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Abstract

The aim of this research is to measure the impact of financial policy effeciency on GDP
in Iraq over the period (2004-2024), in light of the economic and political changes that
Irag witnessed after 2003, which directly impacted public finance performance,
particularly in terms of public spending and public revenues. The research employes a
quantitative approach by analyzing annual time series using standard models (OLS)
model to measure the relationship between financial policy instruments (public
spending, public revenues, fiscal deficit or surplus) and real GDP.

The results reveal a long-term relationship between financial policy variables and GDP.
Public spending, particularly investment spending, has a positive and significant impact
on GDP, while heavy reliance on oil revenues has contributed to making financial policy
less effective during periods of oil price fluctuations. The research also demonstrates
weak diversification of public revenues, reflecting the vulnerability of financial policy
to external shocks. The researcher recommends the adoption of structural reforms in
financial policy aimed at improving the efficiency of public spending and diversifying
sources of revenue, thus contributing to achieving sustainable economic growth and
reducing dependence on the oil sector.
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Date: 12/09/25 Time: 22:21

Sample (adjusted): 2005 2024

Included observations: 19 after adjustments

Trend assumption: Linear deterministic trend

Series: GDP :EXP: GT

Lags interval (in first differences): 1to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized 0.05 Trace

No. of CE(s) Critical Value Statistic | Eigenvalue | Prob.**
None * 49.8513 120.171 | 0.99655 0.0000
At most 1 * 31.797 40.772 0.7318 0.0035
At most 2 * 17.491 22.363 0.6131 0.0084

Trace test indicates 3 cointegrating eqn(s) at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level

**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized 0.05 Max-Eigen

No. of CE(s) Critical Statistic Eigenvalue | Prob.**
Value

None * 29.584 81.409 0.9967 0.000

At most 1 23.132 20.409 0.7318 0.114

At most 2 16.260 15.295 0.6131 0.076

Max-eigenvalue test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
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Heteroskedasticity Test: White

F-statistic 5.817 Prob. F(20,1) 0.015
Obs*R-squared 16.004 Prob. Chi-Square(20) 0.001
Scaled explained SS 38.274 Prob. Chi-Square(20) 0.047
Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 6.834 Prob. F(5,16) 0.002
Obs*R-squared 5.031 Prob. Chi-Square(5) 0.035
Scaled explained SS 58.835 Prob. Chi-Square(5) 0.016

EVIWS12 bl e Saie Yo i 313] G Jsaall; Saadl

el puaiall 8 daaaia 6l ol puatiall 45 pud Lo dans 08 5 (0.85) sais (R? )iad &y -

(F)cre 05 (0.15) Aty 555 3 5ol Lghanialy ol (Al (5 201 i) o o (8

Jsill dihie & (2.0) AW 5 (D.W) A el ke 5 ) gacay Allall 4 gina L3l 4y guunall
LA Lol V) Al el ol g

(Bl LY Baa 581 (5) 508

VAR Lag Order Selection Criteria
Endogenous variables: GDP EXP GT
Exogenous variables: C

Date: 09/09/25 Time: 16:30

Sample: 2004 2024

Included observations: 19

Lag sC AIC FPE LR LogL HQ

0 59.518* | 57.874* | 4.192* | 30.820* | -369.12 57.722%
1 62.676 | 61.763 | 8.932 43.957 | -412.34 61.679

2 64.544 | 64.362 | 1.05e+2 | NA -446.53 64.345

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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Dependent Variable: d (G Pro (-1))

Method: OLS

Date: 010/09/25 Time: 18:21

Sample: 2004 2024

Included observations: 19

Variable Coefficient Std. Error | t-Statistic Prob.

D( GDP (-1)) 0.751965 0.129219 8.605292 0.0000
D(EXP (-1)) 0.637381 0.284238 5.760596 0.0002
D(GT (-1)) 0.620246 0.241002 2.578205 0.0317

C 156.1112 134.9186 1.157078 0.2806
R-squared 0.859796 Mean dependent var | 6894.125
Adjusted R-squared | 0.954694 S.D. dependent var 3337.850
S.E. of regression 710.4676 Akaike info criterion | 16.24972
Sum squared resid 5047642. Schwarz criterion 16.53944
Log likelihood -123.9978 Hannan-Quinn criter. | 16.26456
F-statistic 32.21654 Durbin-Watson stat 2.001556
Prob(F-statistic) 0.000000
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Variance Decomposition of GDP:
Period S.E. GDP EXP GT
1 999.6235 100.0000 0.000000 0.000000
2 1243.367 55.18645 2.633860 21.17969
3 4361.277 4.305429 80.76202 2.932546
4 9122.686 3.641604 90.09445 10.26949
5 25506.26 1.522262 65.98002 1.497715
6 48689.79 0.012053 70.07512 4912828
7 127556.9 0.712530 51.40640 14.88072
8 274410.8 0.143801 47.10889 50.74304
9 710553.3 0.213889 21.26754 54.51567
10 1586922. 0.302784 88.68227 55.01941
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