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Abstract

The main purpose of this research is to investigate the impact of
governance (especially of natural resources) on returns of natural resources
sector (specifically oil and natural gas). In addition, It also examines whether

governance turn point exists or not.

The natural resources governance index used in this research was
drawn from the Revenue Watch Institute for the year 2013 while the natural
resources rent, GDP, and natural resources depletion data were obtained
from the World Bank Database. The study covered fifty-six countries; ten of
them are Arabian countries. And it adopted the cross-sectional data
framework, the Ordinary Least Square estimation technique is used for the

analysis.

The research found that governance, GDP, and depletion of natural
resources impact positively on the returns of natural resources. The research
also found that there is a turning point for governance which means that after
a given level of governance the significant positive impact diverted to be
significant negative impact. The research advocates that the last result may
be due to the maximized governance after optimal level may lead to
bureaucracy or/and combat the corruption in natural resources sector which

lead to a drop in natural resources returns.

The results suggest that firstly, it's necessary to provide a legislative
guarantee to ensure ease of access to data related to the natural resources
sector. Secondly, apply the disclosure standards of the contracts entered by
the government with companies worked in the natural resources sector.

Thirdly, publish periodic reports on the financial receipts and licensing



revenues and assess both of the economic and environmental returns in the
exploitation of natural resources projects. Fourthly, application of
accountability standards begins with setting clear selection criterions for top
management in both of public companies and governmental agencies related
to the natural resources sector. Fifthly, publish financial data of natural
resources funds in terms of assets and how to manage those funds. Sixthly,
encourage the cooperation with international organizations which interested
in governance, for example, joining the World Bank's initiative to promote
transparency in the extractive industries, which indicate to good intentions

from the government to apply the principles of governance.

Finally, by analyzing the returns of natural resources - oil and natural
gas only - in terms of value in Arab countries, it notes that there are ten Arab
countries that have about 648.8 billion US Dollar in the year 2014.
Therefore, the share of the ten Arab countries is about 21% of the total
revenue of the natural resources in the world in 2014. This fact indicates that
Arab countries are a major player in the natural resources market. So, any
attempts to reform the natural resources sector will lead to positive effects

on the whole economy performance.

Key words: Governance — Natural resources — Arab countries
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alall

Agiudatl) Al yall Ale /1
Afghanistan Cameroon Ghana Malaysia Philippines United States
Algeria Canada Guinea Mexico Qatar X]egnezuela,
Angola Chile India Mongolia Russ1aq Vietnam
Federation
Australia China Indonesia Morocco Saudi Arabia Yemen, Rep.
Azerbaijan Colombia Iran Mozambique Sierra Leone Zambia
Bahrain gz;lgo, Dem. Iraq Myanmar South Africa Zimbabwe
Bolivia Ecuador Kazakhstan Nigeria Tanzania
Egypt, Aral . Trinidad an
Botswana EYPL b Kuwait Norway dad and
Rep. Tobago
Brazil quatonal Liberia Papua New Turkmenistan
Guinea Guinea
Cambodia Gabon Libya Peru United Kingdom
kAl z? | gadl) T /2
Dependent Variable: LOG_REMNT
Method: Least Squares
Date: 12/22/16 Time: 02:31
Sample: 1 56
Included observations: 56
Variable Coefficient Std. Error t-Statistic Prob.
C -3.588959 1.48T7607 -2 412573 0.0185
LOG_GDP 1.010550 0.054073 18.68870 0.0000
DEPLTICHM 0.051406 0.007593 6770511 0.0000
MNRGI 0.038023 0.016821 2 260491 0.0281
MNRGIM2 -0.000429 0.0001548 -2 703561 0.0093
R-squared 0.888505 Mean dependentwvar 23 856453
Adjusted R-squared 0879760 3=.D. dependentwvar 1.858264
S.E. of regression 0.644365 Akaike info criterion 2043942
Sum squared resid 21175560 Schwarz criterion 22247FTFT
Log likelihood -52 23037 Hannan-Cuinn criter. 2114051
F-statistic 101.6047  Durbin-\Watson stat 1.849028
Prob({F-statistic) 0.000000
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Breusch-Godfrey _L3i)/3

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 3.82E-07 Prob. F(1,50) 0.9995
Obs*R-squared 4 Z2TE-O7F Prob. Chi-Sguare(1) 0.999s5
Test Equation:
Dependent Variable: RESID
KMethod: Least Squares
Drate: 12/22M16 Time: 0226
Sample: 1 56
Inciluded cobservations: 56
Presample missing value lagged residuals setto zero.
Variable Coefficient Std. Error t-Statistic Prob.
L4 2.80E-05 1.503090 1.86E-05 1.0000
LG GDODP -1.28E-06 0054650 -2.34E-05 1.0000
DEPLTION -2 29E-07 O.00TFETT -2.98E-05 1.0000
MNRGH 6. 95E-07 0017025 4. 08E-05 10000
MRGHZ2 -9.32E-09 000161 -5 79E-05 q1.0000
RESID-1) -8 86E-05 0.143351 -0 000618 0.9995
R-squared 0. 000000 Mean dependent var -5.42E-15
Adjusted R-squared -0 100000 S.D. dependent var 0.620491
S E. of regression 0.68507T76 Akaike info criterion Z 079656
Sum squared resid 2117550 Schwarz criterion 2296658
Log likelinood -52 23037 Hannan-Quinn criter. 2163787
F-statistic T 63E-08 Drurbin-Watson stat 1.848852
Probi(F-statistic) 1000000
"o
Harvey i) /4
Heteroskedasticity Test: Harvey
F-=tatistic 2.310048 Prob. F(4,51) 0.07032
Obs*R-squared 8.589792 Frob. Chi-Square(4) 00722
Scaled explained SS 12.38894 Prob. Chi-Square(4) 0.0147F
Test Equation:
Dependent Variable: LRESIDZ2
Method: Least Squares
Date: 12/22/M16 Time: 02:41
Sample: 1 56
Included observations: 56
Wariable Coeflicient Std. Error t-Statistic Frob.
L -7.475529 5.938376 -1.258851 021328
LOG_GDP 0.359908 0.215853 1.667374 0o1016
DEPLTIOM -0.022000 00203209 -0. 725856 04712
MNRGI -0.145495 0057147 -2.166859 0.0349
MNRGI2 0001068 00006323 1.626208 0.0979
R-squared 0.153389 Mean dependent var -2 F42TF71
Adjusted R-squared 0026988 S.D. dependent var 2. 591989
S.E. ofregression 2572239 Akaike info criterion 4. 812476
Sum squared resid 33T 4372 Schwarz criterion 4. 993311
Log likelinood -129 7493 Hannan-Quinn criter. 4 BB2R86
F-statistic 2310048 Durbin-“Watson stat 2451743
Prob(F-statistic) 0.070331

Ly 48 giuaa [5

LOG_GDP

DEPLTION

NRGI

LOG_GDP

DEPLTION
NRGI

1.000000
-0.356656
0.434044

-0.356656

0.454044

1.000000  -0.404349

-0.404349
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