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ABSTRACT— The tourism industry is considered one of the biggest industrial sectors in the world, which 

drives economic growth and creates jobs, especially in the developing countries. Saudi Arabia is known for 

its tourist attractions, especially the religious ones. Saudi Arabia has recently re-formed its tourism sector with 

the aim of increasing its economic contribution within the plan of economic diversification. The main 

objective of this paper is to examine the impact of the development of tourism sector on Saudi Arabia’s 

economic growth. The paper examined the impact of the main components of tourism (inbound and outbound) 

on economic growth, which captures the net effect of tourism on the economy, i.e., the positive impact of 

domestic tourism and the negative impact of out-bound tourism. To achieve the paper objective, a quarter data 

from 2015–2020 is used. The paper estimated two-stage least square model with instrumental variables. The 

study results showed that internal tourism (domestic and inbound) has a positive impact on economic growth, 

while outbound tourism has a negative one. The results show the importance of the impact of outbound tourism 

on GDP growth as its negative impact is significant and may outweigh the positive impact of domestic tourism. 

The paper recommends increasing the scale of investment in the tourism sector to enhance domestic tourism 

and reduce outbound tourism. 
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1. INTRODUCTION 

Tourism is considered a potential source of economic growth and poverty eradication in developing 

economies [36], [32]. Tourism has become one of the major players in international commerce, and represents 

at the same time one of the main income sources for many developing countries. This growth goes hand in 

hand with an increasing diversification and competition among destinations. According to the World Tourism 

Organization (WTO), over the decades, tourism has experienced continued growth and deepening 

diversification to become one of the fastest growing economic sec-tors in the world. In this connection, the 

[36] reported that travel and tourism play a vital role in the creation of jobs, both including its direct, indirect 

and induced impacts; it estimated that 1 in 4 jobs created across the world, i.e., about 333 million or 10.3% of 

all jobs, and accounted for USD 9.6 trillion (10.3% of global GDP). Meanwhile, international visitor spending 

amounted to 6.8% of total exports and 27.4% of global services exports, contributing USD 1.7 trillion in 2019. 

Thus, tourism is considered a significant part of the trade-in international services and has become a prominent 

and growing industry. However, in 2020 the effect of COVID -19 leads to a loss of 62 million jobs, leaving 

just 271 million employed across the sector glob-ally. The sector also suffered losses of almost USD 4.9 

trillion, with its global contribution to GDP declining by 50.4% year-on-year, compared to a 3.3% decline of 

the global economy. In 2021, slight recovery is reported as travel and tourism’s contribution to GDP in-creased 

by USD 1 trillion (+21.7% rise) in 2021 to reach USD 5.8 trillion, while the sector’s share of the whole 

economy increased from 5.3% in 2020 to 6.1% in 2021. 
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The development of the tourism sector is important for economic growth from both micro and macro-

economic perspectives. Microeconomic results from boosting production and demand for goods and services, 

while the macroeconomic impact increases foreign export demand for domestic goods creating employment 

opportunities and foreign exchange earnings. Therefore, the tourism industry is an essential element for the 

growth of the world economy and an important source of revenue for several countries, especially for 

developing and least-developed countries [26], [33]. 

 

Saudi Arabia, is not an exception as it undergoes into a transformation process to developed tourism sector to 

diversify income sources. Saudi Arabia occupies most of the Arabian Peninsula and has coastlines on the 

Arabian Gulf and the Red Sea. Saudi Arabia is known for its tourist attractions, especially the religious ones, 

as it has holy sites such as Makkah and Madinah, which are considered sacred to Muslims. There is a tourist 

attraction in each of the country's 13 provinces, such as the Asir Mountains in southwestern Saudi Arabia, the 

capital city of Riyadh, which is rich in culture and history, the Eastern Province, which is characterized by 

sand dunes and oases, and Al-Baha Province, the country's green land. Saudi Arabia has a well-developed 

infrastructure that favors tour-ism, as there is an extensive road network throughout the country with the 

necessary services. 

 

For decades, the Saudi economy was primarily dependent on oil exports, which until recently accounted for 

more than 70% of budget revenues and nearly 40% of GDP [37]. In 2020, the contribution of tourism to GDP 

in the Middle East was 5.1% and varied from country to country; in Saudi Arabia, it was 2.8% [33]. Saudi 

Vision 2030, Saudi Arabia's new economic plan, aims to diversify the economy and make the country less 

dependent on the oil sector. The development of the travel and tourism sector is one of the key sectors to 

achieve the goal of diversifying the country's economy. Saudi Arabia's national strategy aims to increase the 

contribution of the tourism sector to 10% of GDP and create one million new jobs by 2030 [30]. In 2022, the 

tourism sector's contribution to GDP is expected to reach 3.2%. According to the plan, new projects such as 

Neom, Diriyah Gate, Red Sea, and Al-Ula are being developed, and large investments have been made in the 

tourism sector. This development of the tourism sector can play an important role in promoting domestic 

tourism and reducing foreign travel by nationals. This will not only accelerate economic growth, but also 

improve the living standards of domestic citizens. 

 

As a contribution to the hypothesis that the development of the tourism sector will lead to an improvement in 

economic growth, the main objective of this study is to analyze the performance of the tourism sector from 

2015 to 2020 and examine the impact of domestic tourism (inbound and domestic) and outbound tourism on 

the economic growth of Sau-di Arabia and make a projection for the future. The novel part of this study is to 

examine the impact of the main components of tourism (inbound and outbound) on economic growth, which 

captures the net effect of tourism on the economy, i.e., the positive impact of domestic tourism and the 

negative impact of outbound tourism. 

 

The remaining sections of this paper are as follows: Section 2 presents a literature review on the impact of 

tourism on economic growth. Section 3 presents descriptive statistics on the performance of various tourism 

activities in Saudi Arabia. Section 4 discusses the data sources and the theory of the econometric model. 

Section 5 reports the statistical results of the analysis. Section 6 discusses the results, and finally Section 7 

presents the conclusions and recommendations of the study. 

 

2. literature Review 

There is strong evidence from the literature that tourism development leads to economic growth, known as 

the tourism-led growth hypothesis [19]. [22] claimed that tourism has significant positive effects on economic 
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growth in both developed and developing economies, supporting the prevailing hypothesis of tour-ism-driven 

economic growth. Testing the tourism-driven economic growth hypothesis, [14] reported that international 

tourism does not affect economic growth, but domestic tourism has an increasingly positive impact on 

economic growth. [9] reported that tourism's contribution to economic growth is highest in Africa, Asia, Latin 

America and the Caribbean, and its economic impact is slightly negative in Europe, North America and 

Oceania. [21] examined the impact of tour-ism spending on sub-Saharan Africa and found that tourism 

spending negatively affects economic growth, while tourism revenue has the opposite effect in SSA. [13] 

analyzed the impact of tourism on Italy's economic growth and the results showed that the number of tourist 

arrivals, international tourism revenue and international tourism expenditure have a significant impact on 

economic growth. Conversely, some studies findings prove no significant relationship between tourism and 

economic growth e.g. [5] examined the impact of tourism development on economic growth in developing 

countries, they used data from 1995-1999, the results showed no evidence to support tourism-led economic 

hypothesis. 

 

For the relation with sustainable development, tourism was found it play a crucial role through its contribution 

to diverse cultural, social, technological, experiential, and natural products for leisure and business [31]. Also, 

the travel and tour-ism sector are the largest employment sector, both directly and indirectly. According to 

[19], tourism creates one in four jobs worldwide. For example, about 334 mil-lion or 10.6% of all jobs were 

created in the tourism sector. Furthermore, the sector is considered a strong stimulus of economies as it 

influences other related economic sectors, in-creases domestic demand, contributes positively to the balance 

of payments and allows better redistribution of wealth [25]. In a recent study, [18] examined impact of tourism 

on regional economic growth from perspective of global value chain as many products in the tourism industry 

are imported from other economies; whereas other products may be exported as intermediates to other 

economies. The study used the multiregional input–output table with 35 industries and 63 economies to 

comprehensively examine the economic contribution of tourism to Thailand as well as to the global economy. 

The findings suggest that tourism in Thailand contribute significantly to the economy through impact on 

output and value added. The industry has stronger intra-spillover and linkage with domestic industries, 

particularly downstream industries, and weaker connections with industries in other economies in the global 

supply chain. Similarly, [29] reported, according to the results of their study, that international tourism 

activities have a positive and significant effect on the GDP growth rate because tourism activities create 

opportunities that increase economic activity and economic growth. 

 

For the tourism sector in Saudi Arabia, [2] reported that there is an increasing trend of tourism expenditure 

compared to its income, which reduces tourism's contribution to gross domestic product (GDP). [10] 

conducted a study on Saudi Arabia to analyze the causal relationship between tourism and economic growth 

for the period 1990 to 2018. The empirical results showed that economic growth in Saudi Arabia is positively 

influenced by tourism and there is a positive correlation between tourism and economic growth. [8] reported 

on their study of the positive impact of rural tourism development on the quality of life of local residents in 

AlAhsa region, Saudi Arabia. 

 

Most of the literature on the economics of outbound travel looks at the factors affecting the flow of tourists 

[17], [11], [16], [20], [28], and studying the demand of international destinations such estimating demand 

elasticities [24]. In another aspect, [34] examined the impact of economic growth on outbound tourism. 

 

Clearly, the above studies demonstrate that there is a positive direct effect of tourism on economic growth, 

but they have not shed any light on tourism's net effect on the economy. This study will fill this gap by 

assessing the positive and negative impacts of different tourism activities (domestic and international tourism). 
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This is relevant to the case of Sau-di Arabia, where the number of foreign tourists is increasing and at the 

same time the number of nationals going abroad is increasing. This study is based on the following hypotheses: 

 

Hypothesis 1 (H1): There is a positive association between economic growth and domestic tourism (inbound 

and domestic) and a negative association between economic growth and outbound tourism.  

 

Hypothesis 2 (H2): The net impacts of tourism (internal and external) are positive. 

 

3. Performance of Tourism Sector in Saudi Arabia 

 

3.1 Tourist trips 

Table 1 shows the number of trips of internal and outbound tourism between 2015-2020. Internal tourism 

consists of inbound and domestic tourism. As shown by table 1 domestic trips are higher than inbound trips 

accounting for about 75% of internal trips. Meanwhile, internal tourist trips account for about 59.6 million 

(77%) of total tourist trips in Saudi Arabia compared to 17.8 million from outbound tourist. In 2020, due to 

COVID -19 pandemic and pandemic-related regulations, which limited people's movement, there was a sharp 

decrease in inbound and outbound tourist trips and a slight decrease in domestic trips. COVID -19 affected 

overall international tourism activity, in 2020 international tourist arrivals declined by 73% and real export 

earnings from tourism declined by 63% due to widespread travel restrictions [33]. 

 

Table 1. Number of tourist trips (000s) between 2015–2020 

 Internal Tourism Outbound 

 

Total 

  Inbound Domestic Total 

2015 17994 46,450 64,445 20,819 85,263 

2016 18044 45,036 63,081 21,207 84,288 

2017 16108 43,821 59,930 21,146 81,075 

2018 15334 43,255 58,590 19,751 78,340 

2019 17525 47,805 65,331 19,010 84,341 

2020 4138 42,107 46,245 4,839 51,084 

Average 14857 44745 59603 17795 77,399 

Source: Tourism Intelligence Center, Ministry of Tourism, Saudi Arabia 

 

3.2 Tourist expenditure 

Table 2 shows tourist spending of internal and outbound tourism. The average share of tourism spending in 

the current GDP is about 7.5%. Inbound spending accounts for 62% of internal spending compared to 38% 

for domestic tourism, although domestic trips are higher than inbound trips. This means that spending by 

foreign visitors is high compared to that of domestic visitors, which shows the importance of promoting 

inbound tourism. Spending by internal tourists accounts for about 65% of total tourism spending in Saudi 

Arabia. The outbound spending is about SAR 69.5 billion (US $18.5 billion) compared to SAR 132.2 billion 

(US $35.26 billion) for internal tourist spending. It was also noted that there was a sharp decline in all types 

of tourism spending in 2020 due to COVID -19 and related regulations. At the global level, the estimated 

losses in export revenues in 2020 are US$1.1 trillion, accounting for 42% of total losses in international trade 

[33]. 

 

Table 2. Tourist expenditure (SAR Mn) between 2015–2020 

 Internal Tourism Outbound 

 

Total 

 

Share in GDP 

(%)  Inbound Domestic Total 

2015 82,500 48,419 130,919 84,121 215,039 8.8 

2016 93,423 55,429 148,852 97,294 246,145 10.2 
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2017 97,778 46,100 143,879 77,905 221,783 8.6 

2018 93,478 48,122 141,600 67,831 209,431 6.8 

2019 103,354 61,206 164,560 68,079 232,639 7.7 

2020 20,101 43,347 63,448 21,969 85,417 3.1 

Average 81772.21 50437.27 132209.5 69532.99 201,742 7.5 

Source: Tourism Intelligence Center, Ministry of Tourism, Saudi Arabia 

 

3.3 Tourism performance by regions in Saudi Arabia 

As shown in Table 3, Mecca province dominates the number of inbound and domestic trips compared to the 

other provinces, with 60% and 34%, respectively, followed by Eastern and Riyadh provinces (20% and 15%, 

respectively). Madinah and Assir provinces account for 15% and 11% of domestic tourist trips, respectively. 

Mecca also ranks first in tourist spending, accounting for 71% of inbound spending and 35% of domestic 

spending, followed by Eastern and Riyadh provinces. The reason behind this is that Mecca is a holy place 

where many Muslims perform Hajj and Umrah, in addition, the tomb of Prophet Mohammad and his mosque 

are located in Medina, and all Muslims come from time to time to visit the tomb and pray in the mosque.  

 

Table 3. Distribution of tourist trips and expenditure by Saudi provinces, average share for 2015–2020 

(percentage) 

Province Tourist Trips Tourist Expenditure 

 Inbound Domestic Internal Inbound Domestic Internal 

Assir 0.2 11.1 8.4 0.2 12.5 4.9 

Baha 0.0 2.8 2.1 0.0 2.7 1.0 

Eastern 19.9 9.5 12.1 10.5 9.6 10.2 

Hail 0.1 1.7 1.3 0.1 1.4 0.6 

Jizan 0.1 4.8 3.6 0.1 4.9 1.9 

Jouf 0.3 1.0 0.8 0.2 1.1 0.5 

Madinah 0.9 15.6 11.9 0.7 10.4 4.4 

Makkah 59.8 34.2 40.5 71.1 35.5 57.6 

Najran 0.1 1.3 1.0 0.0 1.4 0.6 

Northern 2.4 0.8 1.2 0.6 0.9 0.7 

Qassim 0.4 2.7 2.1 0.2 2.4 1.1 

Riyadh 14.9 11.4 12.3 15.8 14.2 15.2 

Tabuk 0.9 3.1 2.5 0.4 3.0 1.4 

Source: Calculated from Tourism Intelligence Center data 

 

4. Material and Methods 

 

4.1 Data 

Quarterly tourism data from 2015 to 2020 was used for the analysis with 20 observation. Tourism data was 

obtained from the Tourism Intelligence Center, Ministry of Tourism in Saudi Arabia. The data in-clude the 

number of trips and expenditures on inbound, domestic, and outbound tourism. Quarterly GDP data was 

obtained from the General Authority for Statistics, Saudi Arabia. 

 

4.2 Variable Specification 

In order to capture the impact of different tourism activities on economic growth in Saudi Arabia, the fol-

lowing variables were selected for the analysis: GDP at fixed prices as the dependent variable, inbound tourist 

spending (IE), domestic tourist spending (DE), and outbound tourist spending (OE) as explanatory variables. 

The selected variables were first tested for stationarity and normality to avoid spurious regres-sion [6], [23]. 

Augmented Dickey-Fuller (ADF) and Philips-Perron unit root test statistic reveals that all selected variables 

were stationary at the level (table 4). 
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Table 4. Augmented Dickey-Fuller and Philips-Perron unit root test for GDP, IE, DE and OE 

Variable t-statistics Probability 

Augmented Dickey-Fuller 

GDP -5.545950 0.0001** 

IE -3.803689 0.0220* 

DE -5.391671 0.0002** 

OE -3.866184 0.0187* 

Philips-Perron 

GDP 

IE 

DE 

OE 

-3.9173 

-3.8425 

-7.8489 

-3.9456 

0.0069** 

0.0198* 

0.0000** 

0.0150* 

Note: Null hypothesis: variable has a unit root  

* significant at 5%, ** significant at 1%  

 

4.3 Econometric Model 

Various studies have used different approaches to capture the impact of tourism on economic growth, from 

cointegration and panel analyses to autoregressive regression models (VAR), grey correlation models, two-

stage least squares (2SLS), and log-linear models [35], [12], [4], [15]. 

 

For this study, a log-linear model was chosen, which is appropriate because all selected variables are sta-

tionary at the level and the other types of analysis are excluded. Before estimating the log-linear model, and 

due to the expected interdependence between GDP (dependent variable) and the explanatory variable 

"outbound tourist spending" (OE), an endogeneity problem is expected, i.e., the regressor is correlated with 

the error term, and the least squares estimators are biased and inconsistent due to endogeneity [27]. Therefore, 

a Hausman test is first conducted to test for endogeneity. First, the regression analysis of the log-linear model 

is estimated using equation (1). The predicted error term from the esti-mated equation is calculated, and 

second, the calculated error term is included in the model as an explana-tory variable; if it is found to be 

significant, this indicates the presence of endogeneity. The results of the Hausman test in Table 5 show the 

presence of endogeneity, as the coefficient of the predicted error term (vt-hat) is statistically significant. 

 

Table 5. Results of Hausman test of endogeneity 

Variables Log-linear  Log-linear with error term  

constant 
18.5*** 

(0.35) 

12.7*** 

(0.31) 

LogDE 
-0.02 

(0.04) 

0.07* 

(0.04) 

LogIE 
0.19** 

(0.05) 

0.004 

(0.016) 

LogOE 
-0.35*** 

(0.07) 
 

vt_hat  
-0.47*** 

(0.12) 

Adjusted R2 0.49 0.44 

F-value 23.3*** 6.9*** 

Note:  * significant at 10%, ** significant at 5% and *** significant at 1% 

- Numbers between brackets are standard errors 

 

When the problem of endogeneity is reported, the use of OLS will yield a spurious regression, where an over-

identification is expected, thus, the use of instrumental variables to correct for endogeneity is re-quired. The 
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appropriate model for this case is 2SLS, the commonly used procedure in instrumental varia-ble estimation, 

which is expected to provide unbiased and consistent coefficients [7], [3]. The 2SLS model applied for this 

study includes two endogenous variable (GDP and outbound tour-ist spending) and two exogenous variables 

(inbound tourist spending and domestic tourist spending). First step of 2SLS estimation is to select 

instrumental variables that are not correlated with the error term. The number of tourist trips (Z1) and tourist 

nights (Z2) are selected as instrumental variables for the 2SLS model that are expected to yield an uncorrelated 

error term. 

 

The general structural form of 2SLS model representing the relationship between economic growth and tourist 

activities can be presented by two system equations as follows [7], [1]: 

 

𝑙𝑜𝑔𝐺𝐷𝑃𝑡 = 𝑏0 + 𝑏1𝑙𝑜𝑔𝑂𝐸𝑡 + 𝑏2𝑙𝑜𝑔𝐼𝐸𝑡 + 𝑏3𝑙𝑜𝑔𝐷𝐸𝑡 + 𝑢𝑡                     (1) 

 

𝐿𝑜𝑔𝑂𝐸𝑡 = 𝐶0 + 𝐶1𝑙𝑜𝑔𝐼𝐸𝑡 + 𝐶2𝑙𝑜𝑔𝐷𝐸𝑡+𝐶3𝑍1 +  𝐶4𝑍2+𝑣𝑡                     (2) 

 

Where:  

GDP = gross domestic product at fixed prices 

OE = outbound tourist spending 

IE = inbound tourist spending 

DE = domestic tourist spending  

Z1 = instrumental variable 1 (number of tourist trips) 

Z2 = instrumental variable 2 (number of tourist nights) 

b and c = coefficients 

ut and vt = residuals (error terms) 

 

The method of least squares, in this case, may not be applied to estimate a single equation embedded in a 

system of simultaneous equations if one or more of the explanatory variables are correlated with the dis-

turbance term in that equation (presence of endogeneity) because the estimators thus obtained are incon-

sistent. Instead, 2SLS method is used.  

 

The 2SLS model represented by the above system equations is estimated, using SPSS, in two stages: the first 

stage uses least squares to estimate the reduced form equation (equation 2) and the predicted value of outbound 

tourist spending (logOEt-hat) is calculated. The second stage uses least squares once again to estimate the 

structural form equation where the original value of OE in equation (1) has been replaced by logOEt-hat, the 

predicted value from equation (2), and the following structural equation is estimated: 

 

𝑙𝑜𝑔𝐺𝐷𝑃𝑡 = 𝐵0 + 𝐵1𝑙𝑜𝑔𝑂𝐸𝑡−ℎ𝑎𝑡 + 𝐵2𝑙𝑜𝑔𝐼𝐸𝑡 + 𝐵3𝑙𝑜𝑔𝐷𝐸𝑡 + 𝑈𝑡                  (3) 

 

Where B0, B1, B2, and B3 are coefficients, OEt-hat is the predicted value for outbound tourist spending from 

equation (2) and Ut is error term. 

 

5. Results 

The results of the 2SLS model for the impact of different tourism sectors on the economy of Saudi Arabia, 

where the size of the economy is represented by GDP, are shown in Table 6. Column 1 shows the results of 

standardized coefficient of the log linear model without taking endogeneity into account, columns 2 and 3 

show the results of 2SLS. 
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The multiple coefficient of determination of the 2SLS model in the second stage (R2) is 0.70, and the adjusted 

R2 is 0.42, which is satisfactory. Also, the F-test showed the significance of the estimated model at 1% 

significance level. The estimated model is valid and provides unbiased coefficient estimates because there is 

no multicollinearity, the residuals are normally distributed, and there is no autocorrelation or 

heteroscedasticity (Table 7). The estimated coefficients have a correct sign and are statistically significant. 

Therefore, the estimated model can be used to explain the impact of the tourism sector on the Saudi economy. 

Unstandardized coefficients are used to describe the impact of tourism components on GDP growth, while 

standardized coefficients (beta) are used to compare the strength of the impact of each independent variable 

on GDP growth. 

 

The results of loglinear model (column1 in table 6) where the endogeneity problem exist generate inconsistent 

result, incorrect sign for inbound tourism and over-estimation of coefficients of domestic and outbound 

tourism. This is compared to a consistent result of 2SLS with correct sign and statistical significance of 

estimated coefficients. 

 

From the 2SLS results, a 10% increase in inbound and domestic tourist spending is associated with a positive 

change in GDP of 0.23% and 0.4%, respectively, corresponding to a negative impact of -0.6% for inbound 

tourists and a positive impact of 4.2% for domestic tourism from the log linear model. Moreover, a 10% 

increase in outbound tourist spending reduces GDP growth by 0.98%, according to the results from the 2SLS 

model, compared to 8.6% reduction in GDP growth in the linear log model. The results show that using the 

2SLS model is better than the log-linear model because the results represent reality well from economical 

point of view.  

 

The results show the importance of the impact of outbound tourism on GDP growth, followed by inbound and 

domestic tourism. The negative impact of outbound tourism is large and may outweigh the positive impact of 

domestic tourism. 

 

Table 6. Results of log linear and 2SLS models 

Variables Log-linear model 2SLS (first stage) 2SLS (second stage) 

constant 
18.5*** 

(0.35) 

0.79 

(1.24) 

13.3*** 

(0.16) 

LogDE 
0.42** 

(0.04) 

0.1 

(0.08) 

0.04*** 

(0.013) 

LogIE 
-0.07 

(0.05) 

0.05 

(0.14) 

0.023** 

(0.05) 

LogOE 
-0.87*** 

(0.07) 
  

LogOE_hat   
-0.098** 

(0.043) 

Z1  
0.67** 

(0.3) 
 

Z2  
0.17 

(0.26) 
 

Adjusted R2 0.49 0.96 0.42 

F-value 23.3*** 144.6*** 6.5*** 

 

Note:  * significant at 10%, ** significant at 5% and *** significant at 1% 

- Numbers between brackets are standard errors 

 

Table 7. diagnostic tests of estimated 2SLS equation 
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 F-value Probability 

Breusch-Godfrey Serial Correlation LM Test 1.557 0.23 

Normality test (Jaque-Bera probability) 2.34 0.31 

Heteroskedasticity Test (Breusch-Pagan-

Godfrey) 
0.832 0.49 

 

6. Discussion 

The development of the tourism sector has a greater impact on economic growth as the sector is closely linked 

to the other sectors of the economy and is considered an incentive for improving the quality of life, 

employment and income. The results of the present study demonstrate that internal tourism (domestic and 

inbound) has a positive impact on GDP, which means that an increase or rise in inbound or domestic tourism 

activities leads to better economic growth, an improvement in the balance of payments and en-courage 

investment government tourism-promoted policy. These results confirm and consistent with the findings of 

previous studies such as [10], [13], [29] which demon-strate a positive relationship between economic growth 

and tourism activities by creating opportunities that increase economic activity and growth. However, the 

results of this study show positive impact for only portion of tourism activities, inbound and domestic tourism. 

Inbound tourism contributes to the generation income from foreigners, inbound and domestic tourism create 

more jobs opportunities and promote infrastructure development. This result is similar to Ali (2018) as he 

reported that there is an in-creasing trend of tourism expenditure compared to its income, which reduces 

tourism's contribution to GDP. Also, [21] proved that tourism spending negatively affects economic growth, 

while tourism revenue has the opposite effect in Sub-Sahara Africa. 

 

Outbound tourism has a negative impact on GDP growth, which means that the increase in the number of 

resident tourists going outside leads to an adverse impact on economic growth. The adverse impact comes 

from the spending of national citizens overseas. In the past, the spending of national Saudi citizen traveling 

abroad represent a huge burden on the economy. The negative impact of outbound tourism on economic 

growth may outweigh the positive impact of internal tourism (inbound and domestic). Howev-er, due to the 

recent development of Saudi government open policies including the 2030 Vision, there are better, attractive 

tourism opportunities inside the country that are expected to reduce outbound tourism spending in the near 

future. The current results of this study are different from previous studies due to its significant contribution 

to the literature. The empirical findings provide detail descriptive statistics of the performance of tourism for 

five years and demonstrate the positive and negative contribution of tourism to economic growth, which may 

be of great importance for policymakers. 

 

7. Conclusions 

Saudi Arabia aims to diversify the economic activities and increase the contribution of the tourism sector to 

10% by 2030. This study demonstrates the performance of the tourism sector in Saudi Arabia from 2015 to 

2020, and examined the impact of tourism activities (inbound and domestic and outbound) on the economic 

growth of Saudi Arabia and made projection for future. Quarter data for five years was used for descriptive 

statistics and estimation of 2SLS model. The outcomes of the applied clearly show the im-portance of tourism 

in economic growth of Saudi Arabia. The inbound and domestic tourism have a posi-tive impact on economic 

growth, while the outbound has a negative impact. The enhancement of internal tourism, both domestic and 

inbound, must have priority due to its importance in accelerating economic growth. Saudi Arabia has the 

potential to be one of the most attractive tourist areas. Increasing invest-ment in the tourism sector as an 

approach to enhancing Saudi economic diversification is entirely con-sistent with the Vision 2030 objectives. 

Policy makers, depending on the implication of the empirical re-sults of this paper, should increase investment 

in tourism sector especially domestic and inbound tourism through the development of new tourism-related 

projects that make internal tourism more attractive for foreigners and local citizens. 
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