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Abstract

The main aim of this paper is to assess the fiscal sustainability in Iraq, Egypt,
and Jordan by estimating the fiscal reaction function. To show the extent to which fiscal
policy interacts in these countries by taking corrective measures in adjusting the
primary balance of the public budget towards developments in the public debt,
government spending gap and the output gap. Using the Autoregressive Distributed
Lags (ARDL) Approach, the empirical results indicated the response of the fiscal policy
in Iraq to the developments that occurred in the levels of public debt, and thus provide
evidence of the existence of the fiscal sustainability, but the fiscal policy in Iraq did not
take the necessary and countermeasures of the economic cycle. As for Egypt, the results
indicated that there is a weak response by the fiscal policy in the face of debt
challenges, or that is on the path of fiscal sustainability, but slowly. In Jordan, I
concluded that the long-term equilibrium relationship between the primary balance of
the public budget and the levels of the public debt has not been achieved, and thus there
is no evidence of the Jordanian economy’s progress towards fiscal sustainability.
Keywords: Fiscal reaction function, Fiscal sustainability, public debt, Primary surplus,
Output gap, ARDL model.
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X Level First Difference
Variable
Constant Constant & Trend Constant Constant & Trend

b -2.469377 (3) -2.273736 (3) -2.68318* (3) -2.45797 (3)

d; -9.5207***(0) -6.1194%**(0) -3.32969%*(0) -3.45919* (0)
GVAR | -2.97835%(0) -2.89348(0) -4.9008***(0) -4.715531**(0)
YVAR | -1.644439 (3) -3(3) -2.27095 (3) -2.098354 (3)

)44
. Level First Difference
Variable
Constant Constant & Trend Constant Constant & Trend
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J8 ez lall g ey olad s 2ie e (s3ba phaiay z3sall (Table CI(iii)) Jsaall
.(Besaran, et al., 2001: 300)
O'Wald bl g8 () Jsaal)

Country V;\lr(i)élgres F-Statistic AIC Cointegration
Iraq 4 4.874011** 5.655318 yes
Egypt 4 12.15959*** 2.42510 yes
Jordan 4 2.972029 4.360291 Unresolved
Significance 10% 5% 1%
Critical Lower | Upper | Lower | Upper | Lower Upper
Values 2.45 352 | 286 | 4.01 3.74 | 5.06
%05 Juaia) (5 siue die JalSill LU A83a] dilianl) 4 ginall ) **F F¥ (0 JS i ())

(sl e %1
Eviews 9 zebi » e aic Vi daldl slac (e Jsaall : jaadll

Al gk 40 ) 53 A8e 25 () Calill Jia 55 Al saad) aadl) ae 40l 5 jLaY) i
A sire (5 giaay CilS Gl jall (8 jeany G pall Ge IS (A Gl dae S il G sl
S jeae by (4.01) daoall el e aall e ST A suadll Fdad cilS 3 (5%)
dapall Aall oY) aall (e 5T a5 (F=12.15959) dad i€ 3 (104) A sine (s st
L gunall Fdad g 5 o el y U850 da g e Aagill <ilS 0 )1 oo Wl (5.06)
LS ¢(10%) Juia) (s sisa die An ) Al eV aally SV 2al) o (F=2.972029)
odlef Jsaall 8 (e
shiall shalill ¢l 3 jlaal Ala e I JEEY) &5 Loy 3 thad) ddia 3 <o gadl) LSS Y-Y-0
P e @lldg (AIC) ST Jlme alainly zdsall 8 8 < il (p,q4,G4,G3)
CilSs gl 35S (p + 1)% drpall G5 23 saill C¥0les (8) o laia 222) anii &)
e o5 ¢(1, 1, 1, 0) o B (B sl Bl shalall @l 8 ol ) s gl
die G (o ST e Aad of il O 2 ¢(1, 1, 0, 0) 0¥ 2 W (1,0, 1, 0)
Aie ) ) gadl) o3
sl Ay sk A ) sl A8Mad) Cilalaa 5385 die 5 sy ghall sdall B ABMal) pall gili WoY-0
B 5 gad s alall Cpall dusi (e IS 5wl i€ Aalall 4531 sall o) g jl) A oy
LS i) S 2 )Y s yemn s Blad) (o0 IS (8 domia 53 ol yniaS zilill B g g 0 Sl
AV Jlasll 8 Aine

s O (A sie (A LeS) Aulad) A8l 2 5a s ) 2l il (V) a8, Jsaall G
A gia iy (@) all b ABL) Bl ALl Cpall (6 shia g Aaladl D)) sall il dpa
ol (3l ) (8 Adlall Anlpud) Je iy o ypadi Sy 138 5 ¢(190) Jlaial (5 siuue 2ie dpliaa)
Al Y 33y s esSadl BN il o) a1 A sSall SAsl il aaa 2l 3
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alea Ll (0.50) (o il dalaall A (f 5 diald e sSall G saall ) 5 sl dalal
dplan ) 4 ginall cllici g dad gia oo LaS dalles Lgi HLal CulS (31 jall (A e sSal) (BlasY) 6 gad
Ll aa il dalall 453 sall ala) a3l O Sle Jay Lea 128 5 ¢(95%) 48 Aa
8 Al Al of i ) 5 sad Aaleal dpm sall 5 LSV (5 e sSall Sy 8
DA ey Alan ) gy sina (6 ddgia Ll V) Apalai@Y) 5 ) sall aliae Ay A (3 el
(95%) () st 485 da jay Aflian ) 4 giaal) Al Asbaall o Wl ey F 3ebian )

Joshall gadl e Jall Jedll o) 205 () (4) a8 Jsaadl (e W ey ¢ e e Ll
a2 Aglanyl 4y i) @llics (F=5.907822) 4 swnall F dad A e dllaal 5 ) gacay
A sia Ay Ailan ) 4 ginal) lliad ¥ lemen ulS 508l Lgilalaa o) V)L (999%) 48
Ol Gl gise 8 et Al ghaill Lgilaind 8 A0 Aulpad) Coraa 1)yl Laa 138
o dasSall Ll gLl G ) il 3 gad dalaad LAl 3 ,LEY) 505 LS g (0 plal
A8y 5y gall Ll Sy ol joae

L Ll JE e Jelilll 3a s (B) i) Jsaad) e W iy (Y oo Wl
de alall cpall (8 33051 ans (e (31%0) I Jaad An o aladl Cpall Sl glise 2l 35 olas
paail) Jabes o Gum 4 il 4558 G L OIS z3saill o )L (5%) Jial s sie
ad) e La 135 3 gaill Allaay) 4 inall Galiil e Slad ¢(38%) (e S8 OIS aadl)
(10%) ddbas] 4 giney <l ) &) gunall F Ao

M) adl/dy shall aall 23 saill Cilalas s geilis 1(7) Jsanl
ARDL (1,1, 1, 0)

Variables Coefficient S. E. t-Statistic | p-Value
C 97.158 44.69196 | 2.173949 0.0577
b,_, 0.361582 | 0.196038 | 1.844448 0.0982
d, -0.76658** | 0.247260 | -3.100304 0.0127
d,_, 0.496986*** | 0.143305 | 3.468021 0.0071
GV AR, -128.9191** | 51.04204 | -2.525744 0.0325
GVAR,_, 97.99528** | 42.63571 | 2.298432 0.0471
YVAR, 209.3779 |111.4230| 1.879127 0.0929
R?=0.72273
Adj. AIC=6.58225
R2=0.53789 F-Sta.=3.910
S.E. of Pro (F-Sta)
Reg.=5.59779 =0.0333
D-W=2.3953

%1 %5 Jwial (5 stue ie 3 il Cilaleall Lilian ! 4 ginall I %% ok 0 JSj0i5())

S e

Eviews 9 el e slaie VU caaldl slac (e Jsaall 2 jaiadll

¥44



http://www.doi.org/10.25130/tjaes.18.58.1.21

Tikrit Journal of Administrative and Economic Sciences, (30/6/2022); Vol. 18, No. 59, Part (1): 382-405
Doi: www.doi.org/10.25130/tjaes.18.58.1.21

ARDL (1, 0, 1, 0)

Variables Coefficient S.E. t-Statistic p-Value

G -7.45185 9.163233 -0.813234 0.4297

b1 0.5579%4 0362319 1.539919 0.1459

d; 0.06724 0.037078 1.813530 0.0912

GVAR, -16.56683 15.54120 -1.065994 0.3045

GVAR; 4 37.0306 17.48804 2.117482 0.0526

YVAR; -4.51418 25.21505 -0.179028 0.8605
R*=0.67845

Adj. R*=0.5636 S. E. of FA;fa_ti?;OO%zz Prob. (F-Stat)=0.003859
Reg.=1.54095 D-W=1.91284

Eviews 9 et e slaie YU caaldl slac (e Jsaall @ jaiadll
MY /dashall (saall b 23 saill Cilalza i il 1 (0) Jsanll
ARDL (1,1,0,0)

Variables Coefficient S.E. t-Statistic p-Value
C -5.69783 21.48111 -0.265249 0.7962
bi_4 0.196767 0.285828 0.688413 0.5068
dy -0.15976 0.136499 -1.170412 0.2690
d_q 0.315625%* 0.133718 2.360381 0.0399
GVAR, 2221071 56.84834 0.390701 0.7042
YVAR, 11.69105 59.55429 0.196309 0.8483
RZ:O.58158 Ad. DW= 058
R*=0.37237 S.E. $t=)779 AIC= 49938 Pro(F-Sta.) =0.079319
of Reg =2.5547

(5%) d\.«.\;\ d)ﬁ.um e o).ﬂﬁ.a]\ Aalall @L@;‘g\ :\é gix Al s 9", A L_A\ %k M(\)

Eviews 9 gl e alaie YU bl Joe (o J gl jaadll
zisall i e UL Caldl 8 CARDL zised ged (e Aa el 02gd YleSini
(Breusch-Godfrey) Jtual alaaiuly Uadll as 2l Judiddll Ll V) S5 e 34
Pl il ()2 B8 e @ 1wh Gl (LM) &8Y Caclias Gludal Gaaial
el O @l g AISEA) 53 dsa g pae ADIA (e iy A (B) by sl 8 LS diadls
S e st daall adl) e 8 AN Glal) 8 3 saill il Y Cacliaal dudiall
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il pall i 3 o oy 130 (596) 5 (196) A sine (5 siasas 25l dde (5 5l 4y ya Ay
eduiial) 1L Y1 Al 3sa s e e Jinsis [Hy:p = 0] e (i
Juluiall Lalsi 3 (Breusch-Godfrey) bl g : (1) Jsaal)

Country | Lags | LM(1) Value | Probability
Iraq 1 1.194089 0.2745
Egypt 1 0.622265 0.4302
Jordan 1 0.032745 0.8654

* (5%) «(1%) dusie Gsimars (VE1) Aoa dasn S e @l da all dagll
sl e (3.841) 5 (6.635)
Eviews 9 gl e alie YU bl dee (0 1 jraall

Uadll ol dgal i die ;jmall) gdall B ABMal) ACualip ol milid (¢-Y-0
(11) Wsleal) 3 LS ARDL gz sai (385 e 2330 lalll & Ml J=dl) 5, DAl (ECM)
o Aine LS il S (Jyshall o) @l yas e lalaie) Uadl) aa 2 caudial o3 () sy
5L Jaat ECTyg Unil) omaai aa Adlae o LSS (0 oy (5315 ¢(9-8-7) ) Jslaadl
Laa 138 5 (99%) 485 da yy s 5 (3l yall o IS 8 Ailian A1V <l g dad gl o LeS Al
el O doshll aally 405l AB3al) s ga s (Ml Jalsill LS 4Bl 25y Sy
oo sSall Bl 5 gad g alall cpall Apuy Aliaial) Apmgia i) el 5 Aaladl 531 sall uslia)
A ginall clliad Y Aaleal) o328 cuilSh (0 8 8 Ll jean 3l e JS 8 gl 5 sad
ol dain gi LS dsaill AdlaaY) Ay ginall a5 pde (o Slmd oJsiall JSEIL dilanyl

Ldlaial (s st g F 8elaaU dasdidl)
O @2l / il saall 8 Uil srpmaai o3 gad i il (V) Jsaal)

Variable Coefficient S. E. t-Statistic | Prob.
C -0.593337 1.413873 -0.419654 | 0.6873
Ab,_, 0.498107** 0.173339 2.873592 | 0.0239
Ad, -0.530995** 0.183148 -2.899273 | 0.0230
Ad,_, 0.402940*** 0.110249 3.654824 | 0.0081
AGVAR, -63.81730 36.61125 -1.743106 | 0.1248
AGVAR,_; | 113.4884*** 29.89156 3.796669 | 0.0067
AYVAR, 363.3862* 163.5459 2.221921 | 0.0617
ECT,_, -1.501374*** 0.321239 -4.673691 | 0.0023
R?=0.8555 F-St.=5.9216
Adj.R?=0.711 Prob.=0.01587

e (10%) «(5%) ¢«(1%) Jwisl (s siwe dic dplanll 4y ginadl ) * chx crrx u35(Y)

Feipal

Eviews 9 gl e aldie YU Ealll dee o Jgaall: jaaall
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) jeae/ il gaal 8 Uadll ssiai 73 sai e il (A) Jsaall

Variable Coefficient S.E. t-Statistic | Prob.
C 0.140244 0.322402 0.434996 | 0.6713
Ab,_, 1.188949*** 0.342618 3.470191 | 0.0046
Ad, 0.004547 0.058153 0.078196 | 0.9390
AGVAR, -21.62946* 10.57271 -2.045783 | 0.0633
AGVAR,_, |45.08241*** 14.46515 3.116621 | 0.0089
AYVAR, -15.97609 22.11856 -0.722293 | 0.4840
ETC,_, -1.59282*** 0.391735 -4.066079 | 0.0016
R2=0.70262 F-St.=4.7254

Adj.R?=0.5539 Prob.=0.010777
e (10%) «(5%) «(1%) Jwial (s sine die Adilan ¥l 45 giaall ) ok ok 5005(Y)
s
Eviews 9 gl » e aldie Vb Galll dee (o Js2all 1 jaadll
O 5281/ sl saall & Wadll sl 23 ad i il o(4) Jpaal)

Variable Coefficient S. E. t-Statistic | Prob.
C 0.017925 1.301601 0.0113771 | 0.9893
Ab,_, 0.222091 0.423841 0.523996 | 0.6145
Ad, -0.157585 0.115429 -1.365217 | 0.2093
Ad,_, 0.297069* 0.140135 2.119876 | 0.0668
AGVAR, 40.40012 42.21509 0.957007 | 0.3666
AYVAR, 27.72658 310.7563 0.089223 | 0.9311
ETC,_, -1.148529* 0.587358 -1.955417 | 0.0863
R2=0.628998 F-St.=2.26053
Adj.R?=0.35074 Prob.=0.141567

(10%) Jlaia) 2ie ddlany) 4y ginall (5 gisa M * jpli (V)
Eviews 9 gl n e aldie Y Ealll dae (o Jgaall : jaadll
(Cila gl g Claliiiuy) 1

GV 5 ey Bl pad) (e S 8 Al dal i) apgds 48 5 5l) o2 gl sclalifing) V-1
zsad pladiuly Jll Jadll 5y Alla s Jiadall Henning Bohn @es aladiud JOA (e
Gl Sall Alaiul a0 3023 (ARDL Model) Aidabiall dgia 3 il gadll 53 I jlassyl
Gilabedl (g sall Ll ¢ 5 waad e Db dgle Gl &S5 alad AL Leilalin (B
iy LS 5 lalill i) aal o jaiw el g lalill o388 4L
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