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Analytical and standard study of the impact of oil price fluctuations on fiscal policy — Case of Arab
oil member countries in the OAPEC during the period 2000-2018
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Abstract: The study aims to find out the impact of oil price fluctuations on the fiscal policy of
Arab oil countries. A sample of Arab member countries in OAPEC was selected; Algeria, Saudi
Arabia, UAE, Qatar, Bahrin, Kuwait and Iraq during the period (2000-2018). To achieve the the
objectif of this study, these countries were classified in terms of their oil revenues and government
spending. Based on cluster analysis technique. We esmimate a model based on the technologie of
Panel Data for determine the source of individual effects among countries, on the value of crud oil
exports and government spending.

The study reached the classification of Arab oil countries into three groups. Saudi Arabia
topped the first group, while the second group included Bahrain, Algeria and Qatar. While the
other countries in the third group; met in terms of the variables included in the analysis. Which
indicate differences in the individual differences between the Arab oil countries in terms of the
value of crude oil exports and government spending. The estimated models and trade-off tests show
that the fixed-effects model is appropriate for estimating the relationship between oil price
fluctuations and government spending. The fact that there are differences in the fixed limit that
differ between these countries, Due to its available financial resources and its policy design
strategy. The results also showed that there is no long-term equilibrium relationship to the impact
of oil price fluctuations on government spending.

Keywords: Crude oil price fluctuations; Government spending; Cluster analysis; Panel data; Joint
integration.
Jel Classification Codes : B23; 013; 023.
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Redundant Fixed Effects Tests

Equation: Untitled
Test cross-section fixed effects
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Effects Test Statistic d.f. Prob.
Cross-section F 20.289483 (6,125) 0.0000
Cross-section Chi-square 90.441176 6 0.0000
EVIEWS 10 robs 5, ol 2 2 yitall
Ol s Lo it 104 g3 !
Correlated Random Effects - Hausman Test
Equation: Untitled
Test cross-section random effects
Chi-Sq.
Test Summary Statistic ~ Chi-Sq. d.f. Prob.
Cross-section random 13.988415 1 0.0002
Bl gl (3 a2 2 UV s 05 5o
Lo M Bs 81 Y LI dgs @ 4By
31, Sy Sl 43 gad) oS ks o)
0.004977 0.051793 0.060651 0.604850 -0.054258 -0.161120 -0.506895
EVIEWS 10 oot ol 2 e slezeYU gl slas] 2yl
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Proximity Matrix
Squared Euclidean Distance
Case 1:UAE 2:Bahrain | 3:Algeria | 4:S.Arabia 5:1raq 6:Kuwait 7:Qatar
1:UAE ,000 171 ,082 1,010 ,020 ,014 ,092
2:Bahrain 171 ,000 ,029 2,000 ,267 ,098 ,021
3:Algeria ,082 ,029 ,000 1,594 172 ,048 ,001
4:S.Arabia 1,010 2,000 1,594 ,000 ,885 1,251 1,652
5:lraq ,020 ,267 172 ,885 ,000 ,042 ,184
6:Kuwait ,014 ,098 ,048 1,251 ,042 ,000 ,052
7:Qatar ,092 ,021 ,001 1,652 ,184 ,052 ,000
This is a dissimilarity matrix
SPSS22 il oo 2 2yl
By V) o sl il 10743y J gtr
SN B 5 81 Ao k) At
Cb}d\ S
DLGDP DLPP LGDP LPP
0.0000 0.0000 1 0.9430 JaN Tised
0.0000 0.0000 0.0563 0.0072 W 55l LLC
0.0000 0.0002 0.9822 0.0617 I 5 o
/ / / J)‘\J\ c:}q..s\
0.0000 0.0000 0.9383 0.0925 W 550t IPS
0.0002 0.0000 0.9597 0.5093 I g3 5ed)
0.0005 0.0000 1 0.9994 JsN zised
0.0003 0.0000 0.9626 0.1417 W 550t ADF
0.0012 0.0001 0.6866 0.3706 I g3 5ed)
0.0009 0.0000 1 0.9992 Js¥ g5 sedh op
0.0004 0.0000 0.9235 0.3518 R
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Pedroni Residual Cointegration Test
Series: LNE LPP
Date: 09/24/19 Time: 15:52
Sample: 2000 2018
Included observations: 133
Cross-sections included: 7
Null Hypothesis: No cointegration
Trend assumption: Deterministic intercept and trend
Automatic lag length selection based on SIC with a max lag of 3
Newey-West automatic bandwidth selection and Bartlett kernel

Alternative hypothesis: common AR coefs. (within-dimension)

Weighted
Statistic Prob. Statistic Prob.
Panel v-Statistic 7.189134 0.0000 8.212517 0.0000
Panel rho-Statistic 1.028792 0.8482 1.128293 0.8704
Panel PP-Statistic 0.928001 0.8233 1.082900 0.8606
Panel ADF-Statistic -1.562822 0.0590 -2.104203  0.0177

Alternative hypothesis: individual AR coefs. (between-dimension)

Statistic Prob.
Group rho-Statistic 2.040285 0.9793
Group PP-Statistic 1.817185 0.9654
Group ADF-Statistic -3.082876 0.0010

EVIEWS 10 oot 2 ol 2 2 yutall
) L) 50 :09@) J g

Pairwise Granger Causality Tests
Date: 09/24/19 Time: 15:59
Sample: 2000 2018

Lags: 2

Null Hypothesis: Obs  F-Statistic Prob.
DLPP does not Granger Cause DLNE 112 0.16270 0.8501
DLNE does not Granger Cause DLPP 0.11418 0.8922
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Dendrogram using Average Linkage (Between Groups)
Rescaled Distance Cluster Combine
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Dependent Variable: LNE
Method: Panel Least Squares
Date: 09/24/19 Time: 15:11
Sample: 2000 2018
Periods included: 19
Cross-sections included: 7
Total panel (balanced) observations: 133
Variable Coefficient Std. Error t-Statistic Prob.
C 7.734887 0.213435 36.23993 0.0000
LPP 0.329736 0.027558 11.96518 0.0000
R-squared 0.522187 Mean dependent var 10.26442
Adjusted R-squared 0.518539 S.D. dependent var 0.487855
S.E. of regression 0.338510 Akaike info criterion 0.686398
Sum squared resid 15.01117 Schwarz criterion 0.729862
Log likelihood -43.64544  Hannan-Quinn criter. 0.704060
F-statistic 143.1656 Durbin-Watson stat 0.688065
Prob(F-statistic) 0.000000
o) 3 e
Dependent Variable: LNE
Method: Panel Least Squares
Date: 09/24/19 Time: 15:17
Sample: 2000 2018
Periods included: 19
Cross-sections included: 7
Total panel (balanced) observations: 133
Variable Coefficient Std. Error t-Statistic Prob.

%
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C 9.144861 0.227666 40.16792 0.0000
LPP 0.145940 0.029546 4.939386 0.0000
Effects Specification
Cross-section fixed (dummy variables)
R-squared 0.757934 Mean dependent var 10.26442
Adjusted R-squared 0.744378 S.D. dependent var 0.487855
S.E. of regression 0.246655 Akaike info criterion 0.096614
Sum squared resid 7.604846 Schwarz criterion 0.270470
Log likelihood 1.575144 Hannan-Quinn criter. 0.167263
F-statistic 55.91250 Durbin-Watson stat 0.301807
Prob(F-statistic) 0.000000
¥l ginad) C’ o)
Dependent Variable: LNE
Method: Panel EGLS (Cross-section random effects)
Date: 09/24/19 Time: 15:22
Sample: 2000 2018
Periods included: 19
Cross-sections included: 7
Total panel (balanced) observations: 133
Swamy and Arora estimator of component variances
Variable Coefficient Std. Error t-Statistic Prob.
C 8.870590 0.224844 39.45213 0.0000
LPP 0.181692 0.027957 6.498989 0.0000
Effects Specification
S.D. Rho
Cross-section random 0.169430 0.3206
Idiosyncratic random 0.246655 0.6794
Weighted Statistics
R-squared 0.226805 Mean dependent var 3.251582
Adjusted R-squared 0.220903 S.D. dependent var 0.292970
S.E. of regression 0.258594 Sum squared resid 8.760078
F-statistic 38.42690 Durbin-Watson stat 0.383140
Prob(F-statistic) 0.000000
Unweighted Statistics
R-squared 0.416924 Mean dependent var 10.26442
Sum squared resid 18.31815 Durbin-Watson stat 0.183224
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