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ABSTRACT 
Oil plays a major role in the economy of a given country since it has significant impact on the 

growth of industry and commerce of the country and that has a direct effect on the economy 

of the country to an incredible extent. Therefore, this study is done to understand the impact 

of fluctuations and volatility of oil price on the economy of an oil producing country. The 

methods used is a quantitative study based on secondary data backed with some primary data 

from a group of five oil- producing companies from the "World Development Indicators" 

(WDI) and Bloomberg. The data was taken from a sample of seven oil-producing countries, 

mainly Jordan, Morocco, Saudi Arabia, Egypt, Tunisia, Kuwait and Oman. Based on the 

results from the data, it is evident that when the trade decreases, it leads to a decrease in the 

gross domestic product (GDP) for all the countries, and to a decrease in domestic credit in the 

private sector. A decline in trade means a decline in living standards and a lower GDP. In 

conclusion, fluctuating oil prices greatly influence the economy. Accordingly, a diverse 

economy will greatly benefit from the increase in the sector of exports such as the 

manufacturing and the export of goods and services boosting the GDP. 

 

INTRODUCTION 

Oil energy is the prime mover of economic growth of some countries. This 

implies that oil is a vital part of economic sustainability. The future economic 

growth may be depending on it for the near future, as there is a relationship 

between economy and oil-products. According to Goosen et al.[1], economic 

growth is accelerated by efficient, reliable and competitive oil suppliers in the 

oil-producing nations. Any developing country has to have good strategies for 

obtaining energy requirements for the stability of its economy. However, it is 

good to note that an efficient utilization of the available oil resources and the 

longtime sustainability of these resources are of prime importance in economic 
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development. All the available natural resources should be accounted for in 

any country, and the ecological as well as the social aspects of these natural 

resources should meet all the priority needs of the economy. Hence, there is a 

need for simultaneous and concurrent actions in an oil-producing nation to 

ensure that long-term decisions have overwhelmed short-term concerns, for 

the economy to grow and remain sustainable. 

 

Ji and Fan [2] stated that it is also important to note that crude oil is not 

distributed uniformly across the world. There are regions and countries that 

are well endured, while some are not. The Middle East countries have the 

biggest reserves of oil and these countries include Kuwait, United Arab 

Emirates, Iraq, Saudi Arabia and Iran. There are also similar reserves that are 

in Russia. The locations of producing oil and the refineries play an important 

role in the oil business. When the oil is produced and refined close to a major 

market, it will be easily transported, and consequently, it will be more 

attractive as compared to the oil that is produced, refined and produced in a 

rural area that requires large transportation costs and more logistics to reach a 

market [3]. 

 

It was reported by Aboseoe and Koul [4], as per the year of 2014, the global 

proven oil reserve was estimated to be at 1652.6 billion barrels. This fact 

implied that approximately 48.1% of these barrels are found in the Middle 

East. Saudi Arabia is the second largest share of the reserves with an 

approximation of 16.1%, while Venezuela ranks first with approximately 

17.9%. The heterogeneous distribution of oil determines the global oil 

production. It is also of importance to note that the consumption of oil varies 

from one country to another country throughout the world. The dependent 

factor of this variation is the population of a given country and the income and 

total spread of the economy in the country. The highest consumer of oil is the 

Asian Pacific region with approximately 32.4% share of the total oil. In the 

second position comes the North American Region with 25.3 % share of the 

total oil reserve. In the third position, there are Europe and Eurasia with 

approximately 22.1%. The Middle East comes fourth with 9.1% and Africa 

comes fifth with approximately 3.9% of the total reserve. The global oil 

consumption grows at an average that is below 0.6% bbls per day or it can be 

approximated to 0.7% in the bid to reach 88.03 million bbls per day. It has 

been projected that the global consumption of oil is likely to register a below 

average growth as per the current situation. In the coming twenty years, oil is 

expected to be the slowest growing fuel [5]. 

 

According to Hamann [6], the linear relationship theory of growth illustrated 

more oil as a driver of economic growth. The theory postulated that the 

volatility of the gross national product (GNP) is directly driven by the oil price 

volatility. The theory had been lingered in the oil market between the years 

1948 to 1972 and had many impacts to the countries that exported and 

imported oil respectively. Between 1948 and1972, the oil prices and the level 

of exchange of oil significantly influenced the GDP growth. This indicated 

that the oil price changes and the oil price volatility have negative impacts on 

the economy of a nation, though they affect the economy in different ways [7]. 

The impact of oil prices can be felt after one year, though the volatility of the 
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oil prices is felt instantly. Hence, the economic growth of a given nation is 

affected by the price volatility of crude oil in that country.  

 

Furthermore, in the past fourth years or so, the oil prices have been fluctuating 

up and down. Whenever there is an increase in the oil price, there is an 

increase in transportation cost and the cost of production. However, the issue 

of how oil price affects the economy of a country has been part of the ongoing 

controversial debates among economic researchers and economic 

policymakers [8-10]. Hence there is need to understand how the lack of a fixed 

oil pricing policy has affected the modern economy. Taking these concerns 

into consideration, this study examined the influence of macroeconomic 

indicators such as (trade, manufacturing added value, oil price, export of 

goods and services and domestic credit to private sector) on the Middle East 

and North Africa’s (MENA) GDP markets of five countries (Jordan, Morocco, 

Saudi Arabia, Egypt and Oman). 

 

METHODOLOGY 

 

Model of Study 
 

Economic models are crucial to every research, since they present the 

relationship between the two variables: the dependent and the independent 

variable. The model specification of this study is presented using the following 

analysis (refer to Equation 1):  

 

GDP = ∝+ βDCTPS + βEGS + βOP + βMVA + βT              (Eq. 1) 

 

Where 

  

Β : coefficient of the variables 

 

GDP : Gross Domestic Product 

 

DCTPS : Domestic credit to private sector 

 

EGS : Export of Good & Services 

 

OP : Oil Price 

 

MVA : Manufacturing Value Added 

 

T : Trade 

 

For GDP, the following index in Table 1 was used: 

 

Table 1.Index used for GDP 

 

Market  Index 

Saudi 

Arabia 

Tadawul all share index 
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Oman Muscat securities MSM 30 index 

Morocco Morocco Consumer Spending Index 

Egypt EGX 30 Price Index 

Jordan Jordan Corruption Index 

 

Data Collection and Data Analysis 
 

This study used quantitative analysis to illustrate the major determinants of 

economic growth. This also helped in the provision of relevant information on 

domestic and private sector credit, the export of goods and services, oil price, 

the manufacturing value add and trade in different countries. Through this, the 

relationship between variables and the economic growth is established. The 

variables were used to measure economic growth in currencies of Jordan, 

Morocco, Saudi Arabia, Egypt, and Oman. 

 

This study relied on secondary data and was supplemented by primary data. 

Time series data in terms of quantitative data was collected from secondary 

sources. The data was obtained from World Development Indicators (WDI) 

and Bloomberg. 

 

The GDP and the Oil price were extracted from Bloomberg and the rest of the 

model from the WDI. The data was collected from periods ranging from1986 

to 2015. During this period, the selected economies experienced a continuous 

growth. 

 

The dependent variable is the GDP growth, while the explanatory variables 

include domestic credit to private sector, the export of goods and services, the 

oil price, manufacturing value add and trade growth. For each variable, growth 

values are obtained in order to quantify the relationship in percentage terms. 

The collected data is also analysed using ordinary least square (OLS) method.  

 

Result And Discussion 

 

Jordan 

 

Table 2 presented the coefficient analysis of the variable data. Based on the 

table, only the probability value for the variable T had a significant impact to 

the GDP at 10% level since the p-value was 0.059. 

 

Table 2.Coefficient analysis for Jordan 

 

 
 

The data of the regression statistic for Jordan is shown in Table 3. The R-

square shows that 17% percent of the variations in GDP growth are explained 
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by domestic credit to private sector, export of goods and services, oil price, 

manufacturing value add and trade.  

 

Table 3. Regression statistic results for Jordan 

 

 
 

In order to estimate the major determinants of the economic growth for 

Jordan, the following model is estimated using Equation 1.  Employing the 

OLS estimation reveals that trade (T) is statically significant, implying that 

these macroeconomic indicators strongly influence economic growth in 

Jordan. The estimation results indicate that 1 percentage point increase in trade 

(T) leads to -0.22 percentage point decrease in GDP growth.  

 

GDP growth = - 0.07 DCTPS + 0.11 EGS – 0.001 OP + 0.05 MVA – 0.22 T 

 

Morocco  
 

The coefficient analysis for Morocco data is tabulated in Table 4. Among the 

five variables, two variables (DCPTS and T) had significance towards the 

GDP with p-values of 0.079 and 0.004 respectively. 

  

Table 4.Coefficient analysis for Morocco 

 

 
 

Table 5 displayed the regression statistics for Morocco. The R-square shows 

that 47% of the variations in GDP growth are explained by domestic credit to 

private sector, export of goods and services, oil price, manufacturing value add 

and trade. 

 

 

 

Table 5 Regression statistic results for Morocco 
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Employing OLS estimation reveals that domestic credit to private sector 

(DCTPS) and trade (T) are statically significant, implying that these 

macroeconomic indicators strongly influence economic growth in Morocco. 

The estimation results indicate that a 1-percentage point increase in domestic 

credit to private sector (DCTPS) leads to -0.1 percentage point decrease in the 

GDP growth. Similarly, a 1-percentage point increase in trade (T) leads to -

0.35 percentage point decrease in the GDP growth. Using Equation 1, the 

predicted equation for GDP growth for Morocco is as shown: 

 

GDP growth = -0.10 DCTPS + 0.15 EGS + 0.005 OP + 0.61 MVA - 0.35 T 

 

Saudi Arabia 

 

With reference to the coefficient analysis in Table 6, it was found that the p-

value of MVA equals to 0.082 which implies there is a significant relationship 

towards GDP at 10% level. 

 

 Table 6.Coefficient analysis for Saudi Arabia 

 

 
 

The regression statistics for Saudi Arabia is presented in Table 7. The R-

square shows that 29% of the variations in the GDP growth are explained by 

domestic credit to private sector, export of good and services, oil price, 

manufacturing value add and trade. 

 

Table 7 Regression statistic results for Saudi Arabia 

 

 
 

Employing OLS estimation reveals that manufacturing values add (MVA) 

statically significant, implying that these macroeconomic indicators strongly 

influence economic growth in Saudi Arabia. The estimation results indicate 

that a 1- percentage point increase in manufacturing value add leads to 0.32 

percentage point increase in the GDP growth. This is explained in the 

predicted equation for Saudi Arabia’s GDP as below  

GDP growth = 0.001 DCTPS + 0.37 EGS + 0.01 OP+ 0.32 MVA + 0.07 T 
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Egypt  

 

Table 8 presented the coefficient analysis of the variable data. Based on the 

table, only the probability value for the variable T and EGS had a significant 

impact to the GDP since the p-value was 0.025 and 0.001 respectively. 

 

Table 8 Coefficient analysis for Egypt 

 

 
 

In the regression statistic table in Table 9, the R-square shows that 68% of the 

variations in GDP growth are explained by the domestic credit to private 

sector, export of goods and services, oil price, manufacturing value add and 

trade. 

 

Table 9 Regression statistic results for Egypt 

 

 
 

Employing OLS estimation reveals that the export of goods and services and 

trade are statically significant, implying that these macroeconomic indicators 

strongly influence the economic growth in Egypt. The estimation results 

indicate that a 1- percentage point increase in exports growth leads to 0.08 

percentage point increase in the GDP growth. Likewise, a 1- percentage point 

increase in trade growth leads to -0.04 percentage point decrease in the GDP 

growth. The estimated major determinants of economic growth for Egypt are 

as follow: 

 

GDP growth = -0.01 DCTPS + 0.08 EGS + 0.0003 OP+ 0.38 MVA - 0.04 T 

 

Oman  

 

The coefficient analysis for Morocco data is tabulated in Table 10. Among the 

five variables, only one variable (T) had significance towards the GDP with p-

values of 0.004. 

 

Table 1 Coefficient analysis for Oman 
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Table 11 displayed the regression statistics for Oman. The R-square shows 

that 19% of the variations in the GDP growth are explained by the domestic 

credit to the private sector, export of goods and services, oil Price, 

manufacturing value add and trade. 

 

Table 11.Regression statistic results for Oman 

 

 
 

Employing OLS estimation, it is revealed that trade is statically significant, 

implying that these macroeconomic indicators strongly influence the economic 

growth in Oman. The estimation results indicate that a 1- percentage point 

increases in trade leads to -0.09 percentage point decrease in GDP growth 

(refer the equation below): 

 

GDP growth = 0.05 DCTPS + 0.02 EGS + 0.023 OP– 0.04 MVA - 0.09 T 

 

Overall Discussion 

 

From the data, it is evident that when the trade increases, it leads to a decrease 

in the GDP for all the countries (except Saudi Arabia). The impact of trade on 

GDP has been debatable for a long time. This findings of this study is 

supported by Ulasan [11] who stated that trade openness measures are not 

robustly significantly associated with economic growth. However, Gheorghe 

et al.[12]disagree and concluded that a decline in trade leads to a decline in 

living standards and a lower GDP. Empirical study done by Were [13] 

revealed that trade has positively impacted economic growth in developed and 

developing countries. Nonetheless, its effect is insignificant for least 

developed countries. 

 

In addition, it is also discovered that volatile oil prices have a negative impact 

on the GDP of a country. For example, when the GDP of the United States 

declined by 0.7% between 1999 and 2001, the decline was attributed to a 

decrease in oil prices [14]. Such decreases can lead to a country losing billions 

of dollars if not properly managed. 

 

As for others variable, an increase in the level of export of goods and services 

and manufacturing value add, results in a positive impact towards a country 

GDP. It is evident that an increase in the variables, eventually lead to an 

increase in the GDP of any country. 
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CONCLUSION 

In conclusion, macroeconomic variables have positive and negative impacts 

on MENA oil price market, depending on the move of the GDP in each 

country. Comparing the five variables studied, the variable trade had 

significant impact on all countries except for Saudi Arabia. Apart from trade, 

the GDP growth in Morocco and Egypt is affected by DCPTS (Domestic 

credit to private sector) and EGS (export of good and services). As for Saudi 

Arabia, its GDP growth is only influenced by MVA (manufacturing value 

added). 
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