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Abstract:

Carbon dioxide is one of the most important gases
contributing to the greenhouse effect. Many studies have
examined the determinants of carbon dioxide emissions in
various countries; however, few have investigated the
impact of the shadow economy on carbon dioxide
emissions in the Kingdom of Saudi Arabia. Therefore, this
study aims to analyze the relationship between the shadow
economy and carbon dioxide emissions in Saudi Arabia,
in addition to other determinants of emissions, namely
urbanization and trade openness, over the period 1991—
2015 in both the long run and the short run. The study
relies on time-series data for the variables included in the
analysis. The Autoregressive Distributed Lag (ARDL)
model was estimated using STATA software.

The study did not find conclusive statistical evidence that
the shadow economy has a positive effect on emissions in
the long run, as the coefficient of the shadow economy
was negative and statistically insignificant. However, in
the short run, the shadow economy leads to a reduction in
emissions. As for urbanization, the study found that it has
a positive and statistically significant effect on emissions
in both the short run and the long run. It is the only
variable in this study whose effect on emissions extends
from the short run to the long run. Regarding trade
openness, the study did not find a significant effect on
emissions in the long run, as the coefficient sign was
positive but statistically insignificant. However, in the
short run, its effect on emissions was negative and
statistically significant.
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