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Abstract:

The study aimed to shed light on the role played by monetary and fiscal
policies in achieving economic stability in Iraq, while showing the points of
convergence and divergence between them, then measuring and analyzing the
impact of each of the monetary policy tools represented by (the rediscount rate,
the legal reserve ratio, and open market operations), and the fiscal policy tools
represented by (tax revenues, public spending, and public debt) on the economic
stability indicators represented by (the inflation rate, the unemployment rate,
and economic growth (GDP))

Annual data for the period(1990-2022) (were relied upon .Based on data from
the Central Bank, Department of Statistics and Research , and the Ministry of
Planning and Development Cooperation, the Employment and Unemployment
Survey In Iraq ,the Ministry of Finance, Public Debt Department, External Debt
Division ,found that all study variables are stable at the first difference I( 1) ,
thus meeting the condition for estimating nonlinear distributed autoregressive
lag (NARDL) models .A set of tests were conducted, such as the VAR test, to
determine the optimal lag period and test the joint integration between the
model variables . The study reached several conclusions, the most important of
which is the existence of long-term joint integration relationships between
monetary and fiscal policy tools and economic stability indicators in Iraq , as
monetary policy tools play a major role in achieving economic stability in Iraq
in the long term, through their effects on inflation first, GDP second, and
unemployment third. In the short term, these tools work to achieve economic
stability through their effects on GDP first, then inflation second, and
unemployment third. Fiscal policy instruments also play a significant role in
achieving economic stability in Iraq, with their greatest impact on GDP,
followed by inflation, and finally unemployment in both the long and short
term .There is an asymmetry in the impact of increases and decreases in
monetary and fiscal policy instruments on economic stability indicators in Iraq,
both in the long and short term .Increases in open market operations are the only
monetary policy instrument that influences the prediction of economic stability.
Therefore, any shock to this instrument will significantly impact inflation,
unemployment, and GDP in the long term .Increases in public debt are the only
fiscal policy instrument that influences the prediction of economic stability in
Iraq. Therefore, any shock to public debt will significantly impact both inflation
and GDP in the long term, while increases in public expenditures have the
greatest impact on the prediction of unemployment in the long term.
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ABSTRACT

The study aimed to shed light on the role played by monetary and fiscal
policies in achieving economic stability in Iraq, while showing the points of
convergence and divergence between them, then measuring and analyzing the
impact of each of the monetary policy tools represented by (the rediscount rate,
the legal reserve ratio, and open market operations), and the fiscal policy tools
represented by (tax revenues, public spending, and public debt) on the economic
stability indicators represented by (the inflation rate, the unemployment rate, and
economic growth (GDP))

Annual data for the period(1990-2022) (were relied upon .Based on data from
the Central Bank, Department of Statistics and Research , and the Ministry of
Planning and Development Cooperation, the Employment and Unemployment
Survey In Iraq ,the Ministry of Finance, Public Debt Department, External Debt
Division ,found that all study variables are stable at the first difference I( 1) ,thus
meeting the condition for estimating nonlinear distributed autoregressive lag
(NARDL) models .A set of tests were conducted, such as the VAR test, to
determine the optimal lag period and test the joint integration between the model
variables . The study reached several conclusions, the most important of which is
the existence of long-term joint integration relationships between monetary and
fiscal policy tools and economic stability indicators in Iraq , as monetary policy
tools play a major role in achieving economic stability in Iraq in the long term,
through their effects on inflation first, GDP second, and unemployment third. In
the short term, these tools work to achieve economic stability through their effects
on GDP first, then inflation second, and unemployment third. Fiscal policy
instruments also play a significant role in achieving economic stability in Iraq,
with their greatest impact on GDP, followed by inflation, and finally
unemployment in both the long and short term .There is an asymmetry in the
impact of increases and decreases in monetary and fiscal policy instruments on
economic stability indicators in Iraq, both in the long and short term .Increases in
open market operations are the only monetary policy instrument that influences
the prediction of economic stability. Therefore, any shock to this instrument will
significantly impact inflation, unemployment, and GDP in the long term .
Increases in public debt are the only fiscal policy instrument that influences the
prediction of economic stability in Iraq. Therefore, any shock to public debt will
significantly impact both inflation and GDP in the long term, while increases in
public expenditures have the greatest impact on the prediction of unemployment
in the long term.
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