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Abstract

Natural resources are considered valuable capital that can be converted into
basic infrastructures such as schools, ports, roads, and other types of capital
and technology, which can provide a country's economic development and
progress. Natural resources, especially hydrocarbon resources such as oil and
gas, have double importance. Nevertheless, the inappropriate economic
performance of rich countries in hydrocarbon resources has been quite evident
in the last few decades. This issue has intensified the motivation to conduct
studies investigating how resources influence the economic variables of these
countries. Most of the empirical studies conducted in this regard have
confirmed the negative relationship between the abundance of natural
resources and economic growth, so many countries rich in natural resources
have had a weaker performance in economic progress and poverty reduction
than others. This issue is known as the resource curse theory in economic
literature. The increase in oil prices increases the foreign exchange reserves
of oil-exporting countries, and these revenues increase the power of the
domestic economy. Improper planning and improper use of these income
sources can increase income.

inequality in these countries. Income distribution is critical as a performance
variable affecting other economic variables. Most researchers who have
researched and studied income inequality agree that the gross domestic
product is the most important economic component that directly and indirectly
affects the Gini coefficient index. Kuznets first presented the theory. The
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export of this product ultimately affects the gross domestic product in oil-
exporting countries. Unequal distribution of income is undesirable in social
justice. Regarding economic growth, the increase in inequality causes
dissatisfaction among the lower social classes, ultimately leading to social
unrest and civil war. Income inequalities are caused by educational, health,
social status, power, credit, job satisfaction, participation rate, freedom of
choice, working conditions, self-confidence, and other inequalities; This issue
has caused economic policymakers always to seek to explain and implement
policies that use oil revenues to reduce income inequality and achieve
economic growth and development. This research examines the relationship
between oil revenues and income inequality in selected oil countries using the
econometric method based on the panel data method. GDP, inflation,
government size, and labor productivity are independent variables, and
income distribution is considered a dependent variable of the model. The
research period is 2006-2019. The investigated model is presented as follows:
Gini = f(OIL. GDP. INF. GLP.SOG)

GINI: Gini coefficient as an index of inequality  OIL: Oil Revenues

GDP: Gross Domestic Product INF: Inflation Rate

GLP: Labor Productivity SOG: Size of Government
Panel data provides a suitable environment for developing estimation methods
and theoretical results, and the panel data method helps combine cross-
sectional and time series data. The advantage of this method is that traditional
econometric methods on time series and cross-sectional data usually do not
consider the heterogeneities related to units or groups, and the results risk
being biased. Become the models used in panel data are divided into two
categories. The first category is static models, and the second is dynamic
models. The static test results showed that all the investigated variables are
not at the static level, and they become static by taking a single difference.
According to this issue, it is necessary to check the coexistence of variables.
Performing co-homogeneous tests is to avoid the occurrence of false
regression and also to determine the long-term relationship between the
variables. Because some of the model’s variables became stationary with one
order of differentiation, the Kao cointegration method was used. The results
of the Kao test confirm the existence of collinearity and show that the
independent variables under investigation are collinear with the dependent
variable. A long-term balanced relationship exists between the Gini
coefficient and the model’s independent variables. After performing the unit
root and cointegration tests, Limer's F test was used to check the estimation
ability using panel data, which confirmed this capability. After determining
the use of panel data, one fixed or random effects method should be specified
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for estimating the model. This was done using the Hausman test, which
confirmed the fixed effect method for estimating the model. After the
Hausman test and confirmation of the appropriateness of the panel model and
according to the characteristics of the GMM method, the necessary estimation
was tested in this regard. The results of GMM estimation showed that the Gini
coefficient with a break has a positive and significant effect on income
inequality. Moreover, Wald's test was used to check the simultaneous
significance of the regressors of the whole model, and the whole model was
significant and confirmed. Considering the results obtained from the Sargan
test, the null hypothesis of the Sargan test is not rejected; therefore, the use of
control variables to control the correlation between the explanatory variables
and disorder sentences in the model is necessary, and the control variables are
helpful in the generalized method of moments (GMM) is suitable, and the
validity of the results for interpretation is confirmed. The results show that oil
revenues, GDP, inflation, and government size positively and significantly
affect the Gini coefficient. Moreover, labor productivity negatively and
substantially affects the Gini coefficient. In other words, all variables of the
model, except labor productivity, make and leads to unequal income
distribution. The practical and political results of the research emphasize that
an increase in oil revenues in oil-exporting countries leads to a rise in
inequality; therefore, budget planning should seek to reform the government's
spending mechanism because the main reasons for the relationship between
income and income distribution in the way of spending planning and
government expenses are hidden. Reducing the size of the government and the
level of its intervention in the economy can also reduce the government’s
burden and costs. The private sector's management of oil resources and a
precise legal structure is essential to correctly managing high oil income. If
the oil income belongs to the private sector, the private sector can use it to
expand infrastructure and investment. In this way, it will help to make the
income distribution fairer. In addition, allocating part of these oil revenues to
poverty alleviation projects and the development of deprived areas will
provide the demand of this part of the society; The low-income people have a
higher final desire to consume than high-income people, and usually, the
increase in their income leads to a rise in demand in the consumer markets,
which as a result of the increase in the income directly reduces the inequality
in the society.

Key Words: Oil Revenues, Income Inequality, Panel Data, OPEC, Non-
OPEC, Generalized Torques
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