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Abstract

This study investigates the entrenched link between fiscal deficit and unemployment in Iraq

through a pioneering field-based approach, utilizing validated surveys administered to 235
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expert economists and department heads across key ministries. Unlike prior studies reliant on
delayed or incomplete official statistics, this research captures the lived perceptions of those
directly shaping economic policy, revealing a powerful, statistically significant positive
correlation (r = 0.627, p < 0.001) between perceived fiscal imbalance and rising unemployment.
Findings confirm that 89% of respondents attribute unemployment primarily to unsustainable
current expenditures especially public sector wages and subsidies rather than underinvestment,
exposing a deliberate political strategy prioritizing social stability over productive development.
Furthermore, 85% identify systemic institutional fragmentation between finance and labor
authorities as the core barrier to effective policy, where budgetary decisions are made in
isolation from employment impacts. The average perception scores (73.37 for fiscal deficit;
83.37 for unemployment on composite scales) reflect not merely economic indicators but a
profound societal crisis: Iraq’s rentier state has transformed public employment into a tool of
political patronage, converting oil revenues into temporary social pacification rather than
sustainable human capital. This misalignment has created a self-reinforcing cycle fiscal deficits
fuel joblessness, which in turn demands more unproductive spending trapping the economy in
stagnation. The study concludes that Iraq’s dual crises are symptoms of a deeper governance
failure, demanding a paradigm shift from expenditure management to outcome-driven
budgeting, where every dinar spent must be accountable for job creation. It calls for
institutional reform, transparency, and the integration of employment impact assessments into

the national budgetary process.

Key Keywords: Fiscal Deficit, Unemployment, Rentier Economy, Fiscal Policy, Institutional

Governance
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