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The Effects of Foreign Direct Investment
on the Domestic Investment in the
Kingdom of Saudi Arabia
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Summary:

The study aims to analyze and measure the impact of foreign
direct investment on the domestic investment and economic growth in
the Kingdom of Saudi Arabia during the period (2000-2015). The
analysis and measurement are conducted through analyzing the
fundamental economic indicators in order to evaluate the investment
atmosphere in Saudi Arabia. Although incentive conditions and
privileges for the attraction of foreign investment in economic various
fields available, their most resources are still unexploited due to
constraints of foreign investment attraction. The research problem
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dwells on the following question: what is the impact of foreign direct
investment on the domestic investment and economic growth in Saudi
Arabia? Will the foreign direct investment lead to the diminishment of
or crowing out effects or crowding in effects and curbing its effect on
the economic growth? Realizing the research aims, the research has
relied on the analytical descriptive technique to analyze and describe
the phenomenon of foreign direct investment and its impact on the
domestic investment in the Kingdom of Saudi Arabia. Proving the
research hypothesis, represented in the existence of positive or
negative effects for the foreign direct investment on the domestic
investment and economic growth in the KSA, the study has used the
Measurement approach to measure the impact of foreign direct
investment on performance of some macroeconomic variables and
their role in stimulating domestic investment and economic growth in
the KSA during the period (2000-2015). The study consists of four
sections. Section one deals with the theoretical framework of domestic
investment and foreign direct investment and their relationship.
Section two handles the fundamental economic indicators to evaluate
the investment atmosphere in Saudi Arabia. Meanwhile, section three
discusses the Measurement the impact of direct foreign investment on
the domestic investment in Saudi Arabia. Finally, section four
presents the research findings and recommendations.
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Dependent Variable: Y
Method: Least Squares
Date: Y¥/+Y/16 Time: 22:45
Sample: 2000 2015
Included observations: 16

Variable Coefficient Std. Error t-Statistic Prob.

C 21.42382 7.109343 3.013474 0.0146

X1 -0.386239 0.164970 -2.341269 0.0439

X2 0.353333 0.150334 2.350324 0.0433

X3 0.977381 0.031729 30.80401 0.0000

X4 0.844203 0.117930 7.158538 0.0001

X5 0.397109 0.168960 1.408188 0.0427

X6 -0.219876 0.301866 -1.728390 0.4849
R-squared 0.999821 Mean dependent var 448.2986
Adjusted R-squared 0.999702 S.D. dependent var 213.6344
S.E. of regression 3.690335 Akaike info criterion 5.748947
Sum squared resid 122.5672 Schwarz criterion 6.086955
Log likelihood -38.99158 Hannan-Quinn criter. 5.766256
F-statistic 8376.697 Durbin-Watson stat 2.128238

Prob(F-statistic) 0.000000
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Dependent Variable: Y
Method: Least Squares
Date: 14/02/16 Time: 21:16
Sample: 2000 2015
Included observations: 16

Variable Coefficient Std. Error t-Statistic Prob.
C -26.94651 11.39992 -2.363745 0.0358
X1 0.327436 0.412149 0.794461 0.4424
X2 0.039235 0.210919 0.186018 0.8555
X3 0.298955 0.110140 2.714312 0.0188
R-squared 0.951976 Mean dependent var 119.4211
Adjusted R-squared 0.939971 S.D. dependent var 71.04313
S.E. of regression 17.40621 Akaike info criterion 8.763849
Sum squared resid 3635.713 Schwarz criterion 8.956996
Log likelihood -66.11079 Hannan-Quinn criter. 8.773740
F-statistic 79.29248 Durbin-Watson stat 1.100841
Prob(F-statistic) 0.000000

(Eviews7) gl aladialy (V) Al Jgaad) cliby Lo falaie ) Cald) Aol g Cuua : juadl)
(Y) dorma
A gul,gﬂ\ GS | gadl) jaadd C.at'u
Dependent Variable: Y
Method: Least Squares
Date: 1°/02/16 Time: 22:28
Sample: 2000 2015
Included observations: 16

Variable Coefficient Std. Error t-Statistic Prob.

C -17.61303 18.16339 -0.969699 0.3513

X1 0.459867 0.562447 0.817620 0.4295

X2 0.488503 0.129164 3.782023 0.0026

X3 0.073284 0.393960 0.186018 0.8555
R-squared 0.964532 Mean dependent var 215.5936
Adjusted R-squared 0.955665 S.D. dependent var 112.9797
S.E. of regression 23.78878 Akaike info criterion 9.388623
Sum squared resid 6790.870 Schwarz criterion 9.581770
Log likelihood -71.10898 Hannan-Quinn criter. 9.398513
F-statistic 108.7785 Durbin-Watson stat 1.986001

Prob(F-statistic) 0.000000
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Dependent Variable: Y
Method: Least Squares
Date: 11/02/16 Time: 17:51
Sample: 2000 2015
Included observations: 16

Variable Coefficient Std. Error t-Statistic Prob.

C -17.85541 3.302186 -5.407148 0.0002

X1 0.294859 0.129708 2.273251 0.0422

X2 0.105277 0.021694 4.852772 0.0004

X3 0.250314 0.038376 6.522593 0.0000
R-squared 0.991656 Mean dependent var 93.35744
Adjusted R-squared 0.989570 S.D. dependent var 52.30365
S.E. of regression 5.341683 Akaike info criterion 6.401277
Sum squared resid 342.4030 Schwarz criterion 6.594424
Log likelihood -47.21021 Hannan-Quinn criter. 6.411167
F-statistic 475.3775 Durbin-Watson stat 1.665858

Prob(F-statistic) 0.000000
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