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Abstract:

The study aimed to measure the determinants of attracting foreign direct
investment in Saudi Arabia during the period (1995-2020), by building a standard
model that includes the most important relevant economic and non-economic
variables and the direct impact on the behavior of the foreign investor, and it was
estimated using the statistical program (Eviewsl10), and using Autoregressive
Distributed Delayed Time Lapse (ARDL) model, and based on the results of its
estimation, it was found that the most influential variable is the tax burden, as the
more it decreased by 1%, the volume of foreign direct investment inflows
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increased by 41.6%, followed by political and security stability so that whenever
it increased by 1% The volume of flow increased by 19.8%, then came the
domestic credit provided to the private sector. Whenever it increased by 1%, the
volume of flow increased by 2.1%, followed by the economic openness variable
with an impact rate of 1.85% with each increase of 1%.

Keywords: External financing; foreign direct investment; attractive determinants;
business environment; (ARDL) model.
Jel Classification Codes: C10, F30, E22.
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ARDL Error Correction Regression
Dependent Variable: D(FDI)

Selected Model: ARDL{1,4,1,0,1,1,0,0,1)
Case 2: Restricted Constant and Mo Trend
Date: 08/21/20 Time: 10:07

Sample: 124

Included observations: 23

ECM Regression
Case 2 Restricted Constant and Mo Trend

Variable Coeflicient Std. Error t-Statistic Prob.
D(GDP) 0.092943 0.017852 5206343 0.0012
D(HCA) -0.826843 0131059 -6.308945 0.0004
D{MR) -0.068168 0021118 -3.227940 0.0145
D{OPEN) 0.273840 0.046668 5867826 0.0006
D{CR) 0.575299 0.074868 7.684198 0.0001
DUMMY 2043431 0.484876 4214439 0.0040
CointEq(-1)* -0.466342 0021939  -21.25638 0.0000
R-zsquared 0.980769 Mean dependentvar 0.221087
Adjusted R-squared 0.973557 S.D. dependentvar 5666760
S.E. of regression 0921491 Akaike info criterion 2920144
Sum squared resid 13.58634 Schwarz criterion 3265729
Log likelihood -26.58165 Hannan-Quinn criter. 3.007057

Durbin-Watson stat 2.850329

* p-value incompatible with +-Bounds distribution.
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o2 A (Jarque-Bera test) las) pdsaand [aidll mdgadl o andall mpjsdl ey
t(Ho 1 ol el ajsdll) ot

2 Blgd el sl Sl it 1(02) 43, S

5
Series: Residuals
Sample 2 24
44 Observations 23
Mean 1.12e-14
39 ] 7 Median -0.180592
Maximum 1.669175
Minimum -1.334671
27 Std. Dev. 0.785851
Skewness 0.313196
1] L Kurtosis 2.395283
Jarque-Bera  0.726465
0 | ‘ | Probability 0.695425
-15 -1.0 05 0.0 0.5 1.0 1.5
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Breusch-Godfrey Serial Correlation LM Test:
F-statistic 4 765536 Prob. F(1,6) 01762
Obs*R-squared 1018132 Prob. Chi-Square(1) 01418
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Heteroskedasticity Test: White

F-statistic 0.402932 Prob. F(15,7) 0.93349
Obs*R-squared 10.65714  Prob. Chi-Sguare(13) 07765
Scaled explained 55 0.688674 Prob. Chi-Square(15) 1.0000
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| UNIT ROOT TEST RESULTS TABLE (ADF)
Null Hypothesis: the variable has a unit root

AtLevel
CPI CR FOI GDP HCA INF ISR NR OPEN POL TAXE
With Constant t-Statistic  -1.7200  -0.6135  -20340  -0.0904  -0.7409 22941  -18106  -13734 16423 09270  -1.4456
Prob. 0.4080 0.8491 0.2712 0.9395 0.8168 0.1820 0.3658 0.5771 04452 0.7599 0.5423
no nd no nd no no nd no nd no nd
With Constant & Trend t-Statistic  -26640  -3.1064  -1.8936 21548 -33039 26848  -36528  -18244 08179 -40154  -35788
Prob. 0.2586 0.1292 0.6237 0.4905 0.0906 0.2509 0.0519 0.6597 0.9489 0.0229 0.0543
no n0 no no * no * no no = *
Without Constant & Trend t-Statistic  -1.8868 12629 14245 1.9566 27104 19441 -06B02 00927 -01300 02765 -1.5809
Prob. 0.0578 0.9425 0.1397 0.9849 0.9972 0.0513 04107 0.6410 0.6280 0.5747 0.1051
* no no no no * no no no no no
At First Difference
d(CPI) d(CR) d(FDI) d(GDP) d(HCA) d(INF) d(ISR) d(NR)  d{OPEN)  d(POL)  d(TAXE)
With Constant tStatistic  -5.2872 44650 26515 38365 57685  5.0827 15288 38342 32034  BE7I0 47802
Prob. 0.0003 0.0021 0.0993 0.0086 0.0001 0.0005 0.5017 0.0087 0.0278 0.0000 0.0013
pest o * ey va e no o, = pest o
With Constant & Trend tStatistic  -5.2699 -4.3388 -26819 -37779 -5 6450 -4.9540 -17119 -37264 -33107 -4 5265 -4.8433
Prob. 0.0018 0.0123 0.2522 0.0378 0.0008 0.0034 07114 0.0418 0.0906 0.0089 0.0051
o w o ax o fen no wx B o pen
Without Constant & Trend t-Statistic  -5.2946  -4.0948 27140  -3.1889  -41602 52569  -14507  -38406  -33749 B8040  -6.7454
Prob. 0.0000 0.0003 0.0091 0.0028 0.0002 0.0000 01334 0.0005 0.0018 0.0000 0.0000
o pon o ey . fen no o s o pon

a: (*)Significant atthe 10%; (**)Significant at the 5%; (***) Significant at the 1% and (no) Not Significant
b: Lag Length based on SIC
c: Probability based on MacKinnon (1996) one-sided p-values.
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Selected Model: ARLOT. 1. 1, O, 1, 1, O, O, 1%

warimel e Coefficient st Error Statistic Prooo-

FIC—1 % O S3I3IGSS e R e e A T O DS O Oo==

= O O920a= O Os==20 A.ao1 =9 o 1Tas

EODP—1r e B == =] e = L= s = e ==

[t SO S2E S e = = = e h N R e e R

ST R O TFasas 0O 2o=EZ10 O oOs==a= e

1= == e k= L OZ==E T e =T

I O DSS 1SS O DSOS —1 DS S 1= e

RO O 1To9=z27F 0 0O 07 3ISES AAassSEmsSa o 1E1 o

P E O oFIsan O_ 1200y a1 os1900 e == ="

P ERIC—1 O SS9 795 O A FoaSo= S P TESSO6 o0 SS

[ = mama=0 2 SS5=151 S SsZzZ01592 oO.00sS

A E o . aca>s e TaT= —= aFao=0o L

e O SFSs=299 O 241531 =2 IS0 FS e e

e e ] e e e O Zo1039 aIESesSss= O 20 St

[=TEN T o OoaZas A.F1Ss 190 .19 1an= O T

— = == = 2. ETeas i e = I = =t oL E0s

R_sguaredc O oos=S0s Mean dependaent var = = R =
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*rote: powvalues and any =0 T tests do Nnot acocount for model
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Model Selection Criteria Table
Dependent Variable: FDI
Date: 08/21/20 Time: 12:04
Sample: 124

Included observations: 23

Model LoglL AlC* BIC HQ Adj. R-sq Specification

39 -26.581652 3702752 4492661 3901412 0986826
a9 -26.782054 3720179 4510088 3918838 0.986595
103 -27.085224 3737846 4478385 3.024089 0.986977
120 -30.463550 3779438 4421240 3.940850 0987076
a3 -27.482790 3781112 4571021 3979772 0985752
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Wil Te st
Eguatiocm: Lintatlecl

Te=sl Statistic alue =T o baaility
F-statistic 1A F7F. o037 (1&,. T [a s ululn]
T hii-sguare 2832 059 15 [ e lululn ]

MUl Hypothesis: CU1 = Cl2kF O3 )= Cld ;= CLSk= C{E = 7 =
= (D)= {1 0)= {11 )= 1T 2)=Cf 1 2= (1 4)=
CLAS)= C{1& =0

il Hypothesis Suarmrmmany.

raormaliized Restricthomn (= 0) wWalue Stdl. Err.
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