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Years pdGDP MS NI OIRE
2004 296.8 0.613 36.11 17.5
2005 157.9 1.12 38.52 23.2
2006 119.4 1.24 50.08 29.7
2007 102.2 1.99 66.91 37.8
2008 62.6 3.12 100.64 61.9
2009 68.2 3.24 120.47 39

2010 47.6 3.75 136.15 51.5
2011 39.4 4.28 152.54 79.4
2012 29.1 4.14 201.09 93.8
2013 26.7 7.78 233.72 90.1
2014 28.7 6.92 232.11 84.9
2015 51 9.6 206.2 50.9
2016 59.6 5.97 195.55 41

2017 56.1 7.42 174.13 57.1
2018 44.8 6.32 193.88 85.8
2019 41.8 7.6 227.22 78.4
2020 70.2 7.02 200.66 41.8

(2020 - 2004) sasll I g2l 2y Uil ¢ SLall S il by e Bolozel m L) sle) e 10l

3 s LTy ol b susyl s olles) suws
ooy e S el e Bsladll ol
ol O st S Ko et e l(2) Jgadd
SRl YY) o IS ezn dwhll Ol de))
(OIRE) Ll syl ((NI) (sl =1 (MS)

dotdw! (6 Sl BLa! Y deuld Olylast -5

(2020-2004) 5ol 31,201 G LI

(gl yder) e 1 JeSlud Ayl Exsl st
oo SO aadl oSl Bl e a5

(sl Iy P J.\a_{- Y sy > ‘;_; Ol il
o o2 e (unit root test) sl e el ey

Bl Slrie g duiall oS 251520 (PP) Sy s sty (ADF) ssll g S0 jlas) wils—: (2) Jgor

Lyl O pkze et B o) gyl iz (ADF) aglt S92 SO5 jlesl il

L JolSS 4y Variables Level First difference
%5) eus O gl Intercept Trend & None Intercept Trend & None
(703) g Intercept Intercept
1(0) PDGDP 0.0000 0.0003 0.0000 0.0002 0.0003 0.0000
1(1) MS no no no 0.0000 0.0001 0.0702
0.5766 0.6087 0.7680
1(1) NI no no no no no
0.4549 0.9466 0.6722 0.2050 0.1182 0.0401
1(1) OIRE no no no 0.0534 no 0.0037
0.1103 0.4469 0.4961 0.1018

Lyt St g dsel JasSedl g i (PP) 090 sl ot mils

S i oSS 4y Variables Level First difference
(%5) el Intercept Trend& None Intercept Trend& None
Intercept Intercept

1(0) PDGDP 0.0000 0.0002 0.0000 0.0002 0.0001 0.0000

1(1) MS no no no 0.0000 0.0001 0.0000
0.4911 0.1894 0.8144

1(1) NI no no no no no 0.0404
0.4737 0.9466 0.8572 0.2092 0.4160

1(1) OIRE no no no no no 0.0321
0.2789 0.9108 0.5199 0.3217 0.4713

(E Views10) by 5l Jo slaxeVl Ul sl o 1yl
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D sl ol Ll (1)

Sl lee e sde st @ el 58 i
(LogL)e (FPE)c (LR) 8 slall odsy sladl Jsb
& el 5 Ll vz e (AIC): (SC)e (HQC):
QU dodly bt ods o Jlae 573 2 BT Lo

RO T2
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By susgl dar Lo sd ] 6l cspndl s aiylaze
BT ) et Mg B JoY1 Gl s ey Zilbane s
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D Ses el me dilane i) (Eviews) ol
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S sl 53 = (3)dgur

VAR Lag Order Selection Criteria
Endogenous variables: PDGDP MS NI OIRE
Exogenous variables: C

Date: 09/14/22 Time: 02:00

Sample: 2004Q1 2020Q4

Included observations: 63

Lag LogL LR FPE AIC SC HQ

0 -947.999 NA 1.57E+08 30.22219 30.35826 30.27571
1 -509.0593 808.2066 231.6811 16.79553 17.47589 17.06312
2 -434.2905 128.1750* 36.09739* 14.92986* 16.15451* 15.41152*

* indicates lag order selected by the criterion

LR: sequential modified LR test statistic (each test at 5% level)
FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion

(EViews10) moby wils Jo slaze¥l el slae] o 1 sl
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Akaike Information Criteria (top 20 models)
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Dependent Variable: PDGDP

Method: ARDL

Date: 09/13/22 Time: 12:34

Sample (adjusted): 2004Q3 2020Q1

Included observations: 63 after adjustments
Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags<automatic): MS NI OIRE
Fixed regressors: C

Number of models evalulated: 500

Selected Model: ARDL(2:0:0<2)

Note: final equation sample is larger than selection sample

Variable Coefficient Std. Error t-Statistic Prob.*
PDGDP(-1) 1.238212 0.113357 10.92316 0.0000
PDGDP(-2) -0.369313 0.092918 -3.974616 0.0002
MS 0.376918 0.480076 0.785121 0.4358
NI -0.025475 0.026812 0.950153- 0.3462
OIRE -0.688900 0.128394 -5.365499 0.0000
OIRE(-1) 0.910312 0.248998 3.655908 0.0006
OIRE(-2) -0.315522 0.149801 -2.106276 0.0398

C 14.96228 3.225979 4.638061 0.0000
R-squared 0.996390 Mean dependent var 65.06389
Adjusted R-squared 0.995931 S.D. dependent var 40.83989
S.E. of regression 2.605226 Akaike info criterion 4.871083
Sum squared resid 373.2961 Schwarz criterion 5.143227
Log likelihood -145.4391 Hannan-Quinn criter. 4.978118
F-statistic 2168.710 Durbin-Watson stat 1.886111
Prob(F-statistic) 0.000000

Note: p-values and any subsequent tests do not account for model selection.

ob ke sadl ¢ 3 el o cI(1) eV 1(0)
Ssims ks (6.16) sslwd dwastl (F- statistic) ied
T ol AoV b AE e ST 29 (%5) (s
g Wy el dblall OF Lo Joy sy (3.67) 2Ll
My cwlprdl o J Y1 Agb agjls B sy

Al aad LBy gl nsp s

(EViews10) by @l o slaeVU Ul shas] e 2 el

Sgudt sl I e Sall oS L (3)
:(Bounds Test)

s zigad 39l L) s (5) Jedl =y
FW A el i Jase el Glal 3 adW) delaany)
i Blie M= e iy 3 (PDGDP) Y1 2
3V o dis aJgudl Foaed me dcst) (F-statistic)

Bounds Test dial Sl wMe o sqadilasi—: (5) Jour

Null Hypothesis: No levels relationship

F-Bounds Test

Test Statistic Value Signif. 1(0) 1(1)
Asymptotic: n=1000
F-statistic 6.166181 10% 2.37 3.2
k 3 5% 2.7900 3.67
2.50% 3.15 4.08
1% 3.65 4.66
Finite Sample: n=65
10% 2.492 3.35
5% 2.976 3.896
1% 4.056 5.158
Finite Sample: n=60
10% 2.496 3.346
5% 2.962 3.91
1% 4.068 5.25

(EViews10) gz, wils Jo slazeVl el slie] oo sl
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Levels Equation
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
MS 2.875007 3.629009 0.792229 0.4316

NI -0.194316 0.198903 -0.976936 0.3329
OIRE -0.717837 0.299837 -2.394091 0.0201
(@ 114.1274 10.82771 10.54031 0.0000

EC = PDGDP - (2.8750*MS -0.1943*NI -0.7178*OIRE + 114.1274)
(EViews10) gty wils Jo slazeVl el slie] (o sl

i 1y Lgad ! N Y 5508 35100 aedl) o4
e sgmg & ey 3oV 3 Lo Ale SN e O
il iy pdall B2 abin My Bpead ly
s o L Y1 8ead a5l e sy a8 G AL
L WL Laidl bl O o aaidl Jold) 3 et oY)
Al ) e WS S e LN (3 5550 055
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ISty S g 050 UL e el 8 iy

ladl moas zighy Jrd) 5pad B il (5)
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il eV dadee OF LNy (7) ol s
5% et &d) (OIRE) 2kid wls)yY) Jazndl jizell
WD AWl 1) ml ) e WS S
Ls Ggae IS Cw> ( (PDGDP) Y1 &
LS LS™.(0.0000) ez 2ail) (g (%65) (ssims
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(ECM) et s £3589 V1 55008 8 s —:(7) Jgebr

ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(PDGDP(-1)) 0.369313 0.085189 4.335238 0.0001
D(OIRE) -0.688900 0.110906 -6.211543 0.0000
D(OIRE(-1)) 0.315522 0.122049 2.585205 0.0124
CointEq(-1)* -0.131102 0.022797 -5.750926 0.0000

(Chi -Square) s (F- statistic) -» [ Jloz=Y) da
) 20280 Jod e J My cdugins T (%5) 0
oW D Al sy e o G sl 20 b
Sl 3 pl

(EViews10) by @l e slexeVL Ul shae] e 2 jald

i) Sl el —2
Heteroscedasticity cpldl U ads slest (1)
:Test

gl ) S e el 8l (8) i 2
O e (ol 41wy (ARCH) jlas) M= e il

ARCH Test —:(8) Jsr

Heteroskedasticity Test: ARCH

F-statistic 6.312377

Prob. F(2:58) 0.0033

Obs*R-squared 10.90425

Prob. Chi-Square (2) 0.0043

a3l OF gas ol cpaall 23 L5 Sy (%5)
LS o el BARAN L

(EViews10) gz plaiscnl e Ul slas] o 1 all

LM Test (Blgdl p ko) BLsp¥1 sl (2)
:Correlation Serial
¢ ol o edend) LU L) (9) Jgud) ey

ngmagj;uﬁém\(F)WQTMw““

LM Test —:(9) Jot>

Breusch - Godfrey Serial Correlation LM Test:

F-statistic 0.283265

Prob. F(2:53) 0.7545

Obs*R-squared 0.666300

Prob. Chi-Square(2) 0.7167

(EViews10) meby wils Jo slazeVl el slie] oo sl
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20

Series: Residuals
] Sample 2004Q3 2020Q1

16 Observations 63
Mean -8.3%-16
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THE IMPACT OF MILITARY SPENDING ON PUBLIC DEBT AS AN INDICATOR OF
FINANCIAL SUSTAINABILITY IN IRAQ FOR THE PERIOD (2004-2020)

ANWAR ISMAIL SAID ALBARWARI and ZEKI MATTI SALEEM AKRAWEE
Dept. of Economics, College of Administration and Economics, University of Duhok,
Kurdistan Region-Iraq

ABSTRACT

This study aims to search for the relationship between military spending and one of the
indicators of financial sustainability in Iraq, thus developing a standard model to study this
relationship as well as adding other independent variables to integrate the model according to
economic theory and previous studies in this field. Therefore, national income and oil revenues
were added, and thus these were tested. The study is a model, such as the relationship of the
independent variables referred to (military spending, national income, oil revenues) with the
dependent variable representing financial sustainability, which is the public debt to the gross
domestic product. The results have been shown after conducting a time series stability test.
Estimating the financial sustainability function in Iraq through the public debt index to the gross
domestic product, indicates the existence of a long-term and short-term relationship between the
variables during the period chosen for the purposes of this study through the use of the (ARDL)
methodology, and the relationships between the variables in the model did not match a number of
them with the operative theory While the other variables matched, in addition to conducting the
self-regression test for the distributed delays, as well as conducting the diagnostic tests represented
by the instability of the variance tests, which proved significant indicating the acceptance of the
alternative hypothesis, the rejection of the null hypothesis, the serial correlation test between the
residuals, the normal distribution test, and the structural stability test for the model parameters,
which all proved significant. tests at the 5% level of significance, these relationships were analyzed
from the statistical and economic points of view. A set of theoretical and other conclusions were
developed based on the results obtained, and a set of proposals were added to address the problems
that were diagnosed by the current study.

KEYWORDS: IRAQI military spending, financial sustainability, rentier states, national income, oil
revenues
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