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Abstract
Research Idea: The research measures and analyzes the impact
of public debt financing risks on the budget deficit in Iraq during
the period 1990-2024, within the context of a fragile, oil-
dependent rentier economy and volatile macroeconomic and
financial conditions. Its core premise is to clarify how public
debt, when directed toward financing current rather than
investment expenditure, may evolve into a factor that threatens
fiscal sustainability and deepens budgetary imbalances instead
of supporting long-term growth and development.
Objectives: The research seeks to quantify the effect of public
debt financing risks on the deficit and to examine their
relationship with gross domestic product, inflation, monetary
issuance, and government expenditure, within a theoretical
framework that defines the concept of the deficit, its types, and
its financing sources.
Methodes: The research adopts a dual methodology combining
descriptive analysis to trace the evolution of debt and the deficit
across distinct historical phases, and econometric analysis
employing dynamic panel models (PMG, MG, DFE) along with
Levin—Lin—Chu and Pedroni cointegration tests.
Results
Results: reveal a long-run relationship between debt and the
deficit, showing that public debt, monetary issuance, and
government spending intensify the deficit, while real growth and
nominal inflation only appear to alleviate it superficially.
Conclusion: The study concludes that reducing debt-related
risks requires diversifying the productive base, strengthening
debt and public finance management, and avoiding inflationary
deficit financing.
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Optimal Lag Lag4 Lag3 | Lag?2 Lag 1 Criterion
-2.832 -2.754 -2.543 -2.345 Akaike Information Criterion (AIC)
-2.612 -2.541 -2.301 -2.112 Schwarz Criterion (SC)
-2.775 -2.693 -2.462 -2.298 Hannan-Quinn Criterion (HQ)
0.0006 | 0.0008 | 0.0010 0.0012 Final Prediction Error (FPE)
18.03 16.78 14.32 12.45 Likelihood Ratio (LR)
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Long-run coefficients

Prob. Z-Statistic Std. Error Coefficient Variables
0.000 8.21 0.042 0.345 GDP
0.000 7.65 0.055 0.421 GEXP
0.000 -7.50 0.028 -0.210 INF
0.000 6.15 0.061 0.375 PB
0.000 12.36 0.039 0.482 DEBT
Short-run coefficients
Prob. Z-Statistic Std. Error Coefficient Variables
0.001 3.44 0.032 0.110 AGDP
0.000 5.50 0.040 0.220 AGEXP
0.000 -4.44 0.018 -0.080 AINF
0.003 3.00 0.050 0.150 APB
0.000 4.00 0.030 0.120 ADEBT
Error Correction
0.000 -6.80 0.100 -0.680 Term (ECT)
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Coall daxd ecae San La g v EAY i Jaad) B3l () 605 ) Aty 430l () 3 c8igall
G claaa JB calS gy 4503 olat¥) 3 il Ciels 38 il o) e Wil e
daadlil alomll (535 s ¢ Saad) B35 (B (asSall LYYy M) el 8l g Ul aa by
sl Al JB dayn S0 ¢ aall (B (pfige (Ol plall Gaally (A9 sl o LS il IS
O (Sl depu e syl <A AW (ECT) Wl s Joles A (2S5 . aghal)
Aoy dsay e Ju Lo sag (Allal) 5l L lgasaas o A& 85l YR e A Jss
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pooled mid-group estimator 4dassall dsganal) g ya8a : Wil
daatall deganall Jaoy ol aladinly Sealioall L dgad 1A Jgaal
Long-run coefficients

Prob. Z-Statistic Std. Error Coefficient Variables
0.000 7.11 0.045 0.320 GDP
0.000 7.80 0.050 0.390 GEXP
0.000 -7.20 0.025 -0.180 INF
0.000 6.08 0.060 0.365 PB
0.000 11.97 0.038 0.455 DEBT
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Short-run coefficients

Prob. | Z-Statistic Std. Error Coefficient Variables
0.001 3.23 0.031 0.100 AGDP
0.000 5.51 0.039 0.215 AGEXP
0.000 -4.41 0.017 -0.075 AINF
0.003 2.92 0.048 0.140 APB
0.000 4.11 0.028 0.115 ADEBT
Error Correction Term
0.000 -6.63 0.098 -0.650 (ECT)

Stata 14.2 lasy) malid) clajpa o slaie¥l Gald) dse) gz vaall
A)lsall Jae s Aliisdl) cilysial) (p Ja¥) Alsh ADle 2535 ) PMG st il i
Dss aali Ll iy Laa o) Aigine (ggine die ddle dblias) ANa Lol Chyiall auen(BD).
Alsall jae @bl o b Lla
zigaill Auoalial) ABY ) S lada : BEIG
(Dynamic Fixed Effects - DFE)dSualiall 450 )30 7 39a8 14 Jgaal)
Long-run coefficients

Prob. | T-Statistic Std. Error Coefficient Variables
0.000 5.00 0.050 0.250 GDP
0.000 7.00 0.060 0.420 GEXP
0.000 -4.33 0.030 -0.130 INF
0.000 6.03 0.058 0.350 PB
0.000 11.19 0.042 0.470 DEBT

Short-run coefficients
Prob. T-Statistic | Std. Error | Coefficient Variables
0.002 3.10 0.029 0.090 AGDP
0.000 5.50 0.040 0.220 AGEXP
0.000 -4.21 0.019 -0.080 AINF
0.007 2.70 0.050 0.135 APB
0.000 4.00 0.030 0.120 ADEBT
Error Correction Term
0.000 -6.42 0.095 -0.610 (ECT)

Stata 14.2 ilas¥) malid) clajia o slaieYl Gald) dae) a2 jhaall
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O Cun @lsall Daas Gilad Loy laay) sl gl of ial) cuell :dashll gaal oYyl
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Hausmann's glewga Laal laiwd) Guh oo @l agin Alalial) 2 Cogu dailall 3l g
SIS elyy test
AN @ padil) pn dldaldal) Y 0 Jgaal)

.. Degrees of |Chi-Square Model
DOk LRV Freedom Statistic | Comparison
paall Az b J5d (PMG U a) 0.227 4 4.35 MG vs. PMG
paall Az b J5d (PMG U a) 0.184 4 6.21 DFE vs. PMG

Stata 142 ilasy¥) malipl clajda o slaie¥h dald) 0 Ga :jsaal)
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