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The impact of the budget deficit on economic growth rates in Iraq

Abstract

The Iraqi economy suffers from a continuous structural fiscal deficit
during the period (2005-2018), and this deficit has exacerbated with the
conditions of the global economic recession and the decline in oil prices in
world markets, which caused a decline in the financial resources available to
the government to fulfill its financial obligations to produce basic services
and alleviate the suffering Citizens to improve the performance of these
services (water, electricity, health care, education), and in order for the
government to achieve these services appropriately, it must use the
capabilities of the private sector to produce these basic services as well as
address structural imbalances in the lragi economy by changing the
contribution of its main economic sectors to output In addition, economic
reform policies such as tax reform can play a pivotal role in this, so this
study tries to find ways and possible solutions to address this crisis by doing
many Actions including, reforming the tax system, compressing operating
expenditures, increasing investment spending, and Reducing financial and
administrative corruption and saving a portion of oil revenues and investing
them in the development of the oil industry, in order to diversify sources of
income in the Iragi economy and rid it of the structural imbalance caused by
the increasing dependence on oil.

Keywords: financial deficit, economic growth, economic reform, structural
imbalance.
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Variable (At Level) _ (At first difference) _
ADF Prob The decision ADF Prob | The decision
GDP -2.04 0.2655 | no-stationary | -6.410 | 0.0006 Stationary
IE -1.670 | 0.7006 | no-stationary -2.954 | 0.0186 Stationary
OE -1.303 | 0.8387 | no-stationary -4.469 | 0.0211 Stationary
Variable (At Level) _ (At first difference) _
PP Prob The decision PP Prob | The decision
GDP -4.648 | 0.0144 | no-stationary | -10.339 | 0.0000 Stationary
IE -1.127 | 0.8821 | no-stationary | -2.417 | 0.0000 Stationary
OE 1.212- 0.862 no-stationary | -4.469 | 0.0211 Stationary

.Eviews G.AL"‘),\ Gl i e alaie YU sl dlac) e 3 jlaad)

i) ¢ Aaall bl Jleal) dul ol Gl piie ases Of (8) Jsaa) e ey
Axy L O sSall oyl (335 (Level) ososiuall (8 diSla ye (bl sl o ody lafin,y)
Y1 A ) e AlalSi 23 sail) il At 31 Judladl (8 dagle Sl g clgd V) LAl A

(CI~(1))

o) il Jalsal) Jalas %
345 e — (Integration) As Al (e (e ALalSie die ) JwBlad) ) oS5 Lan e

A 51aniY) A8 Ayl il JalSal) Cullad aladt ) ¢ Sans AGLl) ¢ Sl el jLsal
& Jad¥) (Johanson) Osils sa L) tays o shall (aall 8 Leil 3 ) jall < jriall
A yidall JASill dnia (e ST 3 sa 5 ASaY by e arie e ST e g3 gall o) sia) Al
.(Brooks,2008:351)

Gl 73 gad il piclal (o guaita 52) ARy sy o jidiall JalSil) JLEA il (9) Jyaad)

AV ks

i M-N‘ LEAY) dad 44»3‘ Aol daad) pa Al ) (Hyp) afaiﬁ u@ﬁ
Ayl Critical Value (Hy) & fidal) Jalsil) clgadia 2
0.0352 31.10555 29.79707 r>0 r=0
0.0772 14.21513 15.49471 r>1 r<i
0.0271 4.881239 3.841466 r>2 r<2

“Trace test indicates 1 cointegratingeqn(s) at the 0.05 level

alie ¥ eyl jlsd)

0.1772 16.89042 21.13162 r>0 r=0
0.2594 9.333887 14.26460 r>1 r<i
0.0271 4.881239 3.841466 r>2 r<2

“Trace test indicates 1cointegratingeqn(s) at the 0.05 level
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e ol o pait Al dperall Ay 6l HAY) sl s 0F (9) Jsaall (e ey
Apeall Gy dll i 3 UL 5 ¢(%5) AV (5 st e A gina jiaa (5 sl Glgaiall
Aaall A ) L) dagt il Lt (1> 0) JelSill 4nia jiea (e ST 25a 5 el
S ) AV LA il ae Al Cielad iy gine Y] e a g dantia 3 ga g (i
4 gine dal g e 4aia dga g it Al (1 < 0) (odnll (i il alaal) dagdll sl das
) JalSill o g5 (Fra Laa (%05) AV 5 sise e

Ay plaiin) claaill) sl ol joriall o Jal) Al gl 435 5) 5 48Me 2 5a 5 i Las
saall oLl (3l yal) 8 dlaay) Asall il 8 Jiaiall ail) il 5 (Al cilaal)
.(2018-2005)

) 3 padl dpsad) ABBlal) LR quilts ;Lo

bl 3 saill a8l L5 el iiall Jalsill sl g ¢ Sl HLal (Giad aey
A e il b Al il ol jpaiall (g A Bl ) A8e 3 sa s (e U ay
SVl S Al aa g ¢(galbaBY) gaill) (4 JAaiall alll joaiall g o(Aaladil) culaal)
oAl Alule 3 5oas s ALl 8 5l o G oldas g ala¥) Al oladl ;8
Al ALl 8 s o (Y1 AL 8 5l o o el o Aol elail
AL sgd o) oLtV Ll ISV AL 8yl Gy ) ALLLA 8 il
S oiall G dll J el oty g oo Al Aladi 8 5oad sy W AL i i) of 6 ol
LS @l raia 55 (S5 ¢(%5) o 1) A smnl) F AV (5 sivee IS 13) s AB3e 35 g ada
(Shan & Wilson:2001) :

(RSS, — RSS,,)

q
RSS,,
(n—m)

F =

q sl e sV yr cafall HlasiVI ¢ laas¥) B Clay je g sane RSS 3

A A83e 25 g paad A g JalSl) 23 gail) 8 Cilalaall 2ae M cchlaaliiall 22e 0 e gl 22

=Y Jsaall s (%5) e S F-Statistic 4 2ic AV (5 gie IS 1Y) G piall (o
:(Granger Causality Tests) JLial qa s

i) i) g Adiiacal) < piiall ¢ Asaad) ABMal) LSRN (10) Jsaad)

Null Hypothesis F-Statistic Prob Result

IE = GDP 1.03686 0.4033 Do not accept
GDP ==pp- IE 0.17832 0.8404 Do not accept

OE = GDP 5.10368 0.0429 Accept causal relationship
GDP =  OE 0.15258 0.8613 Do not accept
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nﬁAA‘Gl}Aigé‘ﬁéafyhﬂﬂAhA\giﬁ;ﬁmﬁ
Al a8 a% ASL) Al 5 & Sl JalSill 5 o Sl l LAl il e ga 8

((OLS) s_all Sy jall 48 Hha aladi iy Al & puaial) Ao adsll puaiall 4y jlassy)
Y Jsaall ALS iy

Gl i gad (b lasiY) clalaa s il (11) J gl

Variable Coefficient S.E T-Statistics P.Value
C 0.359224 0.952183 0.952183 0.7132
log IE -0.149766 0.213286 0.213286 0.4972
log OE 1.226961 0.374324 0.374324 0.0074
(Ajd R% 0.82) (R% 0.79)
F-statistic: 25.62385 Prob: 0.000072

Durbin-Watson stat 1.540461

“;ugﬁ\G}JAﬁ‘K:u433A39‘}AA§in;&ﬁ)

dohe) ( Y saill e @llh g (OLS) 48 yhal Alian ) Jag -8l (e (Baall a5 sl
(Y1e:Y.uo
:(R?) 2aial) paadl) Jalea )

il i) s K ) e W el (S 3 el 1) dawial) sl Jalaa
caal sl 5 Jiall oy 4ed 7o),y caraiall HlasiV) ANy b ds el Al ol il AYay
A8 Adle 4y i ey aciaty 45l LS dlle (58 558 s 773 sl iy Alle Al culS LS
laa die (3.8 51l 83 s (Ol 5 A0alS 23 goaill Ay il 5 a8l () ey 138 ()8 Tasl 5 (5 sl S
e Ol il i) g Alisall ol yriall (4 ylasiV) A8Dal) ass VA (e Jaaliy Y
&b F-statistic Jlgal of LS Gilaa) 73 paill 3 ga (e Jag 13 5 ¢(%79) <oaly R?
JSS zasaill 33 e Ju 18 5 ¢(0.000072) 4idlaial 4ad 5 (25.623)
:(Histogram Normality test) (bl aajsill JLad) ¥

O ST HLaadl A dlaa ) Al <l 13 5 (Jarque-Bera) Jlial JMA (e el
DRE YA ey (Y)Y cagglay o) gll) anda 558 i bl O ay 1244 (0.05)
ol ) sl s el () im 138 5 ¢(0.0544) 3 seill Adlaia) Lol
2B gl IONEEL) g I Jals Y ¥

A g5 Lo g ) LAY ST 2y 3) ((DW)0 sl 5 s i) aladinly el
(VE9 Y00 (s aTs o sdkll) s il il At lya callaiy HLEAY) 48 el g 480 SY

Null Hypotheses Hy=p=0
Alternative Hypotheses Hy=p=0

gasalll 8 I Ll )Y AlSie a5 aae o J2 185 ¢1.54 = (DW) 4 cialys
&&ill (Breusch-Godfrey Serial Correlation LM Test) Jlial aladiul LS | jasal)
Ll Y A G (e Sl Y z3 sl Of LM Test sl gl < jldl 5 ¢ 5120 Ll jY) o
e o Ay ¥ 3 5all JEG (0.05) (e ST 025 (0.3252) JLiay) dad cuals 3] ¢ 513
LAl sl Y
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