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Abstract

The study aims to know the impact of the internal public debt and the
exchange rate on the general budget deficit, as the research variables and
the nature of the relationship between them in the Iraqi economy were
studied during the period (2004-2023). The importance of the study lies in
researching and analyzing the relationship between the internal public debt
and the exchange rate on the general budget deficit. And the economic
dimensions of each of them through reviewing the theoretical and
conceptual framework of the study variables and using the abular data
analysis method, as well as using the quantitative aspect through the ARDL
co-integration methodology. Through it, it was concluded that there is a
significant relationship between the explanatory variables represented by
the internal public debt (IPD), the exchange rate (ER), and the dependent
variable, the public budget deficit (PBD). The nature of the relationship
between the internal public debt and the budget deficit was inverse. While
the nature of the relationship between the exchange rate and the budget
deficit was direct, the most important ecommendations were to exploit
opportunities to achieve a surplus in revenues through the rise in oil prices
by establishing an investment fund to finance the budget when the deficit
occurs and allocate part of it. To pay off the public debt, which provides the
opportunity not to resort to borrowing, whether internal or external
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P.P Test
Variables Level 1%t difference
Interc Int&Tre None Interc Int&Tre None

PED T-statistic -25.2917 -22.4288 -17.3097 -6.1708 -6.5980 -6.0828
Prop 0.0001 0 0 0 0 0

ER T-statistic -2.0643 -1.8550 -0.6162 -6.1490 -6.3353 -6.1815
Prop 0.2596 0.6583 0.4440 0 0 0

IPD T-statistic -0.0932 -2.1701 1.0025 -6.4734 -6.5491 -6.1609
Prop 0.9431 0.4922 0.9257 0 0 0

Eviews10 galin cilajia Ao alaie¥h Galdl dac] (e 1 jaal)

(ARDL) “iagia (38 dalal) A5jlsal) Jae zigasl aiti :la

(%) R72 aosill Jalas da iy 38 Vg OIS j3kal) 35a) o (a8 (3) Uss o
ols (PBD) £l Ll & cias Al @bl e %08 g Aaddiesdl) dliidll clpiid) of (6
b Ailian) Ao Wl padiedl 23sal) 8 Bagnge e Lol lfise il dais culS Ll %46
(Prob) dady JSS # 35al) digins cailS 3 %o ddlaia) (s5iars (6.247418) sai cuilss (F-statistic)
s (Durbin-Watson stat) <ulS Wy culd e z3sal 568 & ey (0.000136) (sl
LS Bl A e z3sal) A ) i b ¢(2.003145)
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Dependent Variable: PBD
Method: ARDL
Sample (adjusted): 2006S1 2023S2
Included observations: 36 after adjustments
Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
IDynamic regressors (4 lags, automatic): IPD ER
Number of models evalulated: 100
Selected Model: ARDL(4, 2, 0)
Variable Coefficient Std. Error t-Statistic Prob.*
PBD(-1) 0.376549 0.150470 2.502495 0.0187
PBD(-2) -0.304420 0.140661 -2.164218 0.0395
PBD(-3) -0.000456 0.017694 -0.025786 0.9796
PBD(-4) -0.033683 0.015842 -2.126214 0.0428
IPD -1.169615 0.296120 -3.949796 0.0005
IPD(-1) 0.223725 0.394396 0.567259 0.5752
IPD(-2) 0.584070 0.318067 1.836311 0.0773
ER 96.18506 32.51245 2.958407 0.0064
C -93895.36 36906.89 -2.544114 0.0170
R-squared 0.649257 Mean dependent var 10043.39
IAdjusted R-squared 0.545333 S.D. dependent var 15857.39
S.E. of regression 10692.48 Akaike info criterion 21.60479
Sum squared resid 3.09E+09 Schwarz criterion 22.00067
Log likelihood -379.8862 Hannan-Quinn criter. 21.74296
[F-statistic 6.247418 Durbin-Watson stat 2.003145
IProb(F-statistic) 0.000136

Eviews10 galin Glajia o alae¥lh Galll dac] oo 1 jhaal)
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Ll Ay dieg T (+) Lall Adgaad) agaaligl (V) Llall Adgaall 3gaall 0d o ST (oF (11.17594)
Ljlg ADke ) clysnal) cp ide JalS5 dsag Ao Ja e (19,2.5%,5%,10%) Losinall (g5inns
cpall dadah (iadys Al dncjdll Jod Ml il il Akl il om JaY) dlish
idial) JalSill s il :(£) Jgan

F-Bounds Test Null Hypoth.esis: .No levels
relationship
Test Statistic Value Signif. 1(0) | I(1)
Asymptotic: n=1000

F-statistic 11.17594 10% 2.63 3.35
K 2 5% 3.1 3.87
2.5% 3.55 4.38

1% 4.13 5

Eviews10 zalin clajie Ao slacWh Ealdl dlas) e 1 jaal)
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aslsall Jae (mliad] ) (g0 Banly sang JlaalPD 8abj (sl (Lol Ayl Gshaia il 15
(PBD) gl Luiidl) & (ER) Cipall jau e il (30 Ao il o€ 5.(0.376109) lsia
D O AU o asdlic %0 (g0 JBIPTOp e (re iy 3y cggine Loyl olb caghall JaY) b
sasly sasg hiey BR) 535 (gl camsal) 5LV) (v Ep0yha ADle dalall Ablsall ey iyl
i) WS 4y edpolaidy) Ayl ae 3Uai 1385 ¢(99.98340) Llsie( PBD) Jaxs 53L5 I 35
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Levels Equation
Case 2: Restricted Constant and No Trend
Variable Coefficient | Std. Error | t-Statistic Prob.
IPD -0.376109 | 0.128903 | -2.917771 0.0070
ER 99.98340 | 35.60037 2.808493 0.0091
C -97603.28 | 40653.45 | -2.400861 0.0235
EC =PB — (-0.3761*IPD + 99.9834*ER -97603.2811 )
ECM Regression
Case 2: Restricted Constant and No Trend
Variable Coefficient | Std. Error | t-Statistic Prob.
D(PB(-1)) 0.338560 0.121899 2.777385 0.0098
D(PB(-2)) 0.034139 0.012755 2.676454 0.0125
D(PB(-3)) 0.033683 0.012796 2.632354 0.0139
D(IPD) -1.169615 | 0.270310 | -4.326943 | 0.0002
D(PD(-1)) -0.584070 | 0.278745 | -2.095353 | 0.0457
CointEq(-1)* -0.962010 | 0.136499 | -7.047755 | 0.0000

EVIEWS10 cladase Ao alacYh &alll dlac) (e 1 jdaal)
ARDL diagia iy (ECM) Wil aas g dgai— :lasl
%0 (ggina vie dillus digine 25(-0.962010) dad ) ((1-) CointEq) moaaill dalen i
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(+,+0) Liginadl (sgie (ga ST 205 ¢(0.9549) a3 iy prob Chi-square. (V) dad (sS]
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Gkl Qailad aae AlSiia g I LN BLES) 1(7) Jgan

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.002312 Prob. F(1,26) 0.9620
Obs*R-squared 0.003201 Prob. Chi-Square(1) 0.9549
Heteroskedasticity Test: ARCH

F-statistic 1.602049 Prob. F(1,33) 0.2145
Obs*R-squared 1.620474 Prob. Chi-Square(1) 0.2030

EVIEWSI10 clsdase Ao alaacWh dalll slac) (e 1 jdaall
Jarque-) lial Pla e (V)< 8 miage LS ¢ oanlall aigill o Aol o e @il 235
%00 Aigindll (gisa (o ST Gas(+,VETEYO) Liginn Ao oy (+,0VTAY) Jaws s3I (Berra
Gl Gadyig b i dejsa sl of (Ao pats 2 ) (sl Jis Cages Wild Nl
Lk g dejon e sl o Gle (at (531 aaad

(Bloall aal il JLIS) £(1) S

Series: Residuals
6 - Sample 2006S1 2023S2
Observations 36
5
Mean -1.29e-12
4 — Median 144.4345
Maximum 23082.67
34 Minimum -17150.73
Std. Dev. 9391.316
21 Skewness  0.233245
, Kurtosis 2.591360
0 ﬂ Jarque-Bera  0.576899
15000 -10000 -5000 O 5000 10000 15000 20000 25000 | Probability  0.749425

EVIEWS10 @layie Je alaeVL Aalll dlac] (e 1yl
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Years ER IPD PBD

200451 1460 6061 865248
200452 1460 6061 865248
200551 1474 6593 14127
200552 1474 6593 14127
200651 1391 5645 10248
2006S2 1391 5645 10248
200751 1217 5193 15568
200752 1217 5193 15568
200851 1172 4455 20848
200852 1172 4455 20848
200951 1170 8434 2642

200952 1170 8434 2642

201081 1170 9180 5169

201082 1170 9180 5169

201181 1170 7446 30359
2011S2 1170 7446 30359
201281 1166 6547 29091
201282 1166 6547 29091
201351 1166 4255 6894

2013S2 1166 4255 6894

201481 1166 9520 21830
201482 1166 9520 21830
201581 1182 32142 -3927
201582 1182 32142 -3927
201681 1182 47362 -12658
2016S2 1182 47362 -12658
201781 1184 47678 1845

201752 1184 47678 1845

201851 1182 41822 25696
201852 1182 41822 25696
201981 1182 38331 -4156
201982 1182 38331 -4156
202081 1304 64246 -12882
202082 1304 64246 -12882
202181 1450 69912 6231

202182 1450 69912 6231
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Years ER IPD PBD
202281 1450 69495 44737
202282 1450 69495 44737
202381 1300 70557 -6754
2023S2 1300 70557 -6754

Source: The table was created by the researcher based on: Central Bank of Iraq, General
Directorate of Statistics for Research, Annual Statistical Bulletins (2004-2023)
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