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ABSTRACT

This study examines the threshold effects of the Human Development Index (HDI) and
sustainable economic growth on the relationship between financial development and oil
revenues in developing oil-exporting countries. Considering the central role of oil revenues
in the economic structure of these countries and the importance of financial development in
the optimal allocation of resources. analyzing this nonlinear relationship is of particular
significance. To this end. panel data for selected oil-exporting countries in the Middle East.
including Algeria. Bahrain. Egypt. Irag. Iran. Jordan. Kuwait. Oman. Saudi Arabia. and the
United Arab Emirates. during the period 1995-2024 were used. Financial development is
considered as the dependent variable. while oil revenues. economic growth. capital stock.
trade openness. the Human Development Index. and the sustainable economic growth
index are treated as explanatory variables. To identify nonlinear behaviors and threshold
effects. the Panel Smooth Transition Regression (PSTR) model was employed. Prior to
model estimation. the Levin-Lin—Chu panel unit root tests indicated stationarity of all
variables at levels. and the Kao panel cointegration test confirmed the existence of a long-
run equilibrium relationship among the variables. Moreover. the linearity test results
rejected the linearity hypothesis. emphasizing the necessity of using the nonlinear PSTR
model. The estimation results indicate that when the Human Development Index exceeds
the estimated threshold. the effects of oil revenues. economic growth. capital stock. and
trade openness on financial development are significantly strengthened. In other words. at
higher levels of human development. the efficiency of oil revenues in promoting financial
development increases. Additionally. results from the second model show that sustainable
economic growth also has positive and significant threshold effects on the relationship
between oil revenues and financial development. such that after surpassing the sustainable
growth threshold. the response of financial development to changes in oil revenues and
other macroeconomic variables is amplified. The findings suggest that relying solely on oil
revenues for financial development is insufficient. and enhancing human development and
achieving sustainable economic growth. as institutional and structural conditions. play a
decisive role in strengthening the impact of oil revenues on financial development.
Accordingly. it is recommended that policymakers in developing oil-exporting countries.
alongside optimal management of oil revenues. focus on investments in education. health.
institutional quality. and economic growth sustainability to provide the necessary
foundation for efficient and sustainable financial development.
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