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The Impact of Capital Investments of Saudi Industrial
Corporations on Their Average Annual Net Income

Osama Azmi Sallam

Associate Professor - Department of Business Administration
Business College - King Khalid University
Kingdom of Saudi Arabia

Abstract

The objective of this study is to assess the effect of capital (made by Saudi Industrial
companies) on the average annual income of these companies. A mathematical model has been
developed that links the change in the capital expenditure of these companies (as an independent
variable) to the average annual income achieved by these companies after the capital expenditure
has been made (as a dependent variable). This is done based on data relating to the change in the
fixed assets of these companies for the years 2009 to 2012, and the data related to the average
income of the five years following the capital expenditure (2010-2017). The model shows that
approximately 38.9% of the changes in the average annual income of the companies is due to
changes in their capital expenditure. The study concludes that the effect of capital expenditure on
average annual income is, often, positive, but there are cases where capital gains are achieved from
the sale of fixed assets, and others where capital losses are the outcome.

Keywords: Capital Expenditure, Average Annual Income, Saudi Industrial Sector.
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Regression
Curve Fit
Cé_g.u.” Cawy.(V) ‘QBJ Jgud!
Model Name MOD 1
Dependent Variable 1 logavin
Equation 1 Linear
Independent Variable logchfa
Constant Included
Variable Whose Values Label Observations in Plots Unspecified

sl Lnllas pasele () @By Jguianll

Variables
Dependent Independent
logavin logchfa

Number of Positive Values 184 184
Number of Zeros 0 0
Number of Negative Values 0 0
L. User-Missing 0 0

Number of Missing Values o

System-Missing 0 0

Dependent Variable:logavin

e alall juudtg cA}a.J‘ oasls (V) ‘QBJ Joaxdl

Model Summary Parameter Estimates
Equation
R Square F dfl df2 Sig. Constant bl
Linear 389 115.803 1 182 .000 3.115 442
The independent variable is logchfa.
a cidlalal] .(£) o3y Jguianll
Unstandardized Coefficients Standardized Coefficients
Model t Sig.
B Std. Error Beta
. (Constant) 3.115 .199 15.632 .000
logchfa 442 .041 .624 10.761 .000
a. Dependent Variable: logavin
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