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Abstract

The study aims to measure the impact of transfer expenditures on the
budget deficit — a study of selected countries with reference to Iraq — as
well as the causal relationship between these variables. To achieve the
study's objective, a descriptive approach was adopted for the theoretical
aspect, an analytical approach to determine the direction of the variables,
and a quantitative approach for the econometric analysis.

Transfer expenditures focus on promoting economic and social equity by
reducing poverty and increasing national consumption. However, they may
lead to a budget deficit if not sustainably financed. When managed
efficiently within balanced fiscal policies, they can become an effective
tool for supporting growth and reducing the deficit. During crises such as
in 2008 and 2020, most countries increased these expenditures while
attempting to rationalize them.

Countries like Canada maintained stability, while Sweden and Australia
reduced them to achieve sustainability. In Arab countries, expenditures
increased in Jordan, Lebanon, and Tunisia amid declining revenues, which
led to a widening budget deficit. In contrast, revenues improved in Egypt
and Morocco alongside a reduction in transfer payments. In Iraq, transfer
expenditures increased after 2003 due to rising unemployment and the need
for support.

The results of the cointegration tests showed a stable long-term equilibrium
relationship between the variables, justifying the use of the ARDL model
to analyze this relationship. The model estimation showed that transfer
payments, inflation, and money supply have a positive impact on the
budget deficit in the long run, while the real exchange rate and the
corruption control index have a negative impact.

In the short run, the variables were not statistically significant except for
the error correction term, which reflects the speed of adjustment toward
equilibrium. Additionally, the causality test revealed a causal relationship
between transfer expenditures and the budget deficit, confirming the
study’s hypothesis regarding the impact of these expenditures on the
deficit.

Based on these results, the study proposes enhancing the efficiency of
public financial management by targeting expenditures and support toward
eligible groups using digital tools and precise analytics to reduce waste and
increase the positive impact without placing additional burdens on the

budget. It also calls for diversifying revenue sources and reducing reliance
a



on taxes by investing in new sectors, improving revenue collection
mechanisms, and rationalizing spending. The study suggests creating a
joint Arab platform for exchanging expertise and emphasizes the need to
redirect fiscal policies in Iraq to achieve a balance between development
and revenue efficiency, while improving the management of transfer
expenditures through strict oversight and anti-corruption measures.

Keywords: Transfer Expenditures, Budget Deficit, Inflation, Real
Exchange Rate.
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The study aims to measure the impact of transfer expenditures on the budget deficit —
TranSfe? a study of selected countries with reference to Iraq — as well as the causal relationship
Expenditures, between these variables. To achieve the study's objective, a descriptive approach was
Budget Deficit, adopted for the theoretical aspect, an analytical approach to determine the direction of

Inflation. Real the variables, and a quantitative approach for the econometric analysis.
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Exchange Rate. Transfer expenditures focus on promoting economic and social equity by reducing
poverty and increasing national consumption. However, they may lead to a budget
deficit if not sustainably financed. When managed efficiently within balanced fiscal
policies, they can become an effective tool for supporting growth and reducing the
deficit. During crises such as in 2008 and 2020, most countries increased these
expenditures while attempting to rationalize them.

Countries like Canada maintained stability, while Sweden and Australia reduced them
to achieve sustainability. In Arab countries, expenditures increased in Jordan, Lebanon,
and Tunisia amid declining revenues, which led to a widening budget deficit. In
contrast, revenues improved in Egypt and Morocco alongside a reduction in transfer
payments. In Iraq, transfer expenditures increased after 2003 due to rising
unemployment and the need for support.

The results of the cointegration tests showed a stable long-term equilibrium
relationship between the variables, justifying the use of the ARDL model to analyze
this relationship. The model estimation showed that transfer payments, inflation, and
money supply have a positive impact on the budget deficit in the long run, while the
real exchange rate and the corruption control index have a negative impact.

In the short run, the variables were not statistically significant except for the error
correction term, which reflects the speed of adjustment toward equilibrium.
Additionally, the causality test revealed a causal relationship between transfer
expenditures and the budget deficit, confirming the study’s hypothesis regarding the
impact of these expenditures on the deficit.

Based on these results, the study proposes enhancing the efficiency of public financial
management by targeting expenditures and support toward eligible groups using digital
tools and precise analytics to reduce waste and increase the positive impact without
placing additional burdens on the budget. It also calls for diversifying revenue sources
and reducing reliance on taxes by investing in new sectors, improving revenue
collection mechanisms, and rationalizing spending. The study suggests creating a joint
Arab platform for exchanging expertise and emphasizes the need to redirect fiscal
policies in Iraq to achieve a balance between development and revenue efficiency,
while improving the management of transfer expenditures through strict oversight and
anti-corruption measures.
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