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Abstract

This study aims to analyze the impact of expansionary fiscal policy as a
governmental tool to stimulate the economy. This policy is used during
periods of recession, slowdown, crises, natural disasters, and epidemics. It
focuses on increasing aggregate demand through government spending and
reducing direct taxes. It also includes providing social and economic
incentives and grants to boost economic activity and stimulate growth. The
study adopted a sample of emerging market countries, with Iraq as a special
case. The study addressed two main aspects, the first theoretical, which deals
with the intellectual foundations, and the second practical and applied. A
group of countries across five continents that apply the flexible exchange
rate system was selected. It was assumed that Iraq applies the flexible
exchange rate system for analysis and theoretical comparison purposes.
Cross-sectional time data for the period 2008-2024 were used for emerging
market countries in the study. As for Iraq, as a special case, the analysis
covered the period from 2004 to 2024. The study relied on independent
variables: infrastructure spending, health spending, tax cuts, and financial
incentives. It also included domestic public debt and grants directed to small
and large companies to support productive activities. The dependent
variables included the rate of change in the local exchange rate and the
annual inflation rate. The data was based on the World Bank, with the use of
Excel and EViews for quantitative statistical analysis. The results of
emerging markets showed direct and inverse relationships between fiscal
variables. In Iraq, it was found that spending on productive sectors enhances
currency stability and inflation. However, the accumulated domestic debt
had negative results on the currency value and inflation. The study concluded
that the effectiveness of fiscal policy is contingent on the efficiency of
directing productive expenditures. It recommended establishing independent

funds, reforming the tax system, and controlling public debt for investment.
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public spending This study aims to analyze the impact of expansionary fiscal policy as a governmental
expansionary fiscal policy | tool to stimulate the economy. This policy is used during periods of recession,
exchange rate slowdown, crises, natural disasters, and epidemics. It focuses on increasing aggregate
inflation rate demand through government spending and reducing direct taxes. It also includes

providing social and economic incentives and grants to boost economic activity and
stimulate growth. The study adopted a sample of emerging market countries, with Iraq
as a special case. The study addressed two main aspects, the first theoretical, which
deals with the intellectual foundations, and the second practical and applied. A group
of countries across five continents that apply the flexible exchange rate system was
selected. It was assumed that Iraq applies the flexible exchange rate system for analysis
and theoretical comparison purposes. Cross-sectional time data for the period 2008-
2024 were used for emerging market countries in the study. As for Iraq, as a special
case, the analysis covered the period from 2004 to 2024. The study relied on
independent variables: infrastructure spending, health spending, tax cuts, and financial
incentives. It also included domestic public debt and grants directed to small and large
companies to support productive activities. The dependent variables included the rate
of change in the local exchange rate and the annual inflation rate. The data was based
on the World Bank, with the use of Excel and EViews for quantitative statistical
analysis. The results of emerging markets showed direct and inverse relationships
between fiscal variables. In Iraq, it was found that spending on productive sectors
enhances currency stability and inflation. However, the accumulated domestic debt had
negative results on the currency value and inflation. The study concluded that the
effectiveness of fiscal policy is contingent on the efficiency of directing productive
expenditures. It recommended establishing independent funds, reforming the tax
system, and controlling public debt for investment.
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