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Overview

Macro-exogenous shocks that adversely affect human capital accumulation may have a lasting impact because investment in human capital takes place at critical stages and cannot be postponed. Economies that rely heavily on income from exacting natural resources are subject to  the high volatility that characterizes the natural resources market and are thus subject to negative and frequent macro shocks. Accordingly, investments in human capital in such countries may be adversely  affected. In this study, we show how in Saudi Arabia, a country that relies heavily on crude oil exports, negative shocks in crude oil prices can impact households’ decisions to invest in education. There are approximately 14 percent of Saudi students in the country who attend private schools that charge fees to provide educational services. While 14 percent might sound low, the pace  of growth in the number of Saudi students attending private schools, especially international schools, is very strong, much stronger than that of public schools. The paper investigate how the growth in private schools enrolment is affected by the oil down cycle of mid 2014.
Methods

We use the oil down cycle that started in the second half of 2014 to empirically study its impact on the choice of public vs private school by Saudi patents who lives in Saudi Arabia, a country that relies much on oil revenues.  Public schools in Saudi Arabia are tuition-free schools while private schools charges tuition fees. Private schools can be national private schools, which teach national curricula or international schools, which teach international curricula and tend to charge relatively higher fees. We collect data on K-12 school enrolment in all three school types across all the Ministry of Education’s offices in Saudi Arabia from 2013-2021. We then run series of regressions to study the impact of the oil down cycle on the dynamic of enrolment. We use the data to examine first what explain the choice of private vs public schools and then we investigate the impact of the oil down cycle on the number of Saudi students in both types of private schools.  
Results

we find that the oil-down cycle that started in the second half of 2014 compelled parents to abstain from sending their children to and, in some cases, de-enroll their children from tuition-based private schools, which are perceived to provide better quality education. Parents enrolled the children in free public schools. The impact of the shock on private school enrolment differs according to the type of school. In national private schools that teach national curricula, the growth rate of Saudi students dropped from 6 percent during the period before the shock to reach -3.8 percent in the academic year of 2018. Whereas, in international private schools that teach international curricula and tend to charge higher fees, the growth rate dropped from 40 percent before the shock to 23.8 percent in the academic year of 2017.  We also find that the pace of rebound in national private schools, once the oil prices start to rebound, varies significantly across cities, sex, and educational levels, indicating a heterogeneous impact of the shock.
Conclusions

The propagation of oil market volatility to the choice of schools by parents the pursuit of better quality education have important implications for both parents and policymakers. Parents may find it very hard to maintain the quality of education under the uncertainty of the income they earn, which may have a permanent impact on the human capital accumulation of their children. The government, with lower level of oil revenues in down cycles, may find itself under greater pressure to allocate more resources to education to accommodate extra students who might switch from private to public schools, affecting the quality of education. Although this study focuses on the adverse impact of oil shocks on education, other government services, particularly health services, are also expected to be impacted by oil shocks in a similar fashion. This emphasizes the importance of shielding the economy from the volatility of the oil market.
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