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The role of fiscal discipline and monetary sterilization policies in achieving
economic stability in Iraq for the period (2004-2016)

Abstract
Economic stability is the most important objective of different economic policies,
whether in the short term, i.e. reducing economic fluctuations or medium and long
term to the level of potential output and inflation target. The second is full
employment, and the third is to avoid large and persistent increases in the overall
price level, which means maintaining inflation levels. The low degree of financial
discipline in Iraq has a negative impact on achieving economic stability due to the
uncontrolled expansionary fiscal policy, mostly to the consumer and military side
due to the security situation, and despite the attempts of the Central Bank of Iraq to
carry out a process of monetary sterilization to sterilize the negative effects of
undisciplined fiscal policy, but it did not The desired economic stability is achieved.
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B # Ry Saa S5 (9) s

VAR Lag Order ion Criteria
Lag LR FPE AIC SC HQ
0 NA 8.10e+11 41.60931 41.81828 41.68540
1 511.9231 1231374, 28.20244 29.45628 28.65902
2 63.80199 526045.1 27.29522 29.59392 28.13228
3 29.48704 636860.6 27.33525 30.67881 28.55279
4 39.50985 410424.3 26.57927 30.96769 28.17729
5 117.3841* 1017.947 19.97318 25.40646 21.95168
6 26.94824 748.3805* 18.49787* 24.97601* 20.85685*
ki Gla i -: jsadEviews10

GRANGER CAUSALITY 23 S 4 JLa) ;UG
oealil) el alaie ) a3 a8 palall oy elad Gl LAY 138 (¢ 6S3 ) Hhai g el S A o) ) &
SIS il CwilS g eUay) <l 38 (6) A5 VAR zased Jal gl daa gl &5 A

1S D o) (10)d52>
TEST OF GRANGER CAUSALITY

Null F i LAGS Prop

GROTHSD does not Granger Cause GROTHG LAGS2 0.0231
GROTHG does not Granger Cause GROTHSD LAGS1 0.0017
GROTHGDP does not Granger Cause GROTHSD LAGS1 0.0122
INFLATION does not Granger Cause GROTHSD LAGS2 0.0432
GROTHSD does not Granger Cause INFLATION LAGS6 0.0494
GROTHOR does not Granger Cause GROTHSD LAGS1 0.0302

Takin Gl i - sadEviews10

Aea ) Aol Ul (e IS sad Jarae (10 dgaia 4y sz A ABle 3525 (10) Jsdx (e gl
el shalall 3 13s Al Aleal) e (5 S ) il Clanae sad ¥ ama ) Apdail) Clal Y1 5 alad) GlaSY
sab Jana g (5 S all il Cilagae gei Jana (Ao A8le elllia o) aas S a3l shalall i oJ Y
adazaill ) (g S el il Clagie sai Jare (a5 cdpiia ) Aleall (e i) Cllagae ) adizaill (e 5 calall GBlasy)
ol i 3 calall
1] jidiall Jalsill 3 gaad) JLd) slay)

il sai Jana 3 gaill Gl it o Jashall JaD 455 483 d5a 5 e Gl 25aall Lsdl o
Waall (o 538 yall il Clagaa 5 Aladill Culal Y s il (o JS sad Jana s (@ i) Jlaay) o)
oail S aaedl A i Ll 5 (F) dad lutial aly LAY 138 (3355 o(Uiiue <) paiaS) adiaill g 4piaY)
Op Ak A8 d5a o patl @A dall (il Jilie el c JaY) sk dle aa g a2e e
sie ey Y aall o JS vie A sl dadll (e S (5.8) ssbast (F) 4l O (1) Jisds (e el ysiial)
Sy i (Al AL dpa jill Jsd g aaell dpia b (b ) o @l 5 (%106%5¢%2.5¢%1) 4 sine (s sise
) aiall g Al ol yriall o 2aY) Al sha 4 ) 5 A8De

sl (1) dss

F-Bounds Test Null Hypothesis: No levels relationship

Test Statistic Value Signif. 10) (1)

Asymptotic: n=1000

F-statistic 5.843689 10% 22 3.09
K 4 5% 2.56 349
2.5% 2.88 3.87
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ARDL zsail B g & jidal) JalSil] jlani) ;luals

(6) 'l 52035 Eviews10 gl s alasiuly ARDL g3 sail & jidiall JalSl lasil J sas (pe grualy
13¢d G J8) a3 35 Akaik inf criterion (AIC) Jbse s VAR JLEa) oo Cinaiadl L Canin
GUY) a3 Jaa (pe JSU el 53 (6) 5 ollaa ¥ ol il g Janal a5 ol (4) llia o 31 al)
Aia ¥l Alaal) (e g S pall i) lasse sad Jaral elagl &l 338 (3) Jilda A& cApdadil] ol ) gad Jama g aladl
Alealal) i yuaall (%699) s La oy 23 5ail O (o3 Lo (%99) g5l R? da sl a5 piiiail) Jaae g
553 F-TEST 4af  ialy 3 Lilaal (5 5ixe zasaill (S Jaall & ¢ Jleal) Aol Ul o Jaxe 8
Prob Chi square=0.859 L)« (Breusch-godfrey) lis) dad caali%5 (e J8 Lllaisly (578.4)
Breusch-) bl dad Cialy s (8 ¢ add) saxil) A1S0 e (A 73 5aill () (i as (0.05) e Aol (25
ddlaie sl 0l () (0.05) G= el 25 (0.897) bl (uilad aae AlSa (uw 53 (pagan-godfrey
.ol Gl aae A1S56 3 ga 5 230 s Homoscedastic

ARDL z3sail & idiall Jalsill jlasd) (12) s>

R-squared 0.999424 Mean dependent var 8.546113
Adjusted R-squared 0.997696 S.D. dependent var 19.16285
S.E. of regression 0.919727 Akaike info criterion 2.771728
Sum squared resid 8.458976 Schwarz criterion 4.067356
Log likelihood -25.82043 Hannan-Quinn criter. 3.243524
F-statistic 578.4832 Durbin-Watson stat 2.674961
Prob(F-statistic) 0.000000

el il i —: suaddiEviews10

:ARDL g3gail Jshll Ja¥) &l jaka sludbus

) sai Jane el sl paiall (21 AL gl A0 yla dlaviaal elllin o e g 52 (13) Jsas 0
ga Jara (e S O dan e 2 Al gl A8Ne @lllia o) o ) cAaca gall <yl Ay g Jlaal) sl
) sai Jare e adimill et Janae s pia¥) Aleal) Ga (538 el Glid) Cllagia gai Jana s dplaiill <ol Y
e Maa ¥ Aaall il g daladl il o Adls Ja1 Al sk 483 @lllia il Jiaal b o Saay) sl
Aalall il Taluail aae ) Glld dgmy 85 Jaay) ol i) e dalad) ciliall Ll |30 elita @)
iy Aaled) il e ) Gf 3 o gabaBY) ) E me e e sSa W gl B Glld Al gde
Al 30 A AiaY) g la S s 4y Sue iy sal s il 5, s

Jashl) Ja¥) < i (13) Jgs
Long Run Estimati

Variabl Coeffi Std. B St Prob.
GROTHG -0.415861 0.358874 -1.158792 02735
GROR 2.450596 1.084588 2259472 0.0474
GROTHSD 0.975936 0.333748 2.924166 0.0152
INFLATION 0.549383 0.099517 5.520465 0.0003
C 9.382265 2.581323 3.634674 0.0046
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e Ailian] A sine I3 Allu a5 (0.38-) s Uadll masad Jalaa o (14) Jsaall (e ey
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Jara (o g A8 Gl o Lyl Jaa Dy s« Jusd (10.5) ) L (2.6) ) zlims 3 L Lo g3 iy (455
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Short Run Estimation

Variable Coefficient Std - Error T- Statistic Prob.
D(GROWTHG) 0.3555 0.0567 -6.2689 0.0000
D(DINFLATION) 0.9127 0.2943 3.1124 0.0000
D(DGROR) 0.6976 0.0349 19.9643 0.0003
D(GROWTHSD) 0.1637 0.1344 1.21781 0.0251
Cointeq(-1) -0.3891 0.0536 -7.2521 0.0000

| b s i -1 pradiEviews10

ARDL gl ) jfin jLid) sUals
The Cumulative Sum of (CUSUM) atiall (&l all  (oS) 5l & ganall sl (2) JSEN e o
The (SUSUMSQ) 4xliiall Al sall Cilay jal oSyl g senall il XS the Recursive Residuals
a5aal) Cpana Al (LAY Aad o) a3l 3l Cumulative Sum of the Recursive residuals squared
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