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Abstract: 

   The research aims to analyze and measure the effectiveness of the tax in stimulating Iraq's 

economic growth. The analysis was used descriptively and measurably, using the ARDL 

methodology. Because it's the most suitable methodology for research variables being static 

at the first difference and for the purpose of knowing the effect of taxes of their types 

(Direct and indirect taxes) on GDP. Standard results have shown the interrelationship 

between the dependent variable (GDP) and the independent variables of oil revenues, direct 

taxes, indirect taxes and statistical results F-Bounds Test shows that its value (65.38562) is 

greater than its lower and higher value at an indicative level (1%). Thus, it can be said that 

there is a common complementarity between independent variables and subordinate 

variables. When a direct tax increase of 1% increases the output by 12%. It also shows a 

positive and Significant relationship between oil revenues and domestic product. When 

increased by 1%, it increases the output by approximately 48.6%. This confirms that the 

Iraqi economy is rent privileged. (GDP) is about 6%, and the adult error correction 

milestone is negative and Significant, which means a speed of adjustment between the short 

and long term of about 2 years. The long-term relationship between direct taxes and 

domestic product is positive and Significant. When direct taxes increase by 1%, they 

increase the output by 26.7 This emphasizes the ineffectiveness of fiscal policy in this area 

and the relationship between indirect taxes and GDP is negative and Significant The 

relationship between oil revenues and GDP is Significant and positive, which means that 

the Iraqi economy is a rent economy and will remain rent if it does not take efficient fiscal 

and tax policies. Research has found that Iraq's current fiscal policies have not been 

designed to create an investment environment suitable for the public and private sectors. To 

contribute positively to attracting domestic and foreign investment to encourage key 

industries and SMEs and stimulate economic growth for them and the economy as a whole, 

as well as weak tax administration. The Ministry of Finance must develop procedures to 

invest in digital transformation initiatives to create easy-to-use and effective online 

platforms for tax registration, registration and payment procedures. 

Key words: Economic growth, direct taxes, indirect taxes, ARDL methodology, Iraq. 
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2:03 2::1 Current 

Expedients 3 

Indirect 

Taxes 2   

Direct Taxes 1 Year 

:211 :211 32117000 12:11 11121 1::1 

222 :21 26375000 22111: 211211 1::1 

:211 :211 37495000 21:111 1:1111 1::1 

2211 2221 39308000 21:1:1 11:1:1 1::1 

:211 :211 67277000 11:112 112112 1::1 

12:2 2211 55589000 111111 111::: 1::1 

2211 2211 70134000 11211: 11211: 1:2: 

2211 2211 78758000 2:1:212 2:1:212 1:22 

221 221 105140000 21111:1 21111:1 1:21 

2211 2211 119128000 2112111 2112111 1:21 

2211 2211 83556000 2111111 2111111 1:21 

1211 1211 70398000 2111111 2111111 1:21 

12:1 12:1 67067000 1111111 1111111 1:21 

:211 12:1 75490000 111:11 2111121 1:21 

2212 1211 80873000 111111 1111121 1:21 

0.97 2.62 111725000 1089308 1089308 2019 

15.81 3.96 76082000 12032001 30130620 2020 

5.98 11.30 116960000 1111211 2112111: 1:12 

5.98 0.11 116960000 6997155   13216750 2022 

4.15 18.29 140000000 5815638 25601583 2023 

3.67 
 

 المتوسط 11111112111 121111121 :::11111 6.96
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 Ratio 

2:3 
Ratio 1:3 

Total 

Revenue 3 

Revenue of 

IndirectTaxes2 

Revenue of 

Years 

DirectTaxes1  

0.25 :211 32983000 12111 11111 1::1 

:211 0.84 40503000 112:21 111111 1::1 

:211 0.63 49056000 111111 1:1111 1::1 

2212 0.80 54599000 111111 111112 1::1 

:211 0.65 80252000 111111 111112 1::1 

12:1 22:1 55209000 2221111 1:1:1: 1::1 

2211 1.04 11112::: 2::211: 111111 1:2: 

:211 :211 99999000 437616 873539 1:22 

:211 :211 119466000 518964 1146941 1:21 

:211 2221 113767000 599181 1357832 1:21 

:211 1.39 105387000 515899 1463997 1:21 

:211 2.02 66470000 516980 1342529 1:21 

:211 2.93 54409000 532703 1593596 1:21 

:212 12:1 77336000 547032 1567716 1:21 

:212 2.76 106570000 974587 2939415 1:21 

22:2 2.71 107567000 1089308 2925223 1:21 

212:1 47.68 63200000 12032001 1:21:11: 1:1: 

1212 11.89 109081000 7,208,285 12,974,040 1:12 

1211 8.17 212111::: 6,997,155 13,216,750 1:11 

:211 3.24 788878560 5815638 25,601,583 1:11 

  المتوسط 111211121:1 11:1111212 151832889.2 6.76 1211
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2::1 GDP 2 
Total of Direct 

Taxes 1 
Years 

:221 1111111121 73613 1::1 

:211 1111111121 184145 1::1 

:211 1111111121 307943 1::1 

:21: 22211112121 440805 1::1 

:211 211:11:1221 581351 1::1 

:211 21111:12:21 739000 1::1 

:2:1 211::11111 881340 1:2: 

:211 1211112:1 1070181 1:22 

:211 11111111: 1367208 1:21 

:212 111111111 1931497 1:21 

:212 11111:111 1629993 1:21 

:211 1:1112121 1778225 1:21 

2211 1:1111111 2726227 1:21 

:211 111111111 1567716 1:21 

2211 112:11111 2939415 1:21 

22:1 111111111 2925223 1:21 

21221 211111111 30130620 1:1: 

:211 3011628183 12,974,040 1:12 

:211 3830641623 13,216,750 1:11 

:211 141::411141:12:: 25,601,583 1:11 

  المتوسط 7681436.77 11:11111121 1.78
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  Economic Growth 

 

 

 

https://www.aljazeera.net/economy/termsandconcepts/2015/7/28/%D8%A7%D9%84%D9%86%D8%A7%D8%AA%D8%AC-%D8%A7%D9%84%D9%85%D8%AD%D9%84%D9%8A-%D8%A7%D9%84%D8%A5%D8%AC%D9%85%D8%A7%D9%84%D9%8A
https://www.aljazeera.net/economy/termsandconcepts/2015/7/28/%D8%A7%D9%84%D9%86%D8%A7%D8%AA%D8%AC-%D8%A7%D9%84%D9%85%D8%AD%D9%84%D9%8A-%D8%A7%D9%84%D8%A5%D8%AC%D9%85%D8%A7%D9%84%D9%8A
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UNIT ROOT TEST RESULTS  TABLE   

Null Hypothesis: the variable has a unit root  

At Level  

  Lngdp directrat indirectrat 

 

Lnoilr 

With Constant t-Statistic -12111111 -:21:121: 
 

-221111:2 -12111111 

 Prob :22112 :211:1 :21112 :2:11: 

  N0 N0 N0 N0 

With Constant & 

Trend 

t-Statistic -1211:111 -12111111 -12111111 -12211111 

 Prob :2112: :2:111 :2111: :22111 

  N0 N0 N0 N0 

None t-Statistic 12:11111 1211:111 22211121 :21:1111 

  :21111 :2111: :21111 :21111 

  N0 N0 N0 N0 

At First Difference   

  lngdp directrat ndirectrat Lnoilr 

With Constant t-Statistic -12111:21 -12111:11 -12111111 -121:1112 

 Prob 2.22.5 :2:::2 :2:::1 :2::11 

  *** ***  *** 

With Constant & 

Trend 

t-Statistic -121:1211 - -12211111 -121121:1 -12211212 

 Prob :2:111 :2:::1 :2::12 :2:11: 

  *** *** *** *** 

None t-Statistic -1211111: -12:11:11 -12111111 -12111111 

 Prob :2::21 :2:::: :2:::: :2:::1 

  *** *** *** *** 
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VAR Lag Order Selection Criteria 

Endogenous variables: LNGDP LNDTAX LNINDTAX LNOILR  

Exogenous variables: C  

Date: 10/07/24   Time: 12:59 

Sample: 2004 2023 

Included observations: 19 

 Lag LogL LR FPE AIC SC HQ 

0 -32.03730 NA   0.000522  3.793400  3.992229  3.827050 

1  29.51407   90.70728*   4.54e-06*  -1.001481*  -0.007334*  -0.833232* 

. 

Dependent Variable: LNGDP 

Method: ARDL 

Date: 10/07/24   Time: 13:02 

Sample (adjusted): 2005 2023 

Included observations: 19 after adjustments 

Maximum dependent lags: 1 (Automatic selection) 

Model selection method: Akaike info criterion (AIC) 

Dynamic regressors (1 lag, automatic): LNDTAX LNINDTAX LNOILR 

Fixed regressors: C 

Number of models evalulated: 8 

Selected Model: ARDL(1, 0, 1, 1) 

Variable Coefficient Std. Error t-Statistic Prob.* 

LNGDP(-1) 0.549618 0.037704 14.57722 0.0000 

LNDTAX 0.120420 0.016822 7.158541 0.0000 

LNINDTAX -0.097936 0.015015 -6.522503 0.0000 

LNINDTAX(-1) 0.030586 0.010182 3.003870 0.0110 

LNOILR 0.486017 0.021952 22.13984 0.0000 

LNOILR(-1) -0.249024 0.027946 -0.0000 
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8.910781 

R-squared 0.998443 Mean dependent var 5.308380 

Adjusted R-

squared 

0.997664 S.D. dependent var 0.449972 

S.E. of 

regression 

0.021747 Akaike info criterion -4.541340 

Sum squared 

resid 

0.005675 Schwarz criterion -4.193389 

Log likelihood 50.14273 Hannan-Quinn 

criter. 

-4.482453 

F-statistic 1282.339 Durbin-Watson stat 2.805510 

Prob(F-statistic) 0.000000   

. 

     

F-Bounds Test 

Null Hypothesis: No levels 

relationship 

     
     Test Statistic Value Signif. I(0) I(1) 

     
     

   

Asymptotic: 

n=1000  

F-statistic  65.38562 10%   2.37 3.2 

K 3 5%   2.79 3.67 

  2.5%   3.15 4.08 

  1%   3.65 4.66 

     

Actual Sample Size 19  

Finite 

Sample: 

n=35  

  10%   2.618 3.532 

  5%   3.164 4.194 

  1%   4.428 5.816 

     

   

Finite 

Sample:  
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n=30 

  10%   2.676 3.586 

  5%   3.272 4.306 

  1%   4.614 5.966 
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ARDL Long Run Form and Bounds Test 

Dependent Variable: D(LNGDP) 

Selected Model: ARDL(1, 0, 1, 1) 

Case 2: Restricted Constant and No Trend 

Date: 10/07/24   Time: 13:04 

Sample: 2004 2023 

Included observations: 19 

Conditional Error Correction Regression 

Variable Coefficient Std. Error t-Statistic Prob. 

C 0.600363 0.081160 7.397234 0.0000 

LNGDP(-1)* -0.450382 0.037704 -11.94523 0.0000 

LNDTAX** 0.120420 0.016822 7.158541 0.0000 

LNINDTAX(-1) -0.067350 0.014320 -4.703325 0.0005 

LNOILR(-1) 0.236993 0.029064 8.154069 0.0000 

D(LNINDTAX) -0.097936 0.015015 -6.522503 0.0000 

D(LNOILR) 0.486017 0.021952 22.13984 0.0000 

CointEq(-1)* -0.450382 0.021572 -20.87832 0.0000 

Case 2: Restricted Constant and No Trend 

Variable Coefficient Std. Error t-Statistic Prob. 

LNDTAX 0.267373 0.023780 11.24367 0.0000 

LNINDTAX -0.149540 0.026669 -5.607162 0.0001 

LNOILR 0.526204 0.044139 11.92164 0.0000 

C 1.333009 0.179541 7.424533 0.0000 

EC = LNGDP - (0.2674*LNDTAX  -0.1495*LNINDTAX + 0.5262*LNOILR+ 

1.3330 ) 
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Heteroskedasticity Test: Breusch-Pagan-Godfrey 

F-statistic 1.601792 Prob. F(6,12) 0.2293 

Obs*R-squared 8.449697 Prob. Chi-

Square(6) 

0.2070 

Scaled explained 

SS 

2.036176 Prob. Chi-

Square(6) 

0.9163 

Breusch-Godfrey Serial Correlation LM Test:  

F-statistic 2.473155 Prob. F(2,10) 0.1341 

Obs*R-squared 6.287832 Prob. Chi-

Square(2) 

0.0431 



                                                                                      

6140204
 

 
 
 
 

 

 

 

 

21:     

0

1

2

3

4

5

-0.04 -0.03 -0.02 -0.01 0.00 0.01 0.02 0.03

Series: Residuals

Sample 2005 2023

Observations 19

Mean      -1.29e-15

Median  -0.000495

Maximum  0.028821

Minimum -0.034655

Std. Dev.   0.017757

Skewness   0.005962

Kurtosis   2.208228

Jarque-Bera  0.496411

Probability  0.780200
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