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The Role of Foreign Direct Investment-FDI in Developing Saudi Industrial

Exports -A Statistical Study During 1980-2016
Abstract

The study aims to measure the effect of Foreign Direct Investment -FDI flows on
industrial exports as a percentage of total Saudi merchandise exports during the
period from 1980 to 2016.A quantitative model was used according to the
methodology of joint integration, where the results showed a long-term balance
relationship between the model variables. The results also showed that there are
deviations in the equilibrium relationship at a short-term level. The study suggested
the necessity of adopting a policy of targeting energizing FDI in the export
manufacturing sectors, as well as developing the industrial sector in a manner that

stimulates the competitive capabilities of national products.
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Trace Test
sa il sLaay| sie dagall alll | die Aajall Al
asl Jual) %5 4 gira %1 4 gina
O olad) Qg olad) Qg olad)
sla) sla) sla)
r=0 | r=1" |96.70 | 114.25 | 69.81 | 88.8 |77.81 [97.59
r<i r=2" |50.16 | 67.22 |47.85 | 63.8 |54.68 | 71.47
r<2 | r=3 [19.53 | 35.35 [29.79 | 42.9 |35.45 | 49.36
Maximum Eigen Test
r=0 r>1" |46.53 | 47.03 |33.87 | 38.33 | 44.01 | 39.37
r<i r>2" [31.05 | 31.87 |27.58 | 32.11 |37.48 |32.71
r<2 | r>3 |14.45 | 19.58 [21.13 |25.82 |30.83 |25.86
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pars QIR axel) (ad (jd) () jadd (*¥) e idiall JalSill cilgate s ) S (1)
.(trace test) 5 (Max eignvalue) 4xilaa) (e JS juddy didal) JalCill daie g\ 3629
Soirall (Gima io 7 igalll Cipiia (o b Jals agag A ) (2R Jsd )
05y ) ale oladl Ngag JB A slgw %l 5 %5
O iidia Jalsi agag oo (2l (sdlly (r=0) Ga slal) adadl (a8 LOd) aie Badlg
dio & gina il CilS dua cplan) adbl dady pail) JLaay by oz gall) @piia
O Mg (r=3) didall Jalsil) oliiag (ugaie dlia of gl ¢k %1 %5
Cllaiy) Ao Cipaill Uadl) maaal ¢igad duilaly (Baad of Aty Aal) Jae i piiall
Ga A€ A lial) chaball g (Jal) Aligh A3l ABal) oladl B JaY) §jpad
Al a¥) L) Clis le) USua) clpidl Ady Lalud calall
Bafall Aslaal) cilSy (Aual) cipall jaug agSall GUY) (oliall g Uadl daly)
AUl

tdushall JaY) B §pa8al) Aslaal)
LnExport, = 9.14 _0.529 FDI flow; + 1.7 In Indust, + 0.092In Gov, -
0.04 R_exhange; 3
t- statstic (5.01 ) (4.36 )
(3-35 ) (3-48 )

aliie gax o ¢(5) A Jstag (3) b Aslee) Anlul) Aslaall b gulisl) juisy
Ldgand) el (pa ST Ay gunal) () A ciilS Gua cdilan) AINS cildg 4y gine 7z 3gail)
19 Ll W) 1 b LS qilill) (ae (Sa Stualliy .(1.69) Ay %5 dagira Gima i

(5 o b
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(5) dss>

dushll Ja¥) cilales yad gl

Glalall e dawiS e liall aalal) 93:1)1.933 : @m\ adiall
A In Exports 4l

LAY Statistic S.e p Byual) Cifyuiciall
(t)

- - - 9.14 ¢
Gsiaa ”5.01 0.105 | 0.529 (-) AFdi_Flow,
(Ssina 4.36" 0.39 1.70 ALn Indust,
Syina 3.35° 0.027 0.092 ALn Gov,
Ssina 3.48 0.013 0.04 () | AR_Exchanget

N Ay gina daleal) o ) 5 (**) —%5 de Lgina Aaleall o ) jeds (%)

%1

Gelag Auginag Al pdbal) ial) jlaiiuy) clids bla dalea §)L3) cils -
alad palall il jlaliad) clidss of Ay Al Luajh aa ddlisa agl)
Aaiil) oda payiy gl eVl deliall claball gai cara 3abj A
pte ) ABLAYL Al e Al Luial) cflaiiuy) Gl (alids) cuw
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o Ui L deliall plad ) chlalind) e 3all duwdl) odd dagl
L&)alal)
Al Gl Silly Gad) A b g diiia o lual) g Uadl) Lalil) Jalee Aol Cipla -
Gela Gua ddeliall ahalall ) WS deliall plad 4] cadi) LS
Yol %5 (e JS die Ay ginag duaga BLEY)
daginag dage BLE) g3 asSal) U paa of Lad ARl Aslead) mag -
Uglaa B (pald J<i dolial) plab aoxi Lygrad) dag<all ¢ cua Liliaa)
SN e AS Jin AoV e Y i) e aldieYh JAd) jalaa g gl
Ayl
Leliall chalal) aaa o Lginag Wa B Gaial) Cipall ol ols hudly -
Cipall o paidd) LS sl i Ally Lalai®y) Aplil) aa ABiie Aol Ay
chalall e s Laae cdplaal) clatiall o oaglad) qulal) ads))
Uadl) pranal 7 dgad s ilis 3-2-1
GA die lgiguy Siuall die daddiuall Aiall) Judbad) GsSa ase e Sl aay
aligh 40l ABMe dlia of gy (ISR Sualss Alalsia gl (e (3Ral) a5 ey JY)
gl Laliily o ia¥) jlalind) Clis Ala) e ISy delall chalall m JaY)
Engle and ) cuay (GRdal dipall jau asall Gy elall
didall Jalsil) giad A caiadl o (Johansen,1998) «(Granger,1987
cra LiSan (gdllg Undl) ponaai dgad i Aoy dddeg ¢ Ja¥) Aligh Aujlg ABle (s
JaY) Bauad i)l dlia cilS 1Y) L o cipilly juail) sal) A ABal) ity Lad)
Gl Bl oo Al eolShal) (galit Adf LS ¢ Ja¥) Aligh Luijlsal) ABlal) olad) A
by Jal el Uy Uaill) sl igal i a3 a8y .(Correlation Spurious)
Uajally (JaY) dligh Ael) ABlall o B A Aajall JEal o (gpfilasall cld
P A gail) Ao ¢ puadl) Ja¥) B ABlal o Cijaill Unil) prasaal 7 dgad i A
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ECT =InExport; — a — p1FDI flow; - B2 Inindus; - B; InGov, — B4
R_exchange, (4)
Uil Lodajl) (puSay Aabaal) o2y ggliy Uadl) maauai aay (ECTy) dabrall andiy
Goioal) B Ailgil) Lgiad aa Goludli ¥ el (sl B deliall calall aaa b
aigh Bl slad) A Ha paal dlia 058 puall) saal) B Al il (oY) Jugh
Chaball ad ) ghail Auedl) addl) Juand dalea (1) Uadd) posal Jalaa Jiar Lag . JaY)
Bl (B Ol SO Land (s Tnany (AT 88 (o Aujlgil) Aasdl) s lail L Lisal
58 LS (ECM) gigaill i a3 38y . (1) 4llad) 5540 B Lgbias a3y AN (t-1) dddudd
s LS Ul ol ¢ dgal ity galdd) (6) o) dss b iaga

(6) Jsx>
Uail) sl g igal il il
Lo lial) ahabal) alijlegl @ alil) pial)
(AINnExports) dalul) cfalall e dauis
JLAY t-statstic da¥l) B clalaal) Bpuial) il puiciall
)
S5ina *2.37 0.49- ECT,,
Ssiza 1.75 0.42- AFdi_Flow,
Syia S 1.28 1.41 ALn Gov,
Syia S 0.422 0.038- ALn Indust,
(S5ira 1.54 1.69- AR_Exchanget
R>=0.67 F- statistic =
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4.42 SE=1.4

- %5 e Ay gias dabaal) of ) el (*)
Usdl) ot an 4y gina B335 (6) Jgia (B 5\l Unil) proumaa’ - gl quilii pgun (B9
Ble a9 Ao Ju Laa Aadgiall Ll 5L3Y) aa %5 Ggina Soima vis (ECT )
Uadl) sl an Jalea dad cily «(4) o) gigaldl Clpiie O JaY) Algh 4
adll gai dled Jab Leliall clulall aaa A il Jua ol S 13y (0.49-)
% 49 Loy paali Jal¥) b Goiall o clBlaiy) o) (GAT ey of Aujigal
- Jal) gk A5|gul) ABMlal) olat) B Ui
fh b A Al cllag daghally ) Gala¥) (B sl il spa Ay
chaball gai B 3ol ) a5 %l Aueaiy agSal) G Aad B BN -
dashall (saall A Wil paiemg « gl Ja¥1 A Ligin % 1.4 Ly Lelial
Cisg deliall plab aed B agSal) GUEY) Load] (s 1iag %0.09 Ay
Adlg i) e JAAl jalas g
daghall  Ja¥) A 5Lay) culd  palial) ia¥) jlaiiay) iy Bla A W -
L sy 0.529 wils dia (Gl dndad ue @isla dagli Ay 4o ginay dallu
Agagally Aalal) Luiay) chlaiad) (e ) @ AN il L) of Ao Ju
¢ (0.03 =) saill Ja¥) B Fdi_flow Jalaa il LS Acliall plad
Lol ola3) (B juaall) Ja¥) B Gadiiin clilad) of Ao Ju5 Al 5Lyl
daY) dlgh
OIS G (aghlly saalll Galal) B Ligine doliall plld 4ali) cils Wiy -
B L gag Leliall cfalall Jo cage i 53 doliall g Udd 4alil) Jalea
%1 Ay doliall ¢ Ul Abliaal) dasdl) cundly) LalS dun (Luabai®y) 43 51 aa
Aalea L3 cily  Jaghl  Ja¥) B 1.7 deuds Leliall cialall cadl))
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A e Ju L (-0.0.38) iy Al uadl  Ja¥) B Uil muaas
O gy oladl B ymall) Ja¥) B Ja cilbady)
el b (Lilas) Lyginag Al B,LE) 93 Adal) Cipall jou S ol udly -
Babj (gafia %1 Ay duthgl) dlead) dad (@lidd) ) Cua  uallly Jaghl)
2o ddile cola Al sdag bgin (%0.04) Lawiy Leluall cfjilall ana
% 1.9 s pall) Ja¥) A clijaty) paatin dus i) maai 4abs
skl Ja¥) B Bl auagl ) deadd cduia 558 8
Alsd uaad alilaa) .4-2-1
i ¥ g isalll o (7) Jsta B Bl gl (e i (Blgll and @il yagainyg
sl yap (b ol Y A (ag (LM) Ly Uiy oUadBU dedotl) Jaliy¥) AlSoa (e
81 Ay (P-value = 0.11) dad cilS cua cUad¥) o Byl 492 adrs a1
0.1 0.5 & ginall Goia (o

(7) Jsas
Reseduals gébg\ oaad ¢ )las)
LAY 5 jakal) dasdll P- value
Normality (Jarque — Bera) []: - 0.0871
0.778254 0.0331
[2]: - 0.3091
0.969478
[31: -
0.462680
Breusch — Godfrey Serial Correlation (LM- [1]: 34.01 0.107
Stat) [2]: 17.61 0.848
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330.00 0.71

Residual Heteroskedasticity Tests

JREAY sl (28 Jad AT dua (b)) Gl ade Al (e g isalll gld Lo il LS

Liginall Goiwa o Sl Ay (p— value = 0.7 dad cali &ua (Chi — square)
Llliay) dad oS Gun Ladall ajal o Ul of @ilidll caagl LS .01 <0.5
ol gl andl (2@ Jsd L gy ¢J- Berra = (.87 iy (P -Value)

erondall 2 gl aui e UadY) ol
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: Giluagilly gl
zhabal) daali (B pdlall ial) Ldiu) Gl dla jga dulad ) dadd) Gis
s a5 B9 2016 -1980 (e 55 JMA gagad) slaBY) o gukill delial)
da¥) aligh L) Adle Al o iagl (sl cdidall Jalsil) Lagial Tig ol g 3gal
b Bl sladly Ji Ao Cijpill Unil) paal zigal a2 LaS (g dgall) cfptia C
bl il L) i dla o ABa of Au)al) caag) Sy el JaY)
Ay thilan] Lyginag ke ABe dalull calal) ¢ S Lelial) cfalall Gug
) 328 Ge AaulAl) cpalall paa £ U G @l cdahal) Ludad use sy Ao
Bal) ciliby culef culs ) (Judatll 3,3 JMA Clibull Aadagi L gag ¢sagrudl SLaiBy)
NaByY) b jasall) ) asgil) B auiall) plab Llas ) Lad adlayl 1wl
udd Ggiua Ao Ajlgll ABlal B clial) duia of gl cadagl LS sagad)
Ladee Lod o slaie¥h 0.49 Ludss Lisiu pawa® GV o2 of ¥) Ja¥)

Liilan) 4 gina g Aulla 3)L5) 53 culS éua (ECTy ) Uadd) masas

il il
A all) Ao Cluagil) sl A bua (Sa gale Juaatal) il Ji A
Audlil Bl (318 i () G duihgl) cilatiall AUl chadl) ekl Sga -
ol B Bua e cdd AL Ll @l Lagud) Leliall cfjslall
slgw (gl doliall g lad olalhy o) aeal) Ji ot dald (dallal)l puailf
Al cMged of A8l acy
Aapuall) doliall plad B jdbal) al) L) cilygiud Al A8 -
chiball gai B bl o1 pdball il LN sl Bgpa dlia ¢ Eua
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gl a¥) e all aiily Aaall Godl daddl dgagi o Sl dauy delial
L pdall) poyy JSh clolbdl) sl b L)

kel Ao Jganll gllaall cidgl) Johb ey Cua lalind) Cleha) st -
e Jalady o gliag A Lag<all cilgall ssty Glaliall Aalad) cilidlgally
Aalil) Joall o S B Lai) clhgra aal (ha dladl) 3l i ¢ palioal)
Gubi Ao Joall pans clee QL) clsha) Johy dad Al e il
Clasdl) b A8ladl)y 5 olisl) S0l o sl A A iy Aassalls an L
o iy Jushlly Bugiall gaal) & Gladl) o3 ansls AAST addy duagSal
clasdl) ) Jouasl Juguaddl ciyii¥) Laguaiy cilagleal) Lianglgi€i aladia) oA
e gSal)
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&bl
dped) Al aafall sl

Alaall A (oalaBY) galll B Wyeyy Bpalall Lnia¥) clldinyl (2004) L ( Sa -
ashall A< (5ygdia p& iuale Alu) 2000 — 1970 5,580 dawld duls — Loageud) dupal)
Aoagrad) Aupal) ASlaal) cagna dllal) daala (dylay)

(A Andall "o giagay Clubiug i — Lalady) Ll " (2007) cate (AA -
O (les

digpas e "Lyl Lupll ASleal) B olinal) S Clasaa ' (1999) zosan ¢ Slgusl) -
129-97 o e ((15) sl ¢ (8) ae (Lutlaidy/ Eipail! Luel) Lrand) idue Liiluaid)

sl allal) Jga ) sdlall iaY) Sl Al Lk " (2005) e ) -
(83 )5 i) gl

¥ L) Qi (B olaged) Aiad auli " (2005) dae gl ale ¢ gl Al -
dagaill LN jaigall oAy )ay) Loaiill Lusjal) Aaliial) "(galaiBy) piagh Ao lgulSaily ydlual
coaewd 21 — 18 83al (N4 shial) jdball el jlaiial

b Aatill Ll Aludes "Lliaby Ciajlad — yabal) ia¥) LW (2004) Glus i -
(CugSl ) Jadadil] dgaa AUAY Adad) Aual) SUaEY)

steabe Al " il B (galaBY) gailly dbial) ia¥) jlaiiad) " (2011) A cgud -
Al (Al < A daala AaalaBY) aghal) B

psgan ¢ AyASY) ¢ dgalall Al Sales duaba) Llady dalgd) " (2003) e ha -
Apd) s

"Gagad) dnal) dslaal) B oliall kil (2016) sagaad) sl 4l Ggaia -

Aaalil) Jgalt LpabaBy) dpaiil b pdlial) ia¥) SlaiiaN) jg0 " (2013) mlla Al gl -
Alaa ¢ pald 2o — daalad) Lalai@y) aglell daiy 4US Al "diual) Apaill Lald 5LE) 2a
378 - 357 ua o= (20140429)
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Ljlia Aus — Lalgall pae B dlal) ial) jlaiiay) clasaa ' (2002) Loy Dludlse -
A Al ¢ paa o Gl pa A el Ll @ud qsing @d e JS quladl
Aaal) juaa B sgan ¢ AU 05

Joall Auilaiy) cilaally pdball ia¥) L) Qs dilagind dub ' (2005) G g -
Al Laaiill el Ladaial) «Liialy Japaill G jaigall " uaa ) BLEY) 2a Al
caa i) ayd ¢ ey 21 — 18 55l

L) Aalll aalal) :Lald
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Agiajl) Judaad) il ciLaa) it (1) Jsaa

ilaaY) (3

-

UNIT ROOT TEST RESULTS TABLE (ADF)

Null Hypothesis: the variable has a unit root

With Constant

With Constant & Trend

Without Constant & Trend

With Constant

With Constant & Trend

Without Constant & Trend

At Level
EXPORTS
t-Statistic -1.0951
Prob. 0.7071
n0
t-Statistic -2.0731
Prob. 0.5428
n0
t-Statistic  (0.8442
Prob. 0.8887
nQ
At First Difference
d(EXPORT
5)
t-Statistic -4.6047
Prob. 0.0008
o
t-Statistic -4.4869
Prob. 0.0056
o
t-Statistic -4.2452
Prob. 0.0001

* % %k

Gov
-2.3610
0.1596
n0
-2.9058
0.1727
n0
0.3615
0.7838
n0

d(Gov)
-5.0144
0.0002
-4.9595
0.0016
-5.0446
0.0000

3k 3k %k

INDUST NET_FDI
-2.1776 -2.6742
02183 0.0886
nQ *
-1.2037 -2.7877
0.8902 02110
n0 n0
-0.0793 -2.0204
0.6475 0.0429
no -

d(INDUST) d(NET_FDI)

-4.8584 -5.8011
0.0006  0.0000
-5.2617 -5.6627
0.0012 0.0002
-4.9597 -5.8997
0.0000 0.0000

* % %k 3* % %

R_EXCHANG
E
-2.5648

0.1095
n0
-0.7537

0.9607
n0

-2.5682

0.0117

* *

d(R_EXCHAN
GE)
-3.0699
0.0382
-3.6258
0.0419
-2.9573
0.0043

* % %k
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(2) Joa
bl Jalsll LG8 il

Unrestricted Cointegration Rank Test (Trace)

Hypothesize

d Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.703149 93.06726 69.81889 0.0002

At most 1 * 0.634993 51.77338 47.85613 0.0205
At most 2 0.249311 17.50690 29.79707 0.6026
At most 3 0.160308 7.756945 15.49471 0.4918

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesize
d Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.703149 41.29388 33.87687 0.0054

At most 1 * 0.634993 34.26648 27.58434 0.0060
At most 2 0.249311 9.749954 21.13162 0.7677
At most 3 0.160308 5.940467 14.26460 0.6209
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(3) ds>
Uail) pranaal g agal ki gilis
Vector Error Correction Estimates
Date: 02/03/18 Time: 15:15
Sample (adjusted): 1983 2016
Included observations: 34 after adjustments

Standard errors in () & t-statistics in [ ]

Cointegrating Eq: CointEql
EXPORTS(-1) 1.000000
GOV(-1) -0.092464
(0.02752)
[-3.35952]
INDUST_GDP(-1) -1.705084
(0.39033)
[-4.36836]
FDI_Net (-1) 0.529109
(0.10568)
[ 5.00660]
R_EXCHANGE(-1) 0.045586
(0.01309)
[ 3.48148]
C 9.142406

D(INDUST_GD D(R_EXCHAN
Error Correction: D(EXPORTS) D(GOV) P) D(NET_FDI) G)
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CointEq1l -0.498158 1.417773 -0.038203 -0.427456 -1.960983
(0.20961) (1.10129) (0.09045) (0.24303) (1.27109)

[-2.37659] [1.28737] [-0.42238] [-1.75888] [-1.54275]

D(EXPORTS(-1)) 0.011252 -1.549578  -0.032145 0.203200 1.071533
(0.17787) (0.93452) (0.07675) (0.20622) (1.07860)

[ 0.06326] [-1.65816] [-0.41883] [ 0.98534] [ 0.99344]

D(EXPORTS(-2)) -0.019504 -0.336201 0.025092 0.108192 0.879286
(0.16770) (0.88108) (0.07236) (0.19443) (1.01693)

[-0.11630] [-0.38158] [0.34677] [ 0.55645] [ 0.86465]

D(GOV(-1)) 0.160699 0.118215 0.072566 0.014286 0.292446
(0.05714) (0.30022) (0.02466) (0.06625) (0.34651)

[2.81234] [0.39377] [2.94318] [0.21564] [ 0.84398]

D(GOV(-2)) 0.016821 0.109718 0.043459 0.081638 0.980221
(0.07138) (0.37504) (0.03080) (0.08276) (0.43287)

[ 0.23565] [ 0.29255] [1.41098] [ 0.98641] [2.26448]

D(INDUST_GDP(-1)) -0.057004 -1.168688 -0.640004 -2.073310 -11.25507
(0.98172) (5-15797) (0.-42361) (1.13823) (5-95325)

[-0.05807] [-0.22658] [-1.51085] [-1.82152] [-1.89057]

D (R_iExchange (-1)) (0.03582) (0.18818) (0.01545) (0.04153) (0.21720)
[-0.23563] [-0.59292] [-0.21735] [-1.43342] [-0.86226]

c 0.150604 0.555593 0.282746 0.298960 1.395981

(0.32834) (1.72507) (0.14167) (0.38068) (1.99106)

[ 0.45869] [ 0.32207] [1.99574] [ 0.78533] [0.70113]

R-squared 0.673564 0.363112 0.435999 0.379294 0.571795
Adj. R-squared 0.510346 0.044668 0.153998 0.068940 0.357692
Sum sq. resids 47.91889 1322.776 8.921809 64.41568 1762.128
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S.E. equation 1.475849 7.754108 0.636818 1.711136 8.949678
F-statistic 4.126774 1.140269 1.546093 1.222135 2.670660
Log likelihood -54.07745 -110.4831 -25.50026  -59.10685 -115.3585
Akaike AIC 3.886909 7.204887 2.205898 4.182756 7.491677
Schwarz SC 4.425624 7.743602 2.744613 4.721471 8.030392
Mean dependent 0.524072 0.327090 0.233820 -0.179684 -3.598589
S.D. dependent 2.109101 7.933315 0.692356 1.773355 11.16698
Determinant resid covariance (dof adj.) 2612.723
Determinant resid covariance 296.3550
Log likelihood -337.9760
Akaike information criterion 23.70447
Schwarz criterion 26.62251

VEC Residual Serial Correlation LM

Tests

Included observations: 34

Lags LM-Stat Prob
1 34.01143 0.1077
2 17.61294 0.8584
3 29.24736 0.2537
4 27.39622 0.3364

Probs from chi-square with 25 df.
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