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The Impact of Economic Integration on Mitigating External Economic Shocks and

Enhancing Economic Growth in the GCC Countries (2022-1990)
Abstract:

This study aims to analyze the impact of economic integration among the Gulf Cooperation
Council (GCC) countries on stimulating economic growth and addressing economic shocks over
the period from 1990 to 2022. The study employs an econometric analytical approach, gathering
economic data related to GCC integration, such as intra-regional trade, foreign direct investment,
and gross domestic product (GDP), to assess their impact on the ability of GCC countries to
withstand economic crises, including oil price fluctuations, the 2008 financial crisis, and the
COVID-19 pandemic. The study utilizes the Vector Error Correction Model (VECM) to analyze
the long-term and short-term relationships between economic variables and to determine the speed
at which the GCC economy returns to equilibrium after external shocks. Additionally, the Johansen
Cointegration Test is employed to verify the existence of a long-term relationship between
economic integration and economic growth. The results indicate that the Error Correction Term
(ECT) is significant but suggests a slow adjustment process, with only 5.8% of disequilibrium
corrected per period, meaning that the economy requires approximately 17 periods to return to
equilibrium after an economic shock. Furthermore, the model estimates reveal that 60.7% of
variations in economic growth rates can be explained by changes in economic integration and
external shocks, highlighting the importance of GCC integration in supporting economic stability.
The study also compares the economic structures of the European Union (EU) and the GCC,
identifying key differences. The findings suggest that GCC economic integration has significantly
contributed to economic stability by increasing intra-regional trade and promoting joint
investments, which have helped in diversifying the economy and reducing reliance on oil.
Moreover, coordinated policies among GCC member states have proven effective in mitigating

the impact of economic shocks.
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OIL Price -0.4909 -2.5819 -4.2697 -4.3055
POP -0.3659 -1.8348 -2.1606 -3.1898
PP Test
GPD -6.0034 -6.0034 -23.7736 -23.7736
IntraTrade -4.7555 -4.7555 -24.5605 -24.5605
FDI -0.1808 -0.1808 -33.5195 -33.5195
OIL Price -9.8626 -9.8626 -24.9573 -24.9573
POP -5.32670 -5.32670 -16.32881 -16.32881
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FDI = a0 + o1 GDP + a2 INTRA_TRADE + as OIL_PRICE + 04 POP + g....... (2)
INTRA_TRADE = &0 + 61 GDP + 8. FDI + 65 OIL_PRICE + 64 POP + ¢....... (3)
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FDI (-1) GDP (-1) -639935.5 -4.08192 156773.0 60%
| INTRA_TRADE (-1) | GDP (-1) | 44201417 5.65652 7814246.0
ji:\ OIL PRICE (-1) | GDP (-1) | 479000000.0 | 0.19021 | 2500000000.0
POP (-1) GDP (-1) | -43519391 | -2.58982 17000000.0
ECT (-1) GDP (-1) | -0.058209 | -3.14032 0.01854
FDI D(GDP) 5.98e-07 4.95018 1.2e-07 73%
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ECT (-1) D(GDP) | -0.058209 | -3.14032 0.01854 60%
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