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Abstract:

The study sought to measure the impact of economic diversification on
financial sustainability in Iraq for the purpose of knowing the extent to which
it can allow maintaining public spending in the long term and achieving
financial sustainability. The research is based on the hypothesis that
economic diversification works to enhance financial sustainability when Iraq
is exposed to crises. Internal and external economic, and the inductive
approach was adopted by studying ideas and theoretical frameworks
regarding the policy of economic diversification and financial sustainability,
and the deductive approach through the standard method in explaining the
impact of the economic diversification policy in achieving financial
sustainability in Iraq using the autoregressive distributed lag (ARDL) model,
and the most important conclusions. It was concluded that the dependent
variable (the ratio of public debt to GDP) has a significant effect on the
independent variables (The ratio of non-oil exports to GDP, the ratio of non-
oil revenues to public revenues), which means the existence of a long-term
equilibrium relationship between the variables. The study recommends re-
establishing plans that contribute to achieving diversification of the economic
base through a clear economic policy that includes revitalizing the Iraqi
economy and preparing the infrastructure in order to diversify sources of

revenue.
Keywords: economic diversification, financial sustainability, public debt,
revenues.
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%GDP Y% ohslalt Y% ohslalt % GDP
2.2 96 4 32935722 79045732.6 56.3 82339304.7 2004
1.7 96.8 32 2560560.7 774569623 543 80017523.1 2005
1.7 96.6 3.4 2169496.2 616392171 51 63808713.3 2006
12 97.4 2.6 1330113.7 49828104.7 459 51158218.3 2007
2 96 4 2803340.1 67280163 .8 50.3 70083503.9 2008
0.7 98.2 1.8 758816.1 41397630.8 394 42156446.9 2009
0.3 99.3 0.7 357293 .4 50684624 .2 394 51041917.7 2010
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DGDP 8.8* | 3.9 6.2* 4.6 5.2* 2.7
OINOTR | 1.7 2.6 3.1 3.3 0.8 1.6 3.3* 3 3.1 33 3.4** 2.7
XNOGDP| 1.7 26 | **4.4 33 *2.8 2.7
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Shadlsbas¥l ey S sl sl il 8 ARDL 234461 (v) g

Variable Coefficient| Std. Error | t-Statistic * Prob
(1-)DGDP 0.365483 | 0.205018 1.782688 0.105
(2-)DGDP 0.18703 0.135989 1.375336 0.1991
OINOTR 1.60413 0.442097 3.628461 0.0046
XNOGDP 0.652574- | 5.096295 | 0.128049- 0.9006

(1-)XNOGDP 6.169266 4.18883 1.47279 0.1716

C 5.415063 7.702914 0.702989 0.4981
R-squared 0.894778 Mean dependent var 59.8125
Adjusted R-squared | 0.842167 S.D. dependent var 22.5576

S.E. of regression 8.961729 Akaike info criterion 7.5038
Sum squared resid | 803.1258 Schwarz criterion 7.79352
Log likelihood 54.0304- Hannan-Quinn criter 7.518636
F-statistic 17.00743 Durbin-Watson stat 2.010129

Prob (F-statistic) 0.000132
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Bounds Test seudi jLast (A) Jst

F-Bounds Test Null Hypothesis: No levels relationship

Test Statistic Value Signif O)1 (I

Asymptotic: n=1000

F-statistic 8.208328 10% 2.63 3.35
K 2 5% 31 3.87
2.50% 3.55 4.38

1% 4.13 5

Actual Sample Size 16 Finite Sample: n=35

10% 2.845 3.623
5% 3.478 4.335
1% 4.948 6.028

Finite Sample: n=30

10% 2915 3.695
5% 3.538 4.428
1% 5.155 6.265

Eviews 1Y mabyy o sbaeVU ol slasl e (A) Jgidd

pageidl Syl sl

Rl il O ads el Y

Chi- , (F-statistic= 0.2639 .+ S &l 20d 0 ((9) Joad) il g2
Gop i Wiy ugme 2 BB Y00 o ST 2l 3 O) Ly (Square= 0.2249
A WE ol e AlSie e Gla YAl 300l OF o5 g pial)

) Wl b e e s (1) g

Heteroskedasticity Test: Breusch-Pagan-Godfrey

Null hypothesis: Homoskedasticity
F-statistic 1.533439 Prob. F(5,10) 0.2639
Prob. Chi-
Obs*R -squared 6.943668 0.2249
Square(5)
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Scaled explained Prob. Chi-
1.646288 0.8956
SS Square(5)
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e o el DLV AISCEe e sl Y il 3l OF sak (6T pall 03

Sod) G el LU L) il (V1) g
Breusch-Godfrey Serial Correlation LM Test |

Null hypothesis: No serial correlation at up to 2 lags
F-statistic 0.192081 Prob. F(2,8) 0.8289
ODbs*R -squared 0.733121 Prob. Chi-Square(2) 0.6931

Eviews 1Y maby e sbaeWu eoUlslasl o (1 1) Jgd|

Histogram-Normality Test ijlssal slas31 ayg jles! ¥
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Ob et @ pdall o o ash e Y00 e ST 29 (1 VAV £7) o Jarque-Bera
o lyjs £355 alsiall clasY)
igtgiall slamY) aygs (V) gl JSCa)

=3
Series: Resliduals
Sample 2006 2021
a Observations 16
= Mean 12514
Median 0432298
14.12899
2 11.732 29
5 L F.217221
Skow nes 5 o.1zavzs
1 reosis 2213811
o -- -- - darque Bera 0453443
10 -5 o s 10 15 Prabability 0797143
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Stability Diagnostics g5yl bkl 20Kh 2l a1 jlas) (A) gl (K2

—— CUSUM St Squares ----- 5% Signitiance
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cak (Variance Proportion) il aws Wl il e ags (4,0 )YVAS)
Covariance ) Gl aes cab g @y il e 33 sy (0.025873)
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Forccast: DGODPF

Actual: DEDP

Forecast sample: 2004 2021
Adjusted sample: 2006 2021
Included observations: 16

Root Mean Squarced Error 7.628106
Mean Absolute Error 6185003
Meoan sbs. Percent Error 1218864
Thell InequalityCaef. 0053640

Blas Proportion D.O177ES

Warlance Froportion D.OZ5ETE

Covarlance Proportion 0956342
Thell U2 Coefficient 0.615717
Symmetric MAPE 1165648
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ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coetlicient| Std. Error | t-Statistic .Prob
DDOGDP(-1)) 0.18703- | 0.098874 | 1.891606- | 0.0878
DXNOGDP) 0.652574- | 2.74531 |0.237705- | 0.8169

*(1-)CointEq 0.447486- | 0.068494 | 6.533246- | 0.0001
R-squared 0.816192 | Mean dependent var | 5.74375-
Adjusted R-squared | 0.787914 | S.D. dependentvar | 17.06728
S.E. of regression | 7.859956 | Akaike info criterion | 7.1288
Sum squared resid | 803.1258 Schwarz criterion 7.27366
Log likelihood 54.0304- |.Hannan-Quinn criter | 7.136218

Durbin-Watson stat | 2.010129

Eviews v maby e sbaeWU U slasl s (11) ot

B sl (e eveat-) » CointEq (=1) s of iy Lokl ol 558 Godes 3009
VYY = e VEAT- ) T dade (oS dep OF g 1day Blay Y0 (Sstme e Biginn
i oo ST sl V1 (3 05l Jsosll L et g el 5aL) O gm Iay

Juslall ¥t dls jlust Y

(OINOTR) Jazdi jazeld Lsbll ¥ lides O ez (12) Jsadt 33

g 55L) U1 6350 sy sy Jluis (IGDP) 505 01 31 90Y Gstus dis hgins pb colS
2 3l O sl Sgms 0t 06 (XINOGDP) L5 Ll ((vyeaevey) jlaas (DGDP)



Y oadal (Y4 s

o 33m9 (£LYATYY) Jldix (DGDP) js5e 5505 U o9 sty sdmg ldig =Y
itaze i pb sl by plas U aeSE bkt bl Ll el ol ) @3
=1l ) 21N

Shadl sbasYl @ bshl Y1 s jlas) 2its (12) g

Levels Equation

Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob
OINOTR 3.584757 1.273344 2.815231 0.0183
XNOGDP 12.32818 14.06567 0.876473 0.4013

C 12.10107 15.53062 0.779175 0.4539

EC =DGDP - (3.5848*OINOTR + 12.3282*XNOGDP + 12.1011)
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