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Abstract:

The importance of the subject in assessing the impact of sudden oil shocks over
decades since the beginning of the seventies of the twentieth century until now was the
motivation in choosing it. And it is natural that when oil prices are low, this will be
reflected in the government's financial decisions, that the research problem revolves
around dependence on oil revenues. Basically, to finance the government budget in
Saudi Arabia, which raises the following question: The extent to which these countries
can absorb these oil shocks and contain them through an appropriate fiscal policy. The
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research relied on the hypothesis that there is a tendency for the relationship between oil
shocks in crude oil prices on the one hand and between government budget decisions
and their financial conditions on the other hand, and this relationship is a direct
relationship of influence. One of the main objectives of the research is to measure the
impact of oil shocks on the government budget in Saudi Arabia for the period 1990-
2019, and their role in creating financial conditions such as surpluses or deficits in these
government budgets. The research relied on the analytical method in proving its
hypothesis to show the trends of these shocks. The research found a set of results,
including that oil prices have a direct and moral effect on public spending, which means
that an increase in oil prices by one unit leads to an increase in public spending by
(943.87) million dollars at a significant level (5%). Accordingly, the research
recommended the necessity of choosing the appropriate methods. In order to properly
and scientifically invest the oil revenues by directing them towards public and private
investment.

Keywords: Oil Shocks, Government Budget, Rentier Economy.
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ARDL F- Bounds Test
Null Hypothesis: No long-run relationships exist
Test Statistic Value K
F-statistic 18.56781 3
Critical VValue Bounds
Significance | 1(0) Bound | I(1) Bound

10% 2.72 3.77
5% 3.23 4.35
2.5% 3.69 4.89
1% 4.29 5.61
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ARDL Long Run FOrm and Bounds Test
Dependent Variable: D(Y1)
Selected Model: ARDIL.(3, 0, 0, 0)
Date: 22/3/2021 Time: 12:52
Sample: 1990 2019
Included observations: 27
Conditional Erro Correctin Regression
Variable | Coefficient | Std. Error | t-Statistic Prob.
C 57679.55 | 33180.54 | 1.738355 0.0975
Y1(-1)* -0.144150 | 0.071660 | -2.011594 0.0579
X ** 943.8730 | 141.9510 | 6.649289 0.0000
X2 ** -23467.62 | 16833.43 | -1.394108 0.1786
X3** 9429.072 | 12760.70 | 0.738915 0.4685
D(Y1(-1)) | -0.048725 | 0.115221 | -0.422886 0.6769
D(Y1(-2)) | -0.536016 | 0.127149 | -4.215637 0.0004
*P-Value incompatible with t-Bounds distribution.
**Variable interpreted as Z =Z(-1) + D(Z) .
Levels Equation
Variable | Coefficient | Std. Error | t-Statistic Prob.
X1 6547.831 | 2742.425 | 2.387606 0.0269
X2 -162799.5 | 74491.75 | -2.185470 0.0409
X3 65411.30 | 61223.47 | 1.068402 0.2981
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p-Value p-Value
0.7750 0.3405
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ARDL F- Bounds Test
Null Hypothesis: No long-run relationships exist
Test Statistic Value K
F-statistic 10.09744 3
Critical VValue Bounds
Significance | 1(0) Bound | 1(1) Bound

10% 2.72 3.77
5% 3.23 4.35
2.9% 3.69 4.89
1% 4.29 5.61
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ARDIL Long Run FOrm and Bounds Test
Dependent Variable: D(Y?2)
Selected Model: ARDI(3, 1, 3, 2)
Date: 22/3/2021 Time: 12:52
Sample: 1990 2019
Included observations: 27
Conditional Erro Correctin Regression
Wariable Coefficient | Std. Error | t-Statistic Prob.
C -146161.9 69916.46 -2.090522 | 0.0553
Y2(-1)* -2.063113 0.355679 | -5.800497 | 0.0000
X1(-1) 5632.610 980.1389 5.746747 | 0.0001
X2(-1) -106307.7 24857.32 -4.276715 0.0008
X3(-1) 99168.38 16597.46 5.974914 | 0.0000
D(Y2(-1)) 0.187093 0.066247 | 2.824156 | 0.0135
D(Y2(-2)) 0.180060 0.061434 2.930927 0.0110
D(X1) 2608.499 261.9959 9.956259 | 0.0000
D(X2) -31920.83 19284.21 | -1.655283 | 0.1201
D(X2(-1)) 65438.03 24993 27 2.618226 0.0202
D(X2(-2)) 5837.627 5550.965 1.051642 | 0.3108
D(X3) 40607.03 15781.58 2.573064 | 0.0221
D(X3(-1)) -47363.33 18375.52 | -2.577524 | 0.0219
*P-Walue incompatible with t-Bounds distribution.
Levels Equation
WVariable Coefficient | Std. Error | t-Statistic Prob.
X1 2730.152 84.24370 32.40779 | 0.0000
X2 -51527.81 10626.01 -4.849216 | 0.0003
X3 48067.37 5042.229 9.532960 | 0.0000
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