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Abstract

The paper investigates the impact of the COVID-19 pan-
demic on the petroleum-exporting countries in the Middle
East region. This region mainly includes Saudi Arabia
(KSA), Unites Arab Emirates (UAE), Bahrain, Qatar,
Yemen, Oman, Jordan, Iraq, Syria, Lebanon, Turkey,
and Egypt. This research quantifies the impact of the
COVID-19 pandemic on each country in the Middle East
separately. The research divides the countries of the Mid-
dle East into four main groups: countries with strong
financial reserves, countries with medium financial
reserves, countries with weak financial reserves, and
countries with weak financial reserves and unstable
situations. The research found that the economies of the
Middle East countries differ in terms of the impact of the
COVID-19 pandemic on each country, mainly due to the
variation in the preventive measures taken in each country
to reduce the impact of the pandemic.
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1 Introduction

The Middle East (Near East) (Middle East, 2021) is a geo-
graphical region located at the junction of Europe, Asia, and
Africa (Zulfqar, 2018). The Middle East region includes the
territories of countries such as Lebanon, Syria, Jordan, Iraq,
Iran, Turkey, Egypt, Yemen, Saudi Arabia, and Sudan.

The eastern region is characterized by several economic,
geographical, and political advantages. The Middle East is
economically important because it contains large oil and
natural gas reserves (O’Sullivan et al., 2011). The most
important industries of the Middle Eastern countries include
oil production and oil refining (IEA, 2020), agriculture, etc.

The characteristics of the sectoral structure of the econ-
omy of the Middle Eastern countries significantly differ from
each other. Some countries largely depend on exporting
products from the oil and oil refining industry (e.g., Saudi
Arabia, Iraq, etc.). Others have a fairly diversified economic
base (e.g., Egypt, Syria, and Turkey). The Middle East region
is geographically located within the three continents of
Europe, Africa, and Asia. Therefore, the region is the only
land corridor connecting these continents (Easley & Cox,
2007). Politically, the Middle East region is important to
the military aspect of Western countries. Thus, the Middle
East is seen as a geopolitical region (Aras & Kardag, 2021;
Kausch, 2015; Rahman, 2008). The Middle East is a region
affected by chronic ongoing conflicts and serious inequalities
in health and welfare provision (Fawcett, 2021).

The Middle East is considered unstable, for example, Iraq,
Syria, Lebanon, Palestine, and Yemen. Most of these
countries currently experience armed conflicts.

The Middle East region has suffered economic challenges,
including low GDP growth. The region is also characterized
by limited economic opportunities and high unemployment
levels (O’Sullivan et al., 2011), as well as weak foreign direct
investment inflows and rising levels of debt (Hoogeveen &
Lopez-Acevedo, 2021). Furthermore, some Middle Eastern
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countries have middle-and low-income (Dabrowski &
Dominguez-Jiménez, 2021).

Nowadays, the world experiences the consequences of the
spread of the COVID-19 pandemic, which affected various
economic sectors, led to a great shock to the global economy
(Chaplyuk et al., 2021; Petrovskaya et al., 2022), and a sharp
shift in global growth rates to negative rates in 2020
and 2021.

The Middle East was affected by the COVID-19 pan-
demic (Alabdulkarim et al., 2021; Hinojosa & Acosta,
2021; Sawaya et al, 2020; SeyyedHosseini &
BasirianJahromi, 2021). Strict preventive measures have
affected the economies of the Middle East countries.
Factories stopped working, transportation stopped, the unem-
ployment rate increased, and poverty increased dramatically,
especially in war-torn countries in the East, such as Syria,
Iraq, Yemen, etc.

2 Methodology

The spread of the COVID-19 pandemic has negatively
affected the economies of countries, whether they are devel-
oping or developed. The oil-exporting countries of the Mid-
dle East were also affected. In this research, the authors seek
to address the impact of COVID-19 on the economic
indicators of the Middle East oil-exporting countries: Saudi
Arabia, Qatar, UAE, Iraq, Oman, and Kuwait.

During the research, the authors conducted economic
analysis and forecasting to determine the economic losses
of the oil-exporting Middle Eastern countries under
COVID-19. The research uses data issued by international
and regional organizations such as the World Bank Group,
the International Monetary Fund, the Arab Monetary Fund,
and others.

V. Z. Chaplyuk et al.

Eastern oil-exporting countries (MEOE countries) with large
oil reserves under the COVID-19 pandemic.

In 2020, the WHO declared COVID-19 a global pandemic
(World Health Organization (WHO), 2020) because it spread
in the city of Wuhan and from there to other countries,
including the Middle East countries (Worldometer, 2022).

The COVID-19 pandemic has impacted all aspects of life,
whether economic or social, in all countries, including
MEOE countries. One of the most important economic
indicators that have been negatively affected by the spread
of the COVID-19 pandemic is economic growth. In 2020,
there was a downturn in the economic growth of the Middle
East region due to the impact of the global pandemic (Arab
Monetary Fund, 2022; The Arab Investment & Export Credit
Guarantee Corporation, 2021). However, most of these
countries achieved positive growth in 2021. To rank the
countries of the Middle East according to the rate of eco-
nomic development, the authors use the following indicator:

2
[ Rgn
Rg= (Rgmax) (1)

where:

Rg—the relative weight of the economic growth of the
selected country;

Rgn—economic growth of a chosen country;

Rgmax—highest economic growth of a country in the
sample.

Considering the time factor (n) and the number of time-
series (k) in the test, the authors get the following mathemati-
cal equation:

2 2 2 2
K Rgl Rg2 Rg3 Rgn
AARgrOrF = \/ ( Rgmaxﬂ) x <Rgmaxy2) < Remaxyy) 7 Rgmar,, (2)
where:
3 Experimental Analysis and Results

Although the Middle East region contains large oil reserves,
the Middle East countries differ in terms of oil reserves
(World Population Review, 2022). There are countries with
huge reserves (KSA, Iraq, Kuwait, UAE, and Qatar) and
countries with small reserves (Oman, Egypt, Yemen, Syria).
Therefore, in this research, the authors focus on the Middle

AARgrOrF—the average relative weight of the economic
growth of the selected country in the studied period.

Figure 1 shows AARgrOrF for Iraq, KSA, Oman, UAE,
Qatar, and Kuwait.

Analyzing the data from Fig. 1, the authors note that all
MEOE countries achieved negative growth as a result of the
impact of the COVID-19 pandemic.
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Fig. 1 The average relative weight of the economic growth for MEOE
countries from 2017 to 2022. Source: Compiled and calculated by the
authors based on (Arab Monetary Fund, 2022; The Arab Investment &
Export Credit Guarantee Corporation, 2021)

In 2021, these countries achieved positive growth, which
can be explained by the fact that all MEOE countries began
the economic recovery phase and achieved positive growth.
Moreover, GDP is a measure of the country’s economic
capacity in a specific period. Saudi Arabia ranks first in
terms of GDP, UAE ranks second, and Oman occupies the
last place (World Bank, 2022c).

To classify these countries according to economic
strength, the authors use the following model:

2
GDPn ) (3)

RGDP = (RGDPmax

where:

Rgpp—the relative weight of the GDP of the selected
country;

Rgn—GDP of a chosen country;

Rgmax—the highest GDP of a country in the sample.

Considering the time factor (n) and the number of time
series (k) in the test, we get the following mathematical
equation:
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Fig. 2 The average relative weight of the GDP for MEOE countries in
the period from 2017 to 2022. Source: Compiled by the author

where:

AARGDPOrF—the average relative weight of the GDP of
the selected country in the studied period.

Using the previous Eq. (4), the authors get the following
results (Fig. 2).

To determine the size of the losses to the GDP in the
period of the COVID-19 pandemic, the authors made a
forecast, considering the time factor while holding other
variables constant. The result is shown in Table 1:

According to Table 1, the relationship between the GDP
and time factor for the MEOE countries is a strong direct
linear relationship. Based on this relationship, it is possible to
predict the size of the GDP of these countries (assuming there
is no COVID-19), as shown in the following Table 2.

Data from Table 2 shows that the selected countries faced
losses in 2020 as a result of the spread of the COVID-19
pandemic. The losses of the KSA amounted to $89.90 billion,
Kuwait—$33.62 billion, and the UAE—$12.76 billion.

Considering the volume of the GDP of each country
separately, the authors can calculate the relative weight of
the losses to the volume of the GDP (Egs. 5 and 6).

GDP1

GDP3

2 2 2 2
k GDP2 GDPn
AARGDPOrF = \/(GDPmaxyl) 8 (GDPmax y2> . <GDPmax },3) o <GDPmax y,,) (4)
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Table 1 Models output

Country |R R2 |F P value | Model

UAE 091 |0.83 |203.3299 |0.00 y = 9.6416x—
71.888

Iraq 0.72 |0.53 | 46.46514 |0.00 y=4.1071x—
16.384

Kuwait |0.85 [0.73 |116.7533 |0.00 y = 3.4451x—
18.901

Oman 0.89 |0.79 |163.4946 |0.00 y = 2.0834x—
17.214

Qatar 0.84 |0.70 |100.8518 |0.00 y=44184x—
48.286

KSA 0.88 |0.77 |141.6099 |0.00 y = 16.29x—82.821

Source: Compiled and calculated by the authors based on (Arab Mone-
tary Fund, 2022; The Arab Investment & Export Credit Guarantee
Corporation, 2021)

LosGDP

LosGDP% = CDP

x 100% (5)

To measure the average rate of losses for these countries,
the authors use the following model:

V. Z. Chaplyuk et al.

AvlosGDP
_ n/LosGDP1 LosGDP2 LosGDP3 LosGDPn
- GDP1 GDP2 GDP3 T GDPn
(6)

If we use the previous model, we get the average rate of
losses for MEOE countries:

AvlosGDP = 6.746967895

Using the previous two models, we get the losses caused
by COVID-19 (% of GDP): Kuwait—24.09%, the KSA—
11.33%, Qatar—6.81%, UAE—3.43%, and Iraq—1.77%.

The IMF (IMF, 2022) expects economic growth higher
than the tabular results in 2021-2027, as in Table 2. This can
be explained by the following reasons:

* A rise in global crude oil prices and the prices of energy
sources as a result of the Ukrainian crisis;

» Rapid growth in the economy, especially in the years
following the shock caused by the COVID-19 pandemic,
because countries seek to compensate for the economic
losses resulting from the epidemic.

Table 2 GDP Forecasting for MEOE countries in the period from 2020 to 2027, bln. USD

Forecasting GDP

(Assuming there is no impact of COVID-19) T UAE
2020 371.6
2021 381.3
2022 390.9
2023 400.6
2024 410.2
2025 419.8
2026 429.5
2027 439.1

IMF forecasting T UAE
2020 358.869
2021 409.967
2022 501.354
2023 506.234
2024 518.077
2025 535.71
2026 558.714
2027 586.359

Deviation T UAE
2020 12.7566
2021 —28.6998
2022 —110.445
2023 —105.684
2024 —107.885
2025 —115.876
2026 —129.239
2027 —147.242

Iraq Kuwait Oman Qatar KSA
172.5 139.6 78.6 155.0 793.3
176.6 143.0 80.7 159.4 811.9
180.8 146.5 82.8 163.8 830.5
184.9 149.9 84.9 168.2 849.1
189.0 153.4 87.0 172.6 867.7
193.1 156.8 89.0 177.1 886.3
197.2 160.2 91.1 181.5 904.9
201.3 163.7 93.2 185.9 923.5
Iraq Kuwait Oman Qatar KSA
169.488 105.949 72.056 144.411 703.368
209.507 135.352 83.656 179.571 833.541
297.341 186.61 110.127 225.716 1040.166
299.409 180.665 110.25 228.356 1021.905
301.919 176.64 109.184 230.717 1027.21
307.272 176.552 110.321 238.01 1045.572
316.618 179.072 112.614 247.175 1072.436
329.582 183.101 115.757 256.906 1107.707
Iraq Kuwait Oman Qatar KSA
3.0546 33.6246 6.5664 10.5494 89.896
—32.8573 7.6667 —2.9502 —20.1922 —21.675
—116.584 —40.1462 —27.3378 —61.9188 —209.698
—114.545 —30.7561 —25.3774 —60.1404 —172.835
—112.948 —23.286 —22.228 —58.083 —159.538
—114.194 —19.7529 —21.2816 —60.9576 —159.298
—119.433 —18.8278 —21.4912 —65.7042 —167.56
—128.29 —19.4117 —22.5508 —71.0168 —184.229

Source: Compiled and calculated by the authors based on data (Arab Monetary Fund, 2022; IMF, 2022; The Arab Investment & Export Credit

Guarantee Corporation, 2021)
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COVID-19 had a negative impact on FDI in most
countries (World Bank, 2022b). With the exception of the
UAE and the KSA, the COVID-19 pandemic negatively
affected the flow of incoming foreign direct investment to
the countries of the Middle Eastern region.

The foreign trade of countries is one of the most affected
economic activities under the influence of the COVID-19
pandemic (World Bank, 2022a; World Bank, 2022d) because
the pandemic has had negative effects on exports and imports
at the international level. The countries affected by the
restriction of foreign trade include the MEOE countries due
to several reasons:

1. The decrease in the volume of imports caused by the
decrease in the volume of internal demand and the volume
of global supply as a result of the outbreak of the COVID-
19 pandemic;

2. The decrease in the volume of exports caused by the
decrease in the volume of global fossil fuel consumption,
which occupies the main proportion of exports of energy-
exporting countries (British Petroleum (BP), 2022).

The COVID-19 pandemic also affected the unemploy-
ment rate in the considered countries (World Bank, 2022¢).
Comparing the impact of COVID-19 on the unemployment
rate in the UAE, Iraq, Kuwait, Oman, Qatar, and the KSA
with the pre-pandemic period, the authors found that there
was an increase in the unemployment rate in these countries
as a result of preventive measures to reduce the pandemic and
stop economic and productive activities in these countries.

4 Conclusion

Although the Middle East oil-exporting countries have crude
oil and natural gas reserves, the COVID-19 pandemic has
negatively affected the global economic indicators of these
countries, including GDP, foreign trade, movement of capital
between countries, employment, poverty rate, etc. The gross
domestic product in the Middle Eastern region was nega-
tively affected by the COVID-19 pandemic because the
oil-exporting countries of the region were exposed to large
losses in the GDP. The most affected countries in the region
by the loss are Saudi Arabia, followed by Kuwait, UAE, and
others.

The conducted research also shows that the foreign trade
of the oil-exporting countries of the Middle East has shrunk
for several reasons, including the following:

* The decline in global consumption of fossil fuels;

» The decrease in aggregate internal demand caused by the
decrease in the internal and external supply of goods and
services due to the preventive measures and the

117

suspension of transportation due to the fear of the pan-
demic outbreak.
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