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An analysis and measurement of the effect of changes 
in public revenues on selected macro variables 

of the Iraqi economy from 2008 to 2021

Abstract. Public revenues determine the extent to which governments finance their public spending and 
development programs. Also it is known that the fluctuations of these revenues have negative effects on 
the overall economic life of any economy, regardless of its development level and structural diversity, 
and, accordingly, changes in public revenues (especially oil ones) in the economy. The research seeks to 
demonstrate the impact of that change on those variables, since the research shows the dominance of oil 
revenues on total public revenues, which indicates the extent of the structural imbalance in the structure of 
exports to the Iraqi economy, along with a significant weakness of other sources in the formation of public 
revenues in the period between 2008 and 2021. The research also highlights a need for the government to 
develop a clear strategy aimed at managing and allocating oil wealth optimally according to a well-studied 
economic vision in order to reduce the structural distortion that the national economy suffers from, with an 
emphasis on the need to work on complementing oil revenues with reconstruction and developing the real 
economy and to diversify sources of income in the economy in order not to depend on oil exports to finance 
the general budget and control inflation rates.
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Аналіз та вимірювання впливу змін державних доходів 
на деякі макрозмінні економіки Іраку з 2008 по 2021 рік
Анотація. Державні доходи визначають те, як уряди можуть фінансувати свої державні витрати 
та програми розвитку. Коливання цих доходів має негативний вплив на життя будь-якої країни, 
незалежно від рівня її економічного розвитку та структурної різноманітності. Метою дослідження 
є вплив коливань рівня державних доходів на обсяг державних витрат, рівень інфляції та валовий 
внутрішній продукт з огляду на те, що в Іраку обсяг державних доходів від нафти є вищим від обсягу 
державних доходів, отриманих з інших джерел, що вказує на дисбаланс у структурі експорту Іраку 
у період з 2008 по 2021 рр. Автор дослідження рекомендує уряду Іраку розробити чітку стратегію, 
спрямовану на оптимальне управління та розподіл нафтових багатств, щоб зменшити структурний 
дисбаланс, від якого потерпає національна економіка, з акцентом на необхідності визначення шляхів 
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доповнення доходів, отриманих від продажу нафти від нафти доходами отриманими як результат 
реконструкції та розвитку реального сектору економіки. Автор дослідження наголошує на необхідності 
диверсифікувати джерела доходу в економіці для того, щоб не залежати від надходжень від експорту 
нафти для фінансування загального бюджету та контролю темпів інфляції.
Ключові слова: державні доходи; грошова маса; інфляція; валовий внутрішній продукт; вплив 
державних доходів на макроекономічні змінні.
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Анализ и измерение влияния изменений государственных доходов 
на некоторые макропеременные иракской экономики с 2008 по 2021 годы
Аннотация. Государственные доходы определяют то, в какой мере правительства могут 
финансировать свои государственные расходы и программы развития. Колебания этих 
доходов оказывают негативное влияние на общую жизнь любой страны, независимо от уровня 
её экономического развития и структурного разнообразия. Целью данного исследования 
является изучение того, насколько изменения уровня государственных доходов влияет на объем 
государственных расходов, уровень инфляции и валовой внутренний продукт с учетом того, что в 
Ираке уровень доходов, полученных от реализации нефти превышает уровень государственных 
доходов, полученных из других источников, что указывает на дисбаланс в структуре экспорта в 
экономике Ирака в период с 2008 по 2021 годы. Автор исследования рекомендует правительству 
Ирака разработать четкую стратегию, направленную на оптимальное управление и распределение 
нефтяных богатств с целью снижения уровня структурного дисбаланса, от которого страдает 
национальная экономика, с упором на необходимость поиска способов дополнить доходы, 
полученные от продажи нефти, доходами, полученными в результате проведения реконструкции 
и развития реального сектора экономики. Автор исследованя также обращает внимание на 
необходимость диверсифицировать источники дохода в экономике для того, чтобы не зависеть 
от экспорта нефти в контексте финансирования общего бюджета и контроля темпов инфляции.
Ключевые слова: государственные доходы; денежная масса; инфляция; валовой внутренний 
продукт; влияние государственных доходов на макроэкономические переменные.

1. Introduction
Nowadays, as a result of the development of democratic institutions in the world, and their 

various types with the increase in state functions and their interference in economic and social 
affairs. Especially with the shift from the guardian state to the intervening state, so public reve-
nues gained great importance in influencing the overall economic activity, as they are the financial 
means through which the state can implement its general policy, and the tool that distributes pub-
lic burdens according to the principle of justice and equality, and by the backwardness of the Iraqi 
economy (Agénor et al., 2000; Cuñado & Gracia, 2003; Awad, 2021). The inflexibility of its produc-
tion apparatus and the unilateralism that it suffers from, all of this will ensure that public revenues 
have a greater impact if they are in another economy and on this basis, they greatly affect gross 
domestic product, public spending and the rate of inflation, which depends largely on the stabili-
ty of the resulting currency exchange rate. On the application of the foreign currency sale window 
based on foreign revenues generated from abroad and transferred through the Ministry of Finance 
(Attalla & Salman, 2020).

The concept of public revenues has evolved with the development of democratic institutions 
in the world. Its types varied with the increase in state jobs and its interference in economic and 
social affairs. Public revenues are the financial means that enable the state to implement its ge-
neral policy, and the tool that distributes public burdens in accordance with the principle of justice 
and equality (Alzabari et al, 2019). In this period of time, the general public has sought to secure 
the necessary revenues to cover the necessary expenditures, in line with the views of the capita-
list ideology at the time, which says that public finances must be neutral in general and the neutra-
lity of public finances is embodied in the balance of the state’s general budget, on the basis that 
public expenditures are covered by public revenues (Franzen & Vogl., 2013; Gupta et al., 2004; 
Salman & Mohammed, 2020). However, the changes that swept the capitalist system after the 
1929 crisis, which emphasized the necessity of state intervention to ensure economic stability, 
the state began to intervene in economic activities and determine the financial policies that were 
used in the areas of public spending and public revenue, which led to the development of the vo-
lume of public revenues and the multiplicity of its types. The unilateralism experienced by the Ira-
qi economy had a great impact on the fluctuations of public revenues according to the forces of 
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the  international market, which had major effects on the overall macroeconomic variables in Iraq 
(Talab et al., 2019). The research seeks to achieve the following objectives: to Clarify the nature of 
public revenues and their divisions and Study and analysis of the structure of public revenues in 
Iraq in the prevailing era (until 2021).

2. Research Methodology
To achieve the aim of the research and to prove or deny his hypothesis, the researcher relied 

on combining the two methods of inductive and deductive analysis, by analyzing the up-to-date 
data under study and tracking its developments for the purpose of extrapolating the economic 
reality, and then extrapolating the effects and results to reach specific results through the avai-
lable economic tools.

2.1. Research Structure
To understand the aspects of the research, it was divided into four sections: The first topic in-

cluded: What is public revenue and its development in the Iraqi economy, while the second  topic 
included: a study and analysis of the impact of public revenues on some economic variables in 
Iraq, while the third topic discussed the third topic: measuring the impact of revenue changes The 
general study of some macro variables in the macro economy, while the fourth topic included the 
most important conclusions reached by the research and the most prominent proposed recom-
mendations.

2.2. Divisions of public revenues
There are many types of public revenues according to the multiplicity of criteria adopted in their 

division, as follows (Mertens & Ravn, 2013; Awad, 2021):
1. Regular and Extraordinary Revenue: revenues are divided according to the criterion of their 

continuation and its role to a normal recurring during a successive period of time, such as state 
property revenues, taxes and fees, and into exceptional revenues such as public loans that do 
not recur and the new monetary issue, but this division is no longer in effect currently in most 
countries of the world because the periodicity element is not a fixed characteristic of distinction 
(Salman and Mohammed, 2020).

2. Compulsory revenues and voluntary revenues: it is possible to distinguish between state re-
venues according to the criterion of the element of coercion, commitment and the element of 
choice. When states use their legal and legislative authority to collect, it is mandatory revenue 
such as taxes and fines imposed on violators, as for voluntary revenues, it is when it is collec-
ted with the consent of individuals without compensation. Such as donations and donations 
(Talab et al., 2019).

3. Economic revenues and sovereign revenues: such as revenues resulting from state ownership 
and public investments. As for the sovereign revenues, the state obtains it because it has po-
wers and privileges that this right entitles it to, such as sovereign revenues (such as taxes and 
fees) (Thijeel et al., 2018).

3. Results and Discussion 

3.1. Analysis of the structure of public revenues in Iraq
Public revenues are one of the two parts of the general budget, through which it is possible to 

determine the path through which the government intends to implement its objectives, its eco-
nomic and development programs, as it is noted from the analysis of the components of public 
revenues, which shows us in a large way the extent to which the economy depends on oil revenues 
as a main source in financing public spending. In this is the case of all rentier countries for the oil 
sector, as public revenues are a function of oil revenues, and since Iraq is a rentier country that 
depends on oil, this type of economy is more vulnerable to economic fluctuations as soon as any 
negative change occurs in oil revenues.

Public revenues witnessed a remarkable increase for all years of study from 2008 to 2020, 
with the exception of years in which the global economy witnessed crises that culminated in 
their impact on global oil prices, which led to a decline in Iraqi revenues from them in the years 
(2013-2018-2020). The public has approximately (32988850) million dinars, to continue to in-
crease it until it reached nearly (80641041) million dinars in the year (2012) as a result of the rise in 
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oil prices and the increase in exported oil production, but it declined in (2013) about (55234526) 
million dinars, and that Because of the global crisis and the drop in oil prices, and as shown in 
Table 1, then it increased again since (2014), when it reached (70178223) million dinars,  reaching 
a peak of (119466403) million dinars in the year (2016). The main reason behind this improvement 
is The stability of the global oil market, but these revenues decreased in (2017) to reach about 
(113660075) million dinars and the continued decline of public revenues in the last three years due 
largely to the decline in oil prices, which led to the emergence of a deficit in the gene ral bud get, 
as the revenues reached The nation (105553850) million dinars in the year (2018) and conti nued 
to decline to reach (54409270) million dinars in the year (2020), at a rate of decrease of about 
(-94.8%) for the same period, as the oil sector is the main source and one of the pillars of the Iraqi 
economy as it is a major source in The process of financing the general budget in Iraq, as well as 
a source in the provision of foreign hard currency that have a role in developing economic sectors 
and that have a significant impact on the gross domestic product and thus achieve high growth 
rates that push the Iraqi economy towards progress. Oil revenues in Iraq have been characterized 
throughout the period. The study by fluctuation as a result of global events that affected oil pri ces 
and then on production capacity and exports, as well as the events and wars that Iraq has gone 
through is evident through tracking the data of Table 1 the size of oil revenues and their relative to 
public revenues:

The proportions of the research work based on the table data itself It is also evident from 
the same table that oil revenues have occupied a great position in terms of the importance of 
their vo lume in public revenues, while tax revenues and other revenues constitute a very small 
percen tage compared to them during the study period, so it is noted that oil revenues increased 
from (32298111) million dinars in (2008) by (97.9%) of public revenues to reach (75311190) 
million dinars in (2012) as a result of the high demand for oil and the rise in oil prices in the 
internatio nal markets, at a rate of (93.3%), and this explains to us the dependence of the bud-
get largely on oil revenues and continued This percentage fluctuated to reach (84.8%) in (2013), 
while oil revenues in the same year amounted to (46855393) million dinars. This decrease came 
due to the glo bal financial crisis that had a significant impact on the decline in oil revenues and 
the decrease in the exchange rate of the US dollar as a result of the oil revenues being linked 
to the global market While the year (2014) witnessed an increase in the volume of oil revenues, 
as they amounted to (62061730) million dinars, to continue to rise to reach (108692809) million 
dinars in (2016), which is the highest le vel that oil revenues have reached, while its percentage 
From public revenues (90.9%), this came due to the stability of global demand rates and the in-
crease in oil exports, but after that the gradual decline began. After (2017), oil revenues amoun-
ted to (108323859) million dinars, at a rate of (95.3%), from public revenues in what happened 
in a year. (2018) a decrease in oil revenues, as they amounted to (95174441) million dinars to 
reach (44267063) million dinars in (2020). Despite the decrease in oil revenues, they still consti-
tute the largest percentage of public revenues. The instability of oil revenues creates obstacles 
to the work of fiscal policy Fluctuations in the volume of oil revenues resulting from fluctuations 
in oil prices represent in and of themselves a big problem facing fiscal policy makers in most oil-
producing countries, including Iraq, and for the purpose of confrontation, one or two paths can 

Table 1: 
Structure of public revenues in Iraq for the period 2008-2020 (million dinars)

Source: Ministry of Finance, Economic Department



81

ECONOMIC ANNALS-XXI
ECONOMICS AND MANAGEMENT OF NATIONAL ECONOMY

Hussein, M. Y. / Economic Annals-XXI (2021), 188(3-4), 77-84

be adopted, or both. The first path is directing oil revenues towards developing structures and 
infrastructure for the development of productive sectors And all services, and the second track 
is to save part of its oil revenues and then re-invest them internally or abroad in sovereign wealth 
funds. The creation of these funds came to match the circumstances of each. This means that 
these funds could play a vital role in the state’s economy, if they were properly managed, as is 
the case in the Gulf countries.

With regard to tax revenues, taxes are an important sovereign revenue, and one of the financial 
policy tools and the second source of public revenues in Iraq in terms of importance comes after 
oil revenues as they are used in financing public expenditures, where tax revenues witnessed an 
absolute increase, reaching (294900) million dinars in a year 2008) to reach about (3334809) mil-
lion dinars in the year (2013), but it decreased in (2014) to reach about (1532438) million dinars in 
the year (2014), to rise again during the period (2015-2017) To reach about (1783593) million di-
nars in (2015), to reach (2876856) million dinars in (2017) and as shown in Figure 1, while tax re-
venues decreased in the years (2018-2019) to reach (1891538) and (1618652). One million dinars, 
respectively, then it increased again in 2020 to reach (3861896) million dinars due to the decrease 
in oil revenues.

We deduce from this the ineffectiveness of tax policy in Iraq in achieving its financial functions 
except for the years (2013-2020). It is noticed during these two years a slight increase in these re-
venues, and despite their high, this increase will not have an impact on the total public revenues, 
where despite its rise it did not exceed up to (7%) at its best in (2020) as well as in (2013), as its 
contribution to public revenues reached about (6%). This improvement is due to the result of the 
decrease in oil prices and not the result of the improvement in the tax revenue as it decreased Af-
ter that, it reached about (2.2%) in (2016), which confirms the weakness of the financing role of 
the tax proceeds.

The fluctuation in the percentage of the contribution of tax revenues to public revenues is due to 
a set of reasons, the most important of which is the security and political instability that the study 
period witnessed, as well as the negative conditions that affected the collection of tax revenues. 
The ineffectiveness of regulatory agencies. And the spread of tax evasion, weak oversight, and 
administrative corruption. Decreased tax awareness among citizens and reliance on traditional 
methods of tax estimation.

As for other revenues, they witnessed a remarkable fluctuation during the study period, as they 
reached (395839) million dinars in (2008) to reach about (4344014) million dinars in (2012), then 
they increased during the year. The period (2013-2016) as it reached (5053324) million dinars, 
and in proportion to public revenues (9.1%) in (2013), to reach (8140237) million dinars, and at a 
rate (6.8%) of public revenues due to the improvement in the security situation and the improve-
ment of the economic situation, after which it fluctuated between the rise and fall during the pe-
riod (2008-2020), as shown in the following Figure 1.

We conclude from this that the highest percentage recorded by other revenues in relation to 
public revenues is (11.5%), and that is in (2020), followed by (2014), as it reached (9.38%), as 

Figure 1: 
Structure of public revenues in Iraq for the period 2008-2020

Source: Compiled by the author 
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 other revenues still constitute a small percentage of public revenues, as it is noted through The 
table that the percentage of other revenues’ contribution was fluctuating between high and low, 
and this indicates the distortion and weakness of sources of formation of public revenues com-
pared with oil revenues, as shown in the figure above.

3.2. The effect of public revenues on financing public expenditures
Public revenues are the tool through which the government can satisfy the needs of its citizens 

through its financing of public spending. Table 2 notes that public revenues contributed to finan-
cing public spending at a rate of more than (100%) from 2008 to 2016 and this came because of 
the increase in revenues. On the one hand, and the general mismanagement of funds, most go-
vernment budgets start with an intended deficit and end with a financial surplus on the other hand, 
while this percentage has decreased, starting in 2017, when it reached about (95%), and despite 
its decrease compared to other years, it is also a high percentage. 

3.3. The impact of public revenues on gross domestic product
Public revenues are the main engine of the fiscal policy and are considered one of the most im-

portant tools affecting economic growth, as public revenues represent a center of gravity in the 
budget movement, and are the main source and basis for financing public spending in its two 
parts (operational and investment), as it is noted through Table 3 that the revenues has risen in the 
year (2008), as it reached (32988850) million dinars, while the ratio of public re venues to GDP was 
recorded (61.9%). High annual growth of public revenues (46.71) compared with recent years and 
in proportion to its contribution to the gross domestic product, as it reached (51.3%) due to the 
high oil prices, which led to an increase in public revenues.

Table 2: 
Percentage of public spending financing in the Iraqi economy for the period 2008-2020 
(million dinars)

Source: The Central Bank, the General Directorate of Statistics and Research, the statistical bulletin, the annual 
financial report, sporadic years

Table 3: 
Public revenue index and its ratio to the gross domestic product in Iraq for the period 2008-2020 
(million dinars)

Source: Ministry of Planning, Central Economic Organization, National Accounts Directorate, multiple years
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It is clear from the table that public revenues have decreased to reach (55243526) million di-
nars in (2013), at an annual growth rate (-31.49) and in proportion to its contribution to the gross 
domestic product (42.2858%). One million dinars, with a growth rate of (27.03%), and public re-
venues continued to rise in the years (2015 and 2016), due to the increase in oil exports and the in-
crease in demand for it, but this increase did not continue due to the decline in crude oil prices, as 
the price per barrel reached (44) Dollars after mid-year (2018), which reflects this dependence of 
the state’s public revenues on oil mainly, as the public revenues for the years (2019-2020) amoun-
ted to (72546345 and 54409270) million dinars, respectively, with a negative annual growth rate 
of (-31.27) (-25.00). Respectively, and by the percentage of its contribution to the GDP (36.3%) 
(26.6%), as shown in Figure 2.

This effect can be illustrated by the public spending variable, as public spending is a function of 
public revenues and the increase in spending is reflected in the increase in the money supply and 
then the effect of that on inflation rates, and based on that, this period has witnessed major shifts 
and changes in activity In Iraq, the economic trend in Iraq was represented by the trend towards a 
market economy and the opening of the import door wide without quality and quantity control on 
imported goods and services, as well as the freedom of foreign exchange of foreign currencies, 
the great expansion in the administrative organs of the government and the army and police insti-
tutions, and an increase in wages and salaries, due to the rise. 

4. Conclusions
1. The dominance of oil revenues over total public revenues, which indicates the extent of the 

structural imbalance in the structure of exports to the Iraqi economy, with a significant weak-
ness in the contribution of other revenues to the formation of public revenues.

2. Public revenues contributed to financing public spending at a rate of more than (100%) un-
til 2016 and this came due to the increase in oil revenues on the one hand and the general 
mismanagement of funds, so most government budgets start with an intended deficit and 
end with a financial surplus on the other hand, with a decrease in that percentage in Recent 
years.

3. The percentage of public revenues’ contribution to the formation of the gross domestic product 
has decreased significantly in the last years of the study period until it reached less than 30%.

4. Public revenues through the public spending channel did not contribute to increasing the in-
flation rate, due to the monetary authority’s success in maintaining the general level of prices 
 within an acceptable global range by using it for the currency sale window.
The existence of a long and short-term equilibrium relationship between public revenues, 

GDP and the rate of inflation, according to Johansen’s test of joint complementarity and Cran-
ger’s causation.

Figure 2: 
Ratio of public revenues to GDP in Iraq for the period 2008-2020

Source: Compiled by the author 
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