant Prob. 0.6696 0.4406| 0.0010 0.4420 0.5789
n0 n0 o n0 n0
t-Statistic -1.5494 -2.5852| -4.9500 -1.5291| -5.4646
With Constant &
Prob. 0.7861 0.2891 | 0.0025 0.7927 0.0008
Trend
t-Statistic -0.4175 1.6956 | -2.3763 0.2462 | -0.9809
Without Constant
Prob. 0.5232 0.9750| 0.0195 0.7498 0.2835
& Trend
n0 n0 > n0 n0
At First Difference
d(LNINDS | d(LNFBCF | d(LNIDE dLNTR
) ) ) d(LNTECH, )
t-Statistic -5.9993 -5.4398 -6.0923 -5.3051| -7.3833
With Constant Prob. 0.0000 0.0001 0.0000 0.0002 0.0000
kK kK Skk Sk Sk
t-Statistic -6.1108 -5.3052 -6.0240 -5.8915| -7.1793
With Constant &
Prob. 0.0002 0.0012 0.0002 0.0003 0.0000
Trend
kK kK LS 2 LS L2 2
t-Statistic -6.0755 -5.1114 -6.2122 -5.3958 | -7.3862
Without Constant
Prob. 0.0000 0.0000 0.0000 0.0000 0.0000
& Trend *kk *kk sk ok sk

Notes: (*ySignificant at the 10%: **\Significant at the 5%: ***y Significant at the 1%. and (noy Not Significant
18 (g ) g (o) g
*MacKinnon (1996y one-sided p-values.
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3). 3. 3. 2Selected Model: ARDL3
Std. Error
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LNINDS(-2) | -1.156813 0.593121 -1.950384 | 0.1229
LNINDS-3y | -0.829539 0.754550 -1.099382 | 0.3333
LNFBCF | -0.211033 0.112559 -1.874857 | 0.1341
LNFBCF(-1y | -0.197975 0.171914 -1.151594 | 0.3136
LNFBCF-2y | 0.151410 0.098756 1.533169 0.2000
LNIDE | 0.034803 0.017452 1.994262 0.1169
LNIDE(-1y | 0.032881 0.026498 1.240868 0.2825
LNIDE-2y | -0.001330 0.019894 -0.066843 | 0.9499
LNIDE-3y | 0.023304 0.021947 1.061808 0.3482
LNTECH | -0.208763 0.201263 -1.037262 | 0.3582
LNTECH(-1) | 0.298831 0.189701 1.575277 0.1903
LNTECH(-2y | -0.019201 0.257152 -0.074670 | 0.9441
LNTECH(-3y | 0.931738 0.496261 1.877513 0.1337
LNTR | 0.440568 0.476697 0.924211 0.4077
LNTR -1y | 0.150724 0.634545 0.237531 0.8239
LNTR -2y | -0.631490 0.521257 -1.211474 | 0.2924
LNTR -3y | 0.235769 0.196831 1.197823 0.2971
C | 8.905872 4.707882 1.891694 0.1315
R -squared | 0.984969 Mean dependent var | 3.757421
Adjusted R —squared | 0.917330 S.D. dependent var | 0.075590
S.E. of regression | 0.021734 Akaike info criterion | -4.916914
Sum squared resid | 0.001889 Schwarz criterion | -3.978897
Log likelihood | 75.54451 Hannan-Quinn criter. | -4.681005
F-statistic | 14.56210 Durbin-Watson stat | 2.809298
ProbF-statisticy | 0.009383 |
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Autocorrelation Partial Correlation AC PAC Q-Stat Prob*
S S 1 0.068 0.068  0.1215 0.727
B N 2 0.207 0.203 1.2936 0.524
B B 3 -0.147  -0.180  1.9159 0.590
Bl B BE 4 -0.304 -0.349 4.7139 0.318
i i 5 -0.351  -0.303  8.6563 0.124
R R 6 -0.231  -0.140  10.466 0.106
R | | 7 -0.259 -0.292 12.876 0.075
N e 8 0.075 -0.121  13.094 0.109

[*. | N 9 0.091 -0.125  13.437 0.144
B N 10 0.362 0.085 19.220 0.038
[*. | Bl I 1 0.089 -0.224  19.602 0.051
N ] 12 0.083 -0.313  19.961 0.068
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ARDL(3.2.3.3.3) z3s0d sl el ayjsdl ) —=3-4-5
JARQUE-BERA wjla! (] 8LoYL mlalid) Jolang Bl olas 2l o el mjsdl jlas) aci
U ISl (3 el w3l

Bl amll agdt et 107 Kl

Series: Residuals
6 | Sample 1994 2016
Observations 23

Mean 3.32e-15
4 Median -0.001438

Maximum 0.019666
3 | Minimum -0.014765

Std. Dev. 0.009267
b | Skewness 0.580950

Kurtosis 2.424221
1

Jarque-Bera 1.611468
b Probability 0.446760

-0.01 0.00 0.01 0.02

Eviews9 Clr s o slaasi Coldl 31us) o0 1 ezl
3 dI Jop Kurtosis=2.42 bl s 1355 0 4 Jsg skewness=0.58 Llall fales 2glam) I3t ok
el el ws Blsdl 0L sl Se w6 Jarque-bera=0.44>0.05 wle=t of J) Bloyy
ARDL(3.2.3.3.3) z35ed 394! st =5-5
P Jaddl (8 mose 98 LS sgad) Jlas) el OV padin ¢ il 23sad) BLG e a5 sy

Bounds Testsgisd jlest 1069450

ARDL Bounds Test
Included observations: 23
Test Statistic Value k
F-statistic 3.871811 4
Critical Value Bounds
Significance I, Bound I, Bound
10% 2.2 3.09
5% 2.56 3.49
2.5% 2.88 3.87
1% 3.29 4.37

Eviews9 wlr s Jo slas¥ly Eoll slus] o 1 ydaaad)
FISHER 5o Ll ol ekt of oscal, 2018, p. 02y msta
20813 6l e Iy LEVEL 4 [ LEVEL O F-STAT . 0,5 slal 541 9
dria LSS S F-STAT>1, o
Sria LSS s JF-STAT>1, e
S pue ol el azlae [(KF-STAT <I;
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el el o Jpie S urg @l Jedl Sy avy (3.49) F-stat=3.87>1;=3.09) i of &>
]! O paizadlg

VECM-ARDL bl peovas &g —6

) Sl 087 13 awls OVT Jgloin colrdll (n Siie LSS s9m s Bounds test sgudi jlas) sl as
Ls” C(ly Ll moeas ades 2> o b e(Kuma, 2018, p. 08y Ll call ] el i o Uad) mnad
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ARDL Cointegrating And Long Run Form

Variable Coefficient Std. Error t-Statistic Prob.
DLNINDS(-1yy | 1.986352 0.323798 6.134543 0.0036
DLNINDS(-2yy | 0.829539 0.266671 3.110718 0.0358
DLNEBCEF, | -0.211033 0.042916 -4.917316 0.0079
DLNEBCF(-1yy | -0.151410 0.038675 -3.914964 0.0173
DLNIDE, | 0.034803 0.006815 5.106856 0.0069
DLNIDE(-1yy | -0.021974 0.005203 -4.223443 0.0134
D(LNIDE-2y, | -0.023304 0.008155 -2.857758 0.0460
DLNTECH, | -0.208763 0.079072 -2.640145 0.0576
DINTECH1y) | -0.912536 0.172083 -5.302899 0.0061
DALNTECH(-2y) | -0.931738 0.199555 -4.669065 0.0095
DANTR) | 0.440568 0.168231 2.618832 0.0589
DLNTR -1y | 0.395721 0.194572 2.033803 0.1117
DINTR -2y | -0.235769 0.104904 -2.247469 0.0879
CointEq(-1) -2.859636 0.395537 -7.229762 0.0019

Cointeq = LNINDS - (-0.0901*LNFBCEF + 0.0314*LNIDE +
0.3506'LNTECH + 0.0684“LNTR +3.1143 )

Variable Coefficient Std. Error t-Statistic Prob.
LNEBCF -0.090081 0.019874 -4.532527 0.0106
LNIDE 0.031353 0.007709 4.067174 0.0153
LNTECH 0.350606 0.040614 8.632568 0.0010
LNTR 0.068390 0.123197 0.555130 0.6084
C 3.114338 0.574661 5.419435 0.0056
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t=5.41 t=—4.53 t=4.06 t=8.63 t=0.55
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