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Introduction

The state of Qatar has made the developmentof a competitive and

diversified economy one of its top priorities. The first pillar of its

National Vision 2030, the economicdevelopmentpillar, is intendedto

optimize the use and the sustainability of Qatarôs natural resources

(oil andgasrevenues).

Recognizingthat the relianceon the abundantnatural resourcesleft the

countryvulnerableto thedynamicfluctuationsof world energyprices,the

Qatari governmenthas massivelyinvestedits accumulatedoil and gas

revenuesin the non-oil activities by prioritizing investmentsin different

sectorssuchastourism,sport,transportandinfrastructure.

A recurrent question that arises is whether these investments have

significantly contributed to diversify the economyof Qatar and delink

its governmentrevenuesfrom the oil and gassector.

Conclusions

Our studyshowsthat realoil andgasrevenuesincreaseshavea positive

and highly significant impact on the non-oil sector,which indicate the

successat re-investing the oil and gas revenuesfor promoting and

developingthe non-oil sectors. Furthermore,the insignificanceof the

coefficient associatedwith the real oil price decreasesindicates the

resilienceof the Qatareconomyandthe successof Qataripolicymakers

in diversifyingtheireconomy.

B.2. NARDL model 

The asymmetric autoregressive distributed lag (NARDL) model of Shin et al. (2013) 

applied to the paper context is given by,
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Where,

ὤ ὒὙὋὈὖ ‍ὒὙὕὋὙ ‍ὒὙὕὋὙ ‫ὒὙὉὙ †ὍὔὊ (4)

i‰ is the autoregressive parameters of the model. — and — are the asymmetric 

distributed-lag parameters. ʀis the error term which is supposed to be an i.i.d

process with zero mean and constant variance.

The positive and negative asymmetric adjustment behavior from the initial 

equilibrium (before the shock) to the new equilibrium (after the shock) are given 

respectively by,

□ В ȟ□ В ȟὬ πȟρȟςȟȣ

Results

Our main results can be summarized as follows: 

1. AB ïSVARX results (Short-run) 

The responses of non-oil real GDP to negative shocks on real oil and 

gas revenues are very limited and die completely after one quarter. 

Á Resilience of the Qatar economy to negative oil and Gas revenues 

shock.

Fig. 2. Response of real Exchange rate, Inflation rate and total real GDP to asymmetric real oil prices 

shocks (Real oil prices increases and decreases, Mork (1989) definition).

Fig. 3. Response of real Exchange rate, Inflation rate and total real GDP to asymmetric real oil prices 

shocks (Net oil prices increases and decreases, Hamilton (1996) definition).

Fig. 4. Response of real Exchange rate, Inflation rate and non-oil real GDP to asymmetric real oil prices 

shocks (real oil and gas revenues increases and decreases, Mork (1989) definition).

Fig. 5. Response of real Exchange rate, Inflation rate and non-oil real GDP to asymmetric real oil prices 

shocks (Net oil and gas revenues increases and decreases, Hamilton (1996) definition).

2. NARDL model results (Short- and Long-run)

ÇShort-run:

ÁReal oil and gasrevenueincreaseshavea significant impact on

theQatareconomicdiversification. (Table1)

ÁOil and gas revenuesdecreasesdoesnot have a significant on

non-oil economicactivity. (Table1)

Ç Long-run: Only positive oil and gas revenuechangeshave a

significantimpacton non-oil realGDP(1% increasein realoil and

gasrevenuesraisesthenon-oil realGDPby 0.71%). (Table1)

The insignificanteffect of oil andgasrevenuesdecreaseon

thenon-oil realGDPindicatetheresilienceof theQatareconomic

to periodof oil pricedecreases.

Materials & Methods

A. Data sources and variables definitions

- Period:Quarterly data spanning from 2000Q1 to 2018Q1 (T=75

observations).

- Variables definitions: 

ÅRealoil and gas revenues(ROGR) is the total oil andgasrevenues

(constantUS dollar2004).

ÅNon-oil real GDP (ὙὔὋὈὖ) is the non-oil real gross domestic

product (constant US dollar 2004) is proxy of Economic

diversification.

Å Realexchangerate (ὙὉὙ) is definedsuchthat an increasemeansa

realdepreciationof theQatariRiyal.

Å Inflation rate is thequarterlychangesin theQatariconsumerprices.

ÅDatasource: All dataarecollectedfrom thecentralbankof Qatarand

theInternationalEnergyAgency.

- Dummy variables: DU03 (Iraq-Us War, 2003:I-2003:IV), DU05

(Liquefied Gas,2005:II -2006:I), DU08 (Global FinancialCrisis,2007:IV-

2010:IV), DU14 (GCCcrisis,2014:II -2014:IV) .

Figure 1: Real oil and gas revenues and real non-oil GDP in Qatar

Policy Implications

The implications and proposed recommendationsof our empirical

findingsare:

ÁPursuingthe processof economicdiversificationand increasingits

speedmainly in periodsof rising oil andgasrevenues(becauseof the

positiveimpactof O&G revenuesonRNGDP).

ÁMoving from a peggedlocal currencywith the US. dollar to a more

flexible Currencyregime (the monetaryauthoritieswill re-gain the

monetarypolicy).

ÁThe resilienceof the Qatar economyoffers a great opportunity to

Qatari policymakersto promote the developmentof somespecific

non-oil sectorsthat are characterizedby their higher comparative

advantages.

ÁAttracting foreign investorsandencouragethecreationof local small

and medium-sized enterprisesto support the developmentof non-

hydrocarbonactivities.
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Goal and objectives

ÇGoal: The aim of this paper is to investigate to what extent oil and gas 

revenues have contributed to Qatar economic diversification. 

ÇObjectives:Precisely we will answer the following questions:

ÁDo oil and gas revenues contribute to Qatar economic diversification?

ÁDoes the Qatar economy resilientto negative oil prices shocks?

ÁDoes the Resource curse hypothesishold for the economy of Qatar? 
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Table 1: NARDL estimation results for the real oil and gas revenues. 

For thecaseof total realGDP,thenonlinearerrortermis givenbyὤ ὒὙὋὈὖ ‍ὒὙὕὋὙ ‍ὒὙὕὋὙ ‫ὒὙὉὙ †ὍὔὊ.ὃὙὅὌrefers

to heteroscedaticitytest.ὄὋis the Breusch-godfreyserialcorrelationtest.ὙὉὛὉὝis theRamseytestof misspecification. For the last threetests,we usea lag

lengthequalto 2. (.) in parenthesisis thep-valueof theteststatisticof thenullity of thesumof thesignificantcoefficients.

* Indicatessignificanceat the10% level.

** Indicatessignificanceat the5% level.

*** Indicatessignificanceat the1% level.

B. Econometric Models

Two econometric approaches have been used: 

- The A-B structural vector autoregressive (ὃὄ ὛὠὃὙὢ) model with exogenous 

variables.

- The nonlinear autoregressive distributed lag (ὔὃὙὈὒ) model.

B.1. The ὃ ὄ ὛὠὃὙὢmodel

ὃὣ ὃὣ ὃὣ Ễ ὃὣ ὅὢ ὄ ό

Where, ὣrepresents the ὲ ρ vector of the variables used in the analysis. The vector 

ὣ ὙὕὋὙȟὙὕὋὙȟὙὉὙȟὍὔὊȟὙὔὋὈὖ.

The relationship between the reduced form innovations (‐ and the structural shocks 

(ό is given by: ὃ‐ ὄό

The model take the matrix form,
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Do Oil and Gas Revenues Promote Economic 

Diversification in Qatar ?
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