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Effective Factors on Budget Deficit

in Saudi Arabia

Dr. Hamad A. Al-Twijry
Dr. Adnan J. Al-Hassan

Fluctuating and declining oil revenues after 1982 have caused permanent
budget deficit in Saudi Arabia since 1983. The uncertainty in the oil market and
the inherent rigidities in government expenditure have made the budget deficit
continue. Dependence on oil revenue, lack of alternative revenues bases and
dependency on public expenditures upon which the society and the economy
become dependent have aggravated the budget deficit.

The purpose of this paper is to examine the major factors that affect the bud-
get deficit by developing an econometric model. The paper uses CO-integration
tests and error correction model to examine the factors which affect the budget
deficit in the short and the long run terms.

VA




