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Abstract:

The fiscal policy is considered one of the most emerged economic
policies that used for creating public revenues from its
conventional and unconventional resources from one hand, and as
an instrument of public expenditure that lead to achieve the
economic stability from other hand. After 2003, Iraq has followed
inactive fiscal policies due to a full reliance on the oil revenues in
financing the federal budgets. However, these budgets faces clear



distortions through its poor organization for all its articles, which
does not linked to the actual need for developing the economic
sectors that create income and growth. In addition to using
expanded fiscal policies that are not consistent with the monetary
policies of the Iragi central bank.

Therefore, the fiscal policies in Iraq ought to be reconsidered via
setting future studies for reconstructing the federal budget articles
to insure achieving the social fairness and raise of level of
economic growth. Hence, in order to illustrate the relationship
between the fiscal policy - represented by public expenditure and
economic growth — the study has used a time series spanned from
1990 to 2017, and the sample is examined by cointegration test
and Granger causality approach. However, the result proved the
presence of a unidirectional relationship from GDP to the public
expenditure. This result was expected because of the high
contribution of the oil sector to the GDP which amounted by 61.5%
in 2017. This confirms that the oil sector contributes in raising level
of economic growth and then its returns in foreign currencies
support the federal public budget.
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Dependent Variable: GDP
Method: Least Squares
Date: 03/02/19 Time: 21:00
Sample: 1990 2017
Included observations: 28

Variable Coefficient Std. Error t-Statistic Prob.
C A7921.07 6421118 5.905680 0.0000
EXPEM 1.731380 0.130789 1323798 0.0000
R-squared 0870804 WMean dependentvar 91021.32
Adjusted R-squared 0865835 S.D. dependentvar 7243524
S.E. of regression 26832.01 Akaike info criterion 2327884
Sum squared resid 1.83E+10 Schwarz criterion 23.37400
Log likelihood -323.9038 Hannan-Cluinn criter. 2330793
F-statistic 175.2441 Durbin-WWatson stat 1.128617
Prob(F-statistic) 0.000000

(1)pd, @alally Eviews- 9.1 gelin Ao saie¥h Glaldl Jae (e Jgaal) 1 juaal)

rhaagll jda Lol -2

Aaa¥) Aaal) gilil)

Aad ‘&.m}AS\ )lj_q -‘;Sga sl e\qii.ul.,u A._.“JLA,;‘!\ ‘é_l;‘d\ c_a\_aﬂ 4.:\.;«)3\ auld) B EEQ RS
Lowinall dall (Y 3 e e (Level) o siwal die dyia 3l Ald) of ) ilial) cay,
4 sina 5 sime e (Aaall O 5iSlae ad) 4 saall dailll (e JB) (T ) (tau)sboas
(5)J 52l DA (go e LS 5¢(10%:5%¢1%)

(5)ds
(EALAAY\ ‘!JA.AM C:’L\ﬂ BJ;J“ J..J.A J\f.\;\
Null Hypothesis: GDP has a unit root

Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=6)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -0.408677 0.8941
Test critical values: 1% level -3.699871

5% level -2.976263

10% level -2.627420

*MacKinnon (1996) one-sided p-values.

(1) G@aldls Eviews- 9.1 gt n e alaie Vb Jhalll dee (10 Jsaall 1 jaadll

LS ¢ (AGDP) Ledde saa gl jaa jlaal of yal s die 31 Al J W) (3 ,al) 240 sy g
JsY) G al sy i Jlea¥) ol pilall 4 3l AL o ) el sl < Ll
Linall dadl) o) i Jaa) ol Gl Jg¥) (5 a0 dabaal 4 ginall Ll o G
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Null Hypothesis: D(GDP) has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=6)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -3.709072 0.0101
Test critical values: 1% level -3.711457

5% level -2.981038

10% level -2.629906

*MacKinnon (1996) one-sided p-values.

(1)ed, 3okl s Eviews- 9.1 gt e sl WL lalll dee (e Jsaall 1 jradll
‘;A‘QSA.“ d\.ﬁ‘f\ -

Caigy 288 (s gall 5108 - o0 JLEA) aladiuly e oSl (5Lasdl A 3 Al lia) e
Al Aadll (Y 5 e e (Level) s sivwall 2o die I AL of () il
4 sina 5 sl i (Aaall ()5Sl aaf) A saad) Al G 81 (T) ) (tau)sboaas

(7)Js3al YA (1 sae LS 5¢(10%:45%¢1%)

(7)ds>
GA}SAM G sas 5l A Hladl
Null Hypothesis: EXPEN has a unit root

Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=6)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -1.229252 0.6466
Test critical values: 1% level -3.699871

5% level -2.976263

10% level -2.627420

*MacKinnon (1996) one-sided p-values.

(1)eds Galdls Eviews- 9.1 gl e alaie YU glhalll dee (e Jgaall 1 jradl)
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Null Hypothesis: D(EXPEN) has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=6)

t-Statistic Prob.*

Augmented Dickey-Fuller test statistic -6.042208 0.0000
Test critical values: 1% level -3.711457

5% level -2.981038

10% level -2.629906

*MacKinnon (1996) one-sided p-values.
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Date: 03/03/19 Time: 21:24

Sample (adjusted): 1992 2017

Included observations: 26 after adjustments
Trend assumption: Linear deterministic trend
Series: GDP EXPEN

Lags interval (in first differences): 1to 1

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None 0.249176 8.114403 15.49471 0.4533
At most 1 0.025186 0.663216 3.841466 0.4154

Trace testindicates no cointegration at the 0.05 level
* denotes rejection of the hypothesis atthe 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None 0.249176 7.451187 14.26460 0.4372
At most1 0.025186 0.663216 3.841466 0.4154

Max-eigenvalue test indicates no cointegration atthe 0.05 level
* denotes rejection of the hypothesis atthe 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values

(1), Gkl s Eviews- 9.1 zabi s le alie WU (lialll dae (a Jsaall :jreadll
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Pairwise Granger Causality Tests
Date: 03/03/19 Time: 21:31
Sample: 1990 2017

Lags: 2

Null Hypothesis: Obs F-Statistic Prob.
D(EXPEN) does not Granger Cause D(GDP) 25 1.87469 0.1794
D(GDP) does not Granger Cause D(EXPEN) 416754 0.0307

(1)ad, Galall s Eviews- 9.1 mebin e daie Y (sl Jee o Jsaall 2 jradll
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