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Abstract

Public revenues are one of the most important tools that have a
clear impact on economic activity, as well as the balance of payments,
which is no less important than public expenditures because it reflects the
external activity of the national economy. Public expenditures are linked
to a wide range of economic variables, including the balance of payments.
The balance in the balance of payments if it suffers from an imbalance.
Introduction

The general revenue main engine Of Economic activity in lIrag, as
well as a source of incometoA large number of people in the
communityln addition, it is one of the most important indicators of the
extent of the authority’s intervention in economic activity, The state relies
on spending onA major resource isoil.

As for the balance of payments, it is another of the most important
economic indicatorslt is known that the continuation ofhis inabilitylead to
deterioration of the reserveyThe country's international,and increase its
obligations to the outside,Than force himto take actionexceptional to
restrictimports,or perform some actions that dictated from
outside,Andsothe casesurplus persistenceleads toFreezing part of the
national incomelooks likeidle assets,AndIn both cases, the imbalance
leads toDifficulties and troubleson the economyNational, And
thereforeAcquire external balancelt is extremely important to maintain
the economic stability of countries, so it mustto be takenSeriouslyduring
Use of fiscal policy in line with the stability of the external situation.

Research importance

e/

29

——



Al-Ghari Journal of Faculty of Administration and Economics Vol. 18 (No.2) 2022 Pp. 29-44

Al-Ghari Journal of Faculty
of Administration and Economics

The research acquires its importance because of the importance and
impact of public revenues on the economic reality in general and on the
balance of payments in particularPublic expenditures are the backbone of
life, without which all economic activities will be disrupted.

Research problem

The Iragi economy suffers from several disturbances and
imbalances at the internal and external levels during the study period
from (1990 - 2020), which affected the structure of the Iragi economy as
a whole, and among those imbalances (imbalance of the balance of
payments) Therefore, the research problem is represented by the following
question:

- What is the impact of public revenues on the balance of

payments in Irag.
Search objective

The research aims to measure and analyze the impact of public
revenues on the balance of payments in Iraq for the period from (1990-
2020).

Research Hypothesis

The research stems from the hypothesis that there is a positive

relationship between public revenues and the balance of payments.
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The first topic
Theoretical frameworks for public revenue and balance of

payments
First, the general revenue
crossgeneral revenueonThe sum of money that the state collects from its
various sources®,in order to cover its public expenditures, and for the
purpose of achieving economic and social balance.”?, There are several
sources of public revenue that the state can obtain from its various
sourcesThe most important of them:
1- Taxes:

Preparedamageright It is a manifestation of state sovereignty and
one of its most important rights, so imposeHaforciblyAnd of her own
will<serveher authorityCairoln collecting, and in caseViolation of
individuals by paying tax, the state resorts to its full authority to obtain
it®,
2-Fees:

TCountFees are an important resourcefor revenueThe public that
enters the state’s treasury, and is characterized as one of the financial
resources that continuously enter the state’s public treasury, and the
public authorities useher servantsin financing public
expenditures;toAchieving public benefits, AndThe fees paid by
individuals are for services obtained from public utilities.®.
3-general loan:

Usually the state, institutions and public administrations request loans
from members of society; To finance service and production projects, in
return for bonds known to the administration or the people’s institution as
indebted to the bond holder for the value of that bond, and it is
responsible for paying this debt on maturity along with the interest.>.
Second: the balance of payments

The balance of payments is defined asA statistical statement that
systematically summarizes a country's economic transactions with the rest
of the world for a specified period of timeusually benOne yearThey are
mostly between residents and non-residents, and include movements of
goods and services, and involve financial claims and national liabilities to
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the outside world or vice versa."®The balance of payments consists of
several accounts, namely:
1. Current account:

This account consists ofthree partsThe first includes the results of
visible trade, which includes exports and imports of goods, and it is called
(the trade balance). The second includes the results of invisible trade
called (the balance of services), which includes the purchase and sale of
services, such as banking and insurance services.As for the third account,
it is the net transfers from one side(.

a. Trade Balance (Visible Trade):

This balance includes the movement of the exchange of goods that
can be seen, or that it is looking through its passage through the customs
borders of the country, entering and leaving it, for this reason(l call it
visible trade).).

B. Services Balance (Invisible Trade):

Record in this aspect the proceeds from invisible trade that the state
obtains from theother countries' use of their services,as useits companies
in the transport of passengers and goods, or the use of insurance
companies for foreign goods (°.

c. One-sided account transfers:

This account includes the operations that take place between the
state and countries abroad, but without compensation such as gifts and
compensation,or Any other payments, for example,If a country issues a
certain quantity of goods (FoodHor medicationH), or that the state pays
compensation to another state, or that a person transfers a sum of money
to a person residing in another state, as a form of assistance, and these
cases are done without compensation, that is, they are from one side
only)®0.
2.accountHeadsmoney:

In this account, all capital flows entering and leaving the country
are recorded, which are represented in shares, bonds, treasury bills, direct
investments, or any other securities.*YThis account includes:

a. short-term capital operations:

TCountof credit instruments payable on demand, with maturities

ofdon't exceedgOne vyear, including term deposits, current deposits,
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commercial papers, treasury bills, and other other instruments, and that
these instruments enjoy a large degree of liquidity.*?.
B. Long-term capital operations:

This account includes all variables that occur in the value of assets,
owned by individuals residing abroad and at home, and whose term is
more than one year, including portfolio investments, direct investments,
and long-term loans)*?,

3. Net international reserves of monetary gold and liquid assets:

In this section, net changes in international liquid reserves are
recordedH; For the purpose of making an account settlement (Net deficit
or surplus in the balance of payments in economic terms)*.

4. Error and omission account:

Sometimes the value of the total items of the creditor and debtor in
the balance of payments is unequal, which is the result of error or
omission, or an inevitability imposed by the national security necessities
of the country, such as non-disclosure of some military purchases, and
here the need for this type of account appears; This is for the purpose of
equalizing both sides.

With regard to where this account appears, it is in the entry of the least
value, whether this is on the credit side or the side and the debtor. This
account is also called the adjustments account;Because heequivalent
tosides of the balance of payments)>™

Third: The effect of public revenues on the balance of payments

1- The effect of the general tax on the balance of payments

Taxes are relatedclosely related to the balance of payments; and
that is throughtel effectKQuantity taxExporting and importingWhich
make up this balance, and what anThe balance of payments consists
offourmain accounts which are(The current account, the capital account,
and the monetary gold accounterror and omission)And that most of the
imbalances appear in the current account, so the impact of these taxes
appears directly on this account, and this effect is usually positive;
Because imposing it leads to a reduction in theimports(With exports
remaining unchanged, which improves the current account
situation)'®This means that customs taxes affect the balance of payments,
as an increase in these taxes leads to a decrease in theimportsCompared
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with export prices, which find tax exemptions, which leads to a decrease

in the prices of locally produced goods, thus increasing consumer demand
for them. SovanQuantitative increaseHthe productHLocally, on the one
hand, and the decrease in the consumed quantity of imported goods, on
the other hand, this leads to a decrease in the volume ofimports, and when
you say theimportsWith stable foreign exchange rates, Payments for
imports are reduced and the deficit is reducedin the current account, thus
improving the balance of payments position(17).

2-Relationship of Public Loans to Balance of Payments:

Loans financed from abroad contribute to an increase in overall
investment in the countries they enter, and consequently an increase in
the growth rates of domestic product, which leads to an improvement in
the balance of payments, provided that the volume of the flow of that
financing is much greater than the volume of export of interests,
installments and profits resulting on those loans.

Many countries suffer from continuous and structural deficits in
their balance of payments, and after these debts have reached high and
critical levels, the payments for these debt services have become one of
the most important factors that cause the deficit in their current accounts
(interest on those loans), and in the accounts of
operationscapitalism(installments), so the predicament faced by these
countries has become, which is that after borrowing wasCountAs one of
the temporary means to bridge the balance deficit, excessive loans have
become one of the fundamental factors causing that deficit, which
requires more borrowing, which leads to opening an explosive cycle of
external debt to the economy.9),

The second topic
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" Results of estimating the impact of public revenues on the balance of -
payments in Irag according to the (ARDL)
Or not: a teststabilityVariablesThe Stationary):
Before starting to test the autoregressive model of distributed
slowing (ARDLWe test for the stability of the time series with the unit
root test, the extended Dickey-Fuller test.(Augmented Dickey-

FullerAfter the test, the results came out as follows:

Table (1)

Appreciation gradient || Difference

shape level
calculatedt Probabilities

Variables morale level

REVNU 4 170241 0 0190 sectlon The first 1%
difference
3 320927 0 0228 sectlon the level 5%

The extended Dickey-Fuller test for the unit rootH
a source: from Preparation The researcher based on the results of the estimation

using a
programViews12.
Through the data presented in the table (1),We find that the time

seriesto trace Public Revenue on BalancePayments in Irag and extending
from the year (1990 - 2020), throughUse of the Extended Dickey-Fuller
testdemonstrated  stability The independent and  dependent
variable(REVNU, BOP )At the first level and difference where it was
(BO(At the level and with a fixed limit, but at a significant level)0.05%),,
As for (REVNUIt settled at the first difference and at the level of
significance (1%), meaning that all dependent and independent variables
are free from the unit root and do not contain a false regression, which

means rejecting the null hypothesis (=0AHO: )which states that there is a

unit root problem, and the alternative hypothesis is accepted(0#A :Hi)
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variablesTherefore, the variables will be integrated at the first level and
difference.
Secondly:estimating modelARDL.:

After testing the stability of economic variables, the model
(ARDL) for the balance of payments indicator, as shown in Table (2),
considering that (BO) dependent variable and (REVNU(Independent
variable, and the optimal slowdown periods are (4,2,3) building
values)Akaike), which gives the lowest value for this criterion, which is
determined automatically by the program, as well as the statistical tests of
the model show the quality of the model through the value of the
coefficient of determination (0.962 = 2R), as for the value of ((R2
Adjusted R-squaredlt reached (0.934677), meaning that the independent
variables included in the model explain its value (93%) of the changes in
the dependent variable and that the remaining value belongs to other
variables not included in the model.F-statistic), which was significant at
the level (1%), and thus the model is significant, i.e. we reject the null
hypothesis (HO: B=0We accept the alternative hypothesisHO: B# 0), as

shown in the following table:

Table (2)
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estimating modelARDL To measure the impact of public revenues on the

Dependent Variable: BOP

Method: ARDL
Date: 01/07/22 Time: 12:13
Sample (adjusted): 1994 2020
Included observations: 27 after adjustments
Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automatic): REVNU
Fixed regressors: C
Number of models evalulated: 100
Selected Model: ARDL(4, 2, 3)

Prob.* t-Statistic std. Error  Coefficient Variable
0.0212  -2.572003  0.149351 -0.384130 BOP(-1)
0.7555 0.317101 0.151965 0.048188 BOP(-2)
0.5745  -0.573904 0.087686 -0.050323 BOP(-3)
0.1022  -1.740887 0.076966 -0.133989 BOP(-4)
0.0000 9.513982 0.054797  0.521338 REVNU
0.0159 2.717241 0.080791  0.219529 REVNU(-1)
0.0004 4.553149 0.099983  0.455239 REVNU(-2)
0.5585  -0.598427  582.0445 -348.3108 C
1517,322 Mean dependent var 0.962314 R-squared
7510.964 SD dependent var 0.934677 Adjusted R-squared
18.25880 Akaike info criterion 1919,677 SE of regression
18.83473 Schwarz criterion 55277396  Sum squared resid
18.4306 Hannan-Quinn criter. -234.4939 Log likely
2.397827 Durbin-Watson stat 34.82029 F-statistic
0.0000000 Prob(F-statistic)

asource: fromBreRaratiRed He keseRrsBRlchased anbnacEsskHits: afotiae

selection.

shape (1)

The time lag determined by the model (ARDL) automatically using the ACAIK

standard

LS. 40
1S3
1 S.36
|l =S.34a
1 S.32
| S.30
lsS.23
| S8.26

LsS.24a

Akaike

INnformation Criteria (top 20

models)

asgu rce:

Third: Th

e boundary test
Approach to Counteraction):

The co-integration test in an autoregressive model is called the
distributed lag (ARDL(Bound Test)Bound Test), which measures the
extent to which there is a long-term equilibrium relationship between the
independent variables (public revenues) and the dependent variable

fromPreparationThe researcher hased on the results of the
or co-integrationThe

Bound
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(balance of payments), and depends on the value ofF, which are
compared with the upper and lower limits, which are distributed within
different moral levels, as shown in the following table:

Table (3)
Boundary test for cointegration according to methodologyARDL

Null Hypothesis: No levels relationship F-Bounds Test
1(1) 1(0) Signify. Value Test Statistic
Asymptotic:
n=1000
3.35 2.63 10% 15.74150 F-statistic
3.87 3.1 5% 2 k
4.38 3.55 2.5%
5 4.13 1%
Finite
Sample:
n=35 27 Actual Sample Size
3.623 2.845 10%
4,335 3.478 5%
6.028 4.948 1%

asource: fromPreparationThe researcher based on the results of

illustrated by the table (3There is a co-integration relationship
betweenindependent variable(public revenue) and the dependent variable
(balance of payments),This confirms the value F-statisticwhich is
(15.74150(It is greater than the tabular value at all levels, the highest and
the lowest, and at a significant level (1%), and thus we reject the null
hypothesis, which indicates the absence of joint integration, and accept
the alternative hypothesis, which states that there is joint integration
between the studied variables.
Fourth: Test for stability of homogeneity of variance (Heteroscedasticity
Test):
This model is used for the purpose of detecting the stability of )
homogeneity of variance by testing the two valuesF andProp -Square,
where test results indicatein the table (4)The absence of the problem of
inconsistency of homogeneity of variance, because the values ofF and
Prop-Chi-SquareNot significant at the level of significance (0.05%), thus
we accept the null hypothesis that claimsstabilityContrast smoothing, as
in the following table:

Table (4)
Test the stability of homoageneity of variance according to the

Heteroskedasticity Test: Breusch-Pagan-Godfrey
Null hypothesis: Homoskedasticity

0.6568 Prob. F(11,15)0.779052 F-statistic
0.5469 Prob. Chi-Square(11)9.816830 Obs*R-squared

0.7310 Prob. Chi-Square(11) 7.801394 Scaled explained SS
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asource: fromPreparationThe researcher based on the results of the

Fifth: Estimating the short-term relationship and the error
correction model (ECM):
After making surestabilityThe studied variables should obtain

short-term estimators and error-correction parameter according to the
(ARDL), according to the data in the table (5) which shows the
parameters of the explanatory variables included in the model in the short
term and their significance, it is clear that the relationship between public
revenues and the balance of payments is a direct relationship,This is
consistent with the economic reality, where it is known that an increase in
public revenues has a positive effect on the balance of payments because
its increase will lead to an increase in the surplus in the balance of
payments, and this means that an increase in (REVNU) by one unit will
increase (BOP) by (0.52),And the effect was moraland atmorale level
(1%) where the probability value is (0.0000), and the error correction
parameter is .CointEq (-1) had a negative result as it reached (-1.520254),
which is significant at the level (1%), and this indicates the existence of a
relationshipbalance itAmong the variables studied in the short term, as
the error correction parameter shows that about (152%) of the short-term
imbalance in the balance of payments in the previous period (t-1)
cancorrect itIn the current period(t)towards the
relationshipequilibriumbLong-term when there is any change or shock in
the explanatory variables,This shows that the speed of adaptation in the
model is very large,Accordingly, it will beAcceptance of the alternative
hypothesis that states that there is a relationshipbalance it shortterm and
reject the null hypothesis that there is no relationshipbalance it shortThe
term between the studied variables, as shown in the table following:

Table (6)
Estimating the short-run relationship and error correction model. ECM)

ARDL Error Correction Regression
Dependent Variable: D(BOP)

Selected Model: ARDL(4, 2, 3)

Case 2: Restricted Constant and No Trend
Date: 01/07/22 Time: 12:33

— Sample: 1990 2020

Included observations: 27

ECM Regression
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asource: fromPreparationThe researcher based on the results of the

Seventh: Estimating the long-term relationship according to a
modelARDL.:
After making sure that there is a co-integration between the studied

variables, the long-term relationship is now measured according to a
modelARDLThrough the data of Table (7), we note the impact of public
revenues on the balance of payments, positive and moral from a statistical
point of view, if it reachedProplts amount is (0.000000), which is very
high and at a significant level of (1%), meaning that an increase of
(REVNU(by one unit will lead to an increase in the surplus in)BO) by
(0.78%) in the long term, and through the above, the null hypothesis that
claims the existence of a long-term equilibrium relationship is rejected,
and the alternative hypothesis is accepted. The short term and the long
term, which reflects the realism of the estimate and its agreement with the
economic logic, as shown in the following table:

Table (7)
Estimating the long-term relationship according to the model ARDL

Levels Equation
Case 2: Restricted Constant and No Trend

Prob. t-Statistic std. Error  Coefficient Variable
0.0000 9.225369 0.085284 0.786780 REVNU
e 0.5529 -0.606975 377.4680 -229.1135 C

EC = BOP - (0.7868*REVNU -0.8030*EXPEND - 229.1135)
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asource: fromPreparationThe researcher based on the results of

CONCLUSIONS

1-

slowing down growth Revenues the public and not keep up for
tunnels general, calendar Accreditation Great on Revenues oil It is
known It form More from98%from Total Revenues the public, And
because of fluctuation their prices at markets Globalism broke out
wiggle Big at size Revenues the public, The accreditation in the
form of permanent on This the supplier make Country susceptible
to lack supplies finance, Than stir Anxiety growing about prevent
and future Economy lIraqi.

drop Rate Input Revenues tax to me Total Revenues the public at
Irag calendar plenty exemptions tax, and permissions And for
reasons many(Policy or economic or social), In addition to me
weakness the device tax, and lower Efficiency artistic for the staff
tax, and not interest Country by this the system and prepare
Revenues derived Of which source secondary and not Basic to pose
so Rate Slim Especially for the duration(2003 - 2020).

suffer Balance Payments lraqi for the period (1990-2020) from
inability big; to drop general revenue and imbalance the structure
Productive due to circumstances Which bitter with Country puppy
war Gulf the second, and impose Penalties economic, either
Duration(2003-2020)Achieve Balance Payments surplus And for a
lot of time came This surplus result Accreditation on exports oil
raw , Which surplus at trade balance Against a deficit in most of
the balance of payments accounts.

The theoretical and normative analysis proved that there is an
impact of public revenues on the balance of payments, and the
effect is represented by customs taxes, and because of the decrease
in their imposed amounts and as a result of the large number of
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exemptions, and the inefficiency of the technical staff based on
their collection, made their impact weak on the balance of
payments, while oil revenues, which constitute more than 98% of
total revenues Public revenues, especially after 2003, had a positive
impact on increasing the surplus in the balance of payments, and
this is consistent with the second hypothesis, which states that there
Is a positive relationship between public revenues and the balance
of payments.

Recommendations

1-

the work on diversification sources Revenues the public and not the
focus on source One for revenue and he(section oil), Which from
like it that Makes Economy lIragi susceptible for fluctuations prices
This the supplier, And from here necessity the work from before
those in charge on Implementation of Politics Finance at Iraq by
finding sources alternative as motivation investment the foreigner
and local, building Base investment sober support sectors Producer.
Return look at the system tax at Iraq on road Legislation legal and
more interest and inclusivity, and raise outcome tax, on road
Issuance legislation legal expansion Domain Tax and her bowl and
taxpayers with and working on limit from evasion and exemption
tax for categories certain Without other.

necessityfollowing Policy protection on Products patriotism, and
prevent Entry the goods Which to her alternative at market local,
And the imposition of customs taxes high on goods perfectionism
and goods consumerism other to encourage production the
National, and present the support price For some goods for a
purpose exported in order to be her ability on The competition at
markets Globalism, For the purpose of supporting the balance
commercial(Which depend on exports oil), thus improving the
balance of payments position.

Investing public revenues in the best way in order to build a solid
production base, increase local production and reduce dependence
on imports for the purpose of improving the balance of payments
situation.
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