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Abstract

The objective of this study is to test the impact of national savings on economic growth in Sri
Lanka using annual time series data during the period of 1957 to 2014. In order to attain this
objective, this study employed the following analytical techniques: the Augmented Dickey-
Fuller unit root test, Johansen Juselius Cointegration, and Granger Casualty approaches. The
unit root test result indicates that the variables used in this study are stationary at their 1%
difference, 1(1). The Johansen Juselius cointegration test result shows that there is a positive
long-run relationship between national savings and economic growth in Sri Lanka and
Granger Casualty test finds that there is unidirectional causality running from national savings

to economic growth in Sri Lanka.
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Maximal Eigen value statistic:

Amax(r+1) = —Tin (1 - irﬂ)
Trace statistic:

n
Atrace(r) = —T Z In(1 _ir+1)

i=r+1

snyemsriug Qs TLTy:
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Lag AlIC SBC
0 19.37770 19.49133
1 14.3308* 14.78543*
2 14.41495 15.21041
3 14.38635 15.52272
4 14.46956 15.94684
5 14.59964 16.41783

il Leusmewnr 2: Johansen and Juselius

@l B @omBdmeaual GunGuNIseT

Number of Trace 0.05 critical Max-Eigen 0.05 critical
Cointegration statistic value statistic value
equation
None* 44.11614 29.79707 22.64523 21.13162
At most 1* 21.47091 15.49471 17.72178 14.26460
At most 2 3.749131 3.841466 3.749131 3.841466
Sl Leuenewt 3: SymisT sryewt srflugh QHTLTy
Excluded Chi-sq df Prob.
D(EXR) 2.958037 5 0.7065
D(SAVINGS) 15.30050 5 0.0092
All 17.51126 10 0.0638
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