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Effectiveness of Monetary Policy in Oil-Dependent Economies: A
Systematic Review of Economic Literature with Special Reference to Iraq
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Dr : Bidaa Razzaq Hussein-College of Economic and Administration, University of Basra

Abstract:

One of the most important macroeconomic policy tools of central banks that helps achieve
monetary stability and ensure sustainable economic development is monetary policy. In
economies that rely heavily on oil, monetary policy has not been effective due to the various
challenges experienced by these oil dependent economies. The purpose of this study is to provide
a systematic review of the economic literature on the effectiveness of the monetary policy in oil
based economies, and on Iraq as an applied case

The research relies on an analysis of diverse theoretical studies and empirical studies published
in scholarly academic journals as well as reports published by the International Monetary Fund, the
World Bank and other international monetary authorities. The findings are useful for improving
how monetary policy works in an oil-dependent economy. Moreover, they are helpful to take
preventive actions against hypothesized economic shocks. Effectiveness of monetary policy in an
oil-dependent economy depends on several factors. the exchange rate regime. central bank
independence. development of the financial system. quality of diversification of the economy
According to the results, structural problems are evident in the Iragi economy, whose dependence
on oil revenues affects the effectiveness of monetary policy due to the low economic
diversification. Empowering central banks and improving economic diversification are among the
most important improvements in the effectiveness of monetary policy in oil dependent economies,
says Study.

Keywords: Monetary policy, oil economies, exchange rate, macroeconomic stability, Iraq,
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