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Measuring the effect of cash credit
on industrial production in Iraq for the period of 2003-2020

Abstract. The monetary sector in Irag occupies a distinguished position as it manages the movement of
money, which is the main engine of economic activity. The importance of research is determined by studying
the relationship between cash credit and its role in fostering economic activities, especially in the industrial
sector. The authors of the research aim to study and analyze the nature of domestic credit in Iraq and its role
in developing the industrial sector. The research originates from the hypothesis that credit changes in Iraq
have a major role in developing industrial economic activities. In order to reach the purpose of the research
and verify the hypothesis, an analysis of the domestic crediting in Iraq, along with its role in the development
of the industrial sector, and the causal importance of the types of cash credit in Iraq was carried out. In this
study, the descriptive inductive approach is relied on the analysis of monetary credit indicators in Irag. In
addition to the quantitative method of analyzing the available data on the relationship between cash credit
and the industrial sector, the authors used the EViews 12 software.
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AHoTauia. POLLIOBO-KPEeaANTHUIN CEKTOP B Ipaky 3aiMae BM3HA4YHI MO3uLi, OCKINIbKN KEPYE PYXOM rPOLLEN,
O € OCHOBHUM ABUIYHOM €KOHOMIYHOI AiSNIbHOCTI. BaxnmeicTb JOCNIAXEHHS OOYMOBNEHO BUBYEHHAM
B32EMO3B’ 13Ky MiX MPOLLIOBMMN KpeanTamMu Ta iX poJiIio B €KOHOMIYHIN AisfbHOCTI, 30KpemMa NpoOMUCIIOBOro
cekTopy. JocnigxeHHs Mae Ha MeTi BUBYMTM Ta NpoaHaniayBatv NpUpoLy BHYTPILIHLOIO KPeauTyBaHHS
B Ipaky Ta 1Aoro ponb y po3BUTKY NPOMMUCIOBOrO cektopa. ABTopamMu JOCHIAXEHHS Oy/i0 BCTAHOBJIEHO,
WO 3MiHW Y BHYTPILWHBbOMY KpeanTyBaHHI B Ipaky BiAirpaTb BaXIMBY POJSib Y PO3BUTKY MPOMUCIOBOI Ta
€KOHOMIYHOI AianbHoCTI. [na OOCArHEeHHs MeTU AO0CNIOXEeHHs Ta MepeBipkn BUCYHYTOI rinote3u 0yno
MPOBEAEHO aHani3 BHYTPILWIHLOro KpeanTyBaHHSA B lpaky, Moro poni y po3BnTKy NPOMUCIIOBOCTI CEKTOPY,
a Takox Oyno npoaHanisoBaHO BaX/IMBICTb FOTIBKOBUX KpeauTiB B Ipaky. Y LbOMY OOCAIOXEHHI B OCHOBY
OMMCOBO-IHAYKTMBHWIA MeToAy Oyno NoKNaaeHo aHani3 NoKasHUMKIB rPOLLIOBOro KpeamTyBaHHs B Ipaky. Okpim
KifIbKiCHOrO MeToAy Npuv aHanisi HagBHUX JaHMX NPO B3aEMO3B’A30K rOTIBKOBUX KPEAUTIB i3 MPOMUCIIOBUM
ceKkTopoM ByN10 BUKOPUCTAHO nporpamMHe 3abeanedyeHHs EViews12.

KniouoBi cnoBa: npoMncioBe BUPOOHULTBO; NPUBATHI OaHKK; Aep>XaBHi 6aHKN; CTaTUCTUYHNIA aHani3.
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U3mepeHune BAMSHNS KpeanTa HaJIMdHbIMU Ha NPOMBbILLJIEHHOE NPOon3BOACTBO B Upake

3a nepuog 2003-2020 rr.

AHHOTauma. [leHexXHO-KpeaUTHbIA CeKTop B Mpake urpaeT BaXHYIO POJib, NOCKOJIbKY OH ynpasnseT
OBWXEHVWEM [EHEeXHblIX CPpeaCTB, KOTOpble $BASETCHA OCHOBHbLIM ABUrartefsieM 3KOHOMWYECKOW
hesaATensHoCcTn. BaxHOCTb nccnepoBaHus oOycnoBieHa U3YYEHMEM B3aVMMOCBS3N MEXAY HalN4HbIMU
KpeamTamu 1 nx ponbio B Pa3BUTUM 9KOHOMUYECKON AEATENBHOCTU, OCOOEHHO B MPOMBILLIIEHHOM CEKTOPE.
ViccnepoBaHme HanpasieHo Ha U3yYeHNEe N aHaNn3 XxapakTepa BHYTPEHHEro kpeamTosaHus B Mpake u ero
pOAu B PasBUTUKN NPOMBbILLIIEHHOrO cekTopa. JaHHoe nccnegoBaHne OCHOBAHO Ha rmrnoTese 0 TOM, 4TO
KpeanTHble n3aMmeHeHus B Mpake urpaloT BaXHYIO POJib B Pa3BUTUN MPOMBbILLJIEHHON N 3KOHOMUYECKOM
DesaATenbHOCTU. [na LOCTUXEHNS LLEIM UCCNEeA0BaHMS U MPOBEPKN ero rmnoTe3bl aBTopamMm Obin NpoBeaeH
aHanm3 BHYTPEHHEero KpeamTosaHus B VMipake, ero ponb B passuTun MPOMBILLIEHHOIO CEKTOPAa, a Takxe
OblIV NPOAHaNM3NPOBaHbI BUAbI KpeauTa HanndHbiMu B Vipake. B jaHHOM nccnegoBaHmm onmcaresnbHO-
WHAOYKTUBHBIA METOZ, Obl/T NPMMEHEH NPUY aHanM3e nokasaresien eHeXHO-KpeamuTHoOM nonntukn B Mpake.
MOMMMO KOMMYECTBEHHOINO MEeToAa MNpPU aHanM3e MMEIOLWUXCHA OaHHbIX O B3aMMOCBS3U LEHEXHOro
KpeauTa ¢ NMPOMbILLIJIEHHBIM CEKTOPOM OblS10 MICNOb30BaHO NporpaMmmMmHoe obecnedeHne EViews12.
KniouyeBble cnoBa: nNPOMBbILLIIEHHOE MPOU3BOACTBO; YacTHble ©OaHKW; roCyAapCTBEHHbIE OaHKW;
CTaTUCTUYECKNI aHanmn3.

1. Introduction

In the prevailing era, the credit policy is one of the most important economic policies driving eco-
nomic activity, as it is one of the monetary policy tools. The improvement of the rate of economic
performance is through its impact on the rest of the other sectors, especially the industrial sector
(Awad, 2021). The improvement is made by developing small and medium industrial enterprises and
improving the rates of economic growth through the contribution of the industrial sector to the gross
domestic product. Cash credit is also one of the most important services and facilities provided by
all banks to individuals and institutions in all fields (industrial, commercial, agricultural) and others
(Tang & Yan, 2010; Colombo & Paccagnini, 2020). So that these institutions and sectors can deve-
lop and develop their economic activities. One of the most important services performed by Iraqgi
banks is the process of granting credit to individuals, economic sectors, institutions, public and pri-
vate companies, and investment projects in order to finance all private individual activities as well as
general strategic projects (Hassan & Sabah, 2019; Qin et al., 2020; Mahdi & Al-Naimi, 2021).

Cash credit contributes to solving most financial problems, whether at the level of the individual
or society. It also contributes to improving the level of production and productivity and thus im-
proving economic growth rates by raising the contribution of economic sectors, including the in-
dustrial sector, in the formation of the gross domestic product (Mohammed et al., 2020).

The research acquires its importance from the importance of studying cash credit in Iraq and
the role of banking and financial institutions in financial investment operations. This research also

Zamil, S. M., Bahit, Gh. Sh., & Balhawi, H. K. / Economic Annals-XXI (2021), 188(3-4), 98-103

99



ECONOMIC ANNALS-XXI
ECONOMICS AND MANAGEMENT OF NATIONAL ECONOMY

came to study the relationship between banks’ cash credit and industrial projects through the al-
locations granted for the development. The development of all small and medium industrial en-
terprises due to cash credit effects has a great Important in the overall economic activity. The re-
search starts from the hypothesis that despite the development of Iraq’s cash credit process after
2003. There is a lack of allocations made to the industrial sector compared to the rest of the other
sectors. These issues led to a weakness in industrial projects’ productivity and the percentage of
their contribution to the gross domestic product (Jo, 2014; Wu et al., 2018).

2. Research Methodology

The research relied on the descriptive inductive approach in analyzing cash credit indicators in
Irag. The quantitative method represented by the standard statistical aspect in analyzing the avai-
lable data on the relationship of cash credit with the industrial sector has been carried out using
the Eviews12 program.

2.1. Research Limitation

1. Spatial limits for research: - LIMITED in the study of cash credit for banking institutions in the
Iragi economy.

2. Temporal limits of research: - The temporal limits of the applied aspect of the study are repre-
sented in a time series extending for the period (2003-2020).

2.2. Analyzing the reality of monetary credit in Iraq for the period 2003-2020

The number of banks operating in Iraq has reached 80, which (7) governmental banks include
commercial and specialized banks, (27) private banks, (26) Islamic banks, and (20) branches of
foreign and Arab banks. Despite the presence of private banks in Iraq, the volume of their activity
is still limited compared to government banks that manage about (85%) of the Iragi banking sec-
tor’s total assets. At the same time, private banks manage (15%) of it. The size of the financial as-
sets of governmental and private banks operating in Iraqg amounted to about (190) billion dinars in
2020 and the volume of deposits reached (85) billion dinars. As for the distribution of deposits to
commercial banks in the public and private sectors, government banks acquired (88%) and go-
vernment bank deposits were distributed according to the Central Bank of Iraq by the end of 2020
(30%) of which came from the central government and (48%) from public institutions (Colombo &
Paccagnini, 2020).

Governmental banks have contributed (64.8%) of the total credit granted in 2020 compared
to (24.4%) contributed by the private commercial banks operating in Iraq. The total capital and
reserves amounted to about (10) billion dollars in 2020. The balance of profits of commercial
banks operating in Irag reached about (550) million dollars. The cash credit in Iraqg for the period
(2003-2020) can be analyzed through Table 1.

Table 1:
Cash credit in Iraq for the period 2003-2020
Year Local Cash Change Public Credit ratio Public Credit ratio Public Credit ratio
credit ratio, % sectors | in the public sectors in the private | institution in public
sector, % sector, % institutions, %
2003 0.621 - 0.430 69.2 0.130 20.9 0.61 9.8
2004 0.744 19.8 0.510 68.5 0.180 24.1 0.54 7.2
2005 0.850 14.2 0.620 72.9 0.190 22.3 0.40 4.7
2006 2.664 213.4 1.670 62.6 0.620 23.2 0.374 14.1
2007 3.459 29.8 1.900 54.9 0.810 23.4 0.749 21.6
2008 4.587 32.6 2.130 46.4 1.650 35.9 0.807 17.5
2009 5.690 24.1 2.640 46.3 1.750 30.7 1.300 22.8
2010 11.721 105.9 6.810 58.1 3.700 31.5 1.211 10.3
2011 20.344 73.5 13.640 67.1 4.800 23.5 1.904 9.3
2012 28.438 39.7 19.150 67.3 6.590 23.1 2.698 9.4
2013 29.952 5.3 19.640 65.5 6.990 23.3 3.322 11.1
2014 34.123 13.9 24.054 70.4 7.390 21.6 2.679 7.8
2015 36.752 7.7 25.850 70.3 8.440 22.9 2.462 6.6
2016 37.180 1.1 24.600 66.1 7.370 19.8 5.210 14.1
2017 37.952 2.1 24.810 65.3 8.890 23.4 4.462 11.7
2018 38.486 1.4 25.350 65.8 9.204 23.9 3.932 10.2
2019 39.145 1.7 26.470 67.6 8.120 20.7 4.555 11.6
2020 39.889 1.9 25.690 64.4 9.230 23.1 4.969 12.4

Source: Compiled by the authors
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The volume of cash credit in Irag reached (621) million dinars in 2003 (69.2%) provided by go-
vernment banks, (20.9%) provided by private banks, and (9.8%) provided by public institutions.
After 2003, the scope of granting cash credit by governmental and private banks has gradually ex-
panded due to the Central Bank of Iraqg’s policy in expanding the granting of loans and advances,
as the cash credit reached (11.721) billion dinars in 2010. These loans are as follows: (58.1%) what
was presented by Governmental banks and (31.5%) what private banks that offered and (10.3%)
that public institutions offered.

After 2010, the volume of cash credit increased dramatically, and the volume of credit provided
by private banks in addition to government banks and public financial institutions increased. The vo-
lume of cash credit in Iraq reached (39.889) billion dinars in 2020 (64.4%) provided by government
banks and (23.1%) provided by private banks and (12.4%) offered by public institutions (Kudryav-
tsev, 2021). Loans and advances occupied high priority of importance in the cash credit granted to
the total credit extended over the period (2003-2020) and followed by delinquent debts that star-
ted since 2010. As for the credit granted by economic sectors throughout the period (2003-2020)
there are three economic sectors occupied the largest part of credit as follow: community services
(38%), building and construction (30%) and restaurants and hotels (17%) (Figure1).

2.3. Analyzing the reality of industrial production in Iraq for the period 2003-2020

The industrial production index is considered one of the quantitative indicators that indicate an
increase in the volume of economic activity in the industrial sector. The development in the indus-
trial sector is a measure of the development at the economic and social level. Table 2 shows that
the value of industrial production during the period (2003-2020) can be analyzed.

+ In (2003) the value of industrial production was (303724.2) million dinars, and after (2003) the
highest growth rate was recorded in (2004) reaching (208.7%). After that, the value of industrial
production in that year was (937,681) million dinars.

+ The increase in industrial production gradually continued until it reached (3,678,714) billion di-
nars in 2010 with a growth rate of (7.8%) which was due to the call to encourage national indus-
tries and reduce the percentage of imports.

- The value of industrial production recorded negative annual growth in the years (2013, 2014,
2015), and this growth rate was negative in those years where reaching respectively (9.2%,
21.6%, 20.6%). The reason for that decline in industrial production’s growth rate to the decline
in the value of industrial production in those years.

« After that, industrial production began to increase clarity, reaching (7,645,345) billion dinars in
2020, with an annual growth rate of (5.9%).

+ In the year (2003) the number of large establishments in the industrial sector reached (451) es-
tablishments operating in Iraq. The number of large industrial establishments increased in the
year (2004) to (489) establishments, with an annual growth rate of (8.4%). Then the number of

Figure 1:
Evolution of cash credit by sectors for the period 2003-2020
Source: Compiled by the authors
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Table 2:
The industrial production and the annual growth rate for the period 2003-2020

Year Industrial production Change ratio, % No. of large industrial establishments Change ratio, %
2003 303.724 - 451 -
2004 937.681 208.7 489 8.4
2005 971.031 3.6 452 -7.6
2006 1.473.218 51.7 411 -9.1
2007 1.817.913 23.4 423 2.9
2008 2.64.4173 45.5 487 15.1
2009 3.411.291 29 495 1.6
2010 3.678.714 7.8 500 1
2011 6.132.760 66.7 546 9.2
2012 6.919.449 12.8 686 25.6
2013 6.286.042 -9.2 669 -2.5
2014 4.930.068 -21.6 609 -9
2015 3.915.770 -20.6 621 2
2016 4.155.632 6.1 586 -5.6
2017 6.937.474 66.9 574 -2
2018 6.410.012 -7.6 627 9.2
2019 7.213.455 12.5 720 14.8
2020 7.645.345 5.9 810 12.5

Source: Compiled by the authors

large industrial establishments decreased in (2005 and 2006), to successively (452,411) large
industrial establishments, at a negative annual growth rate of 7.6% (9.1%). This is due to the
suspension of some large industrial establishments in Iraq.

+ The number of large industrial establishments usually increased (from 15in 2007) to reach (423)
establishments with an annual growth rate of (2.9%) and the increase in the number of establi-
shments continued by (2.9%) during the year (2012) when the number of large industrial estab-
lishments increased significantly (25.6%) reaching (686) industrial establishments in that year.

- The increase in the number of large industrial establishments has not continued where the num-
ber decreased in the two years (2013, 2014). The number decreased gradually by (669) and
(609) also by an annual growth rate of (2.5%) and (9%), respectively. Again returns to decrea-
ses in 2014 and decreases.

- In the year (2020), the number of large industrial establishments increased in Iraq, reaching
(810) which is the highest level during the research period reaching the number of establish-
ments by 12.5%. This increase is due to the rehabilitation of some industrial establishments that
were suspended in Iraq due to the unstable security situation.

3. Results and Discussion

3.1. Model description

The data of the standard model can be determined through the Table 3 that concerns the in-
dependent variable (X), which expresses the cash credit in Iraq (billion dinars). As well as the
dependent variable (Y), which expresses industrial production in Iraqg (one billion dinars) for the
duration (2003-2020).

Table 3:

Variables of the Standard Model for the period 2003-2020
Years X Y Years X Y
2003 0.621 303.724 2015 36.752 3.915.770
2004 0.744 937.681 2016 37.180 4.155.632
2005 0.850 971.031 2017 37.952 6.937.474
2006 2.664 1.473.218 2018 38.486 6.410.012
2007 3.459 1.817.913 2019 39.145 7.213.455
2008 4.587 2.64.4173 2014 39.889 7.645.345
2009 5.690 3.411.291 2015 36.752 3.915.770
2010 11.721 3.678.714 2016 37.180 4.155.632
2011 20.344 6.132.760 2017 37.952 6.937.474
2012 28.438 6.919.449 2018 38.486 6.410.012
2013 29.952 6.286.042 2019 39.145 7.213.455
2014 34.123 4.930.068 2020 39.889 7.645.345

Source: Compiled by the authors
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4. Conclusions

Cash credit has great importance in developing the banking business and achieving econo-
mic growth to develop the economic sectors, especially the industrial sector. This growth can be
achieved by providing the required financial financing.

Through the practical side’s findings, there is a positive relationship between the cash credit
and the industrial sector in Iraq for the period (2003-2020). However, these industrial sectors still
do not constitute only a small percentage of the gross domestic product.

The value of cash credit has increased in Iraq for the period (2003-2020) can be divided into
three economic sectors that occupied the largest part of the credit, community services (38%),
building and construction (30%), and restaurants and hotels (17%). The loans and advances
ranked first in terms of the volume of credit and exposed credit. Then the discounted commercial
paper of the delinquent debts.

5. Recommendations

Developing the credit capacity of all banks in granting loans by easing the legal procedures and
guarantees imposed in order to enable the largest number of individuals to obtain these loans.

It is necessary for the Central Bank of Iraq to take measures and policies to regulate banks’
work in granting cash credit, monitor the basic objectives of this credit, and raise their ability to fi-
nance economic activity.

Granting of a cash credit to the basic sectors of the national economy. Such as the agricultural
and industrial sectors, along with the water and electricity sector.

References

1. Awad, R. K. R., Abass, S. H., & Battal, A. H. (2021). The Effect of Economic Globalization Indicators on the Human
Development Index: A Case Study of Iraq for the Period (2004-2019). Psychology and Education, 58(2), 11430-11452.
http://psychologyandeducation.net/pae/index.php/pae/article/view/4326/3838

2. Colombo, V., & Paccagnini, A. (2020). Does the credit supply shock have asymmetric effects on macroeconomic
variables? Economics Letters, 188, 108958. https://doi.org/10.1016/j.econlet.2020.108958

3. Hassan, K. G., & Sabah, W. (2019). Measuring the impact of some macroeconomic variables on the stock price
index in the Iraq Stock Exchange for the period (2006-2015). Academic Journal of Nawroz University, 8(4), 93-106.
https://doi.org/10.25007/ajnu.v8nd4ad41

4. Jo, S. (2014). The effects of oil price uncertainty on global real economic activity. Journal of Money, Credit and
Banking, 46(6), 1113-1135. https://doi.org/10.1111/jmcb. 12135

5. Kudryavtsey, A. (2021). The correlation between stock returns before and after analyst recommendation revisions.
Economic Annals, 66(228), 69-100. https://doi.org/10.2298/EKA2128069K

6. Mahdi, D. S., & Al-Naimi, A. T. (2021). Credit Impact on Firm Profitability in Iraqi, Jordanian, and Kuwaiti Stock
Markets. The Journal of Asian Finance, Economics and Business, 8(3), 469-477. https://doi.org/10.13106/jafeb.2021.
vol8.n03.0469

7. Mohammed, R. A., Abdulaali, B. A. K., & Khuzaae, M. H. A. (2020). Cash Comparison Period Comparison of Values of
Companies (Application Study in The Eyes Of Iraqi Industrial Companies). PalArch’s Journal of Archaeology of Egypt/
Egyptology, 17(8), 1121-1133. https://archives.palarch.nl/index.php/jae/article/view/6912

8. Qin, X., Huang, G., Shen, H., & Fu, M. (2020). COVID-19 pandemic and firm-level cash holding-moderating effect of
goodwill and goodwill impairment. Emerging Markets Finance and Trade, 56(10), 2243-2258. https://doi.org/10.1080/
1540496X.2020.1785864

9. Tang, D.Y, &Yan, H. (2010). Market conditions, default risk and credit spreads. Journal of Banking & Finance, 34(4),
743-753. https://doi.org/10.1016/j.jbank{in.2009.05.018

10. Wu, J., Teng, J. T., & Chan, Y. L. (2018). Inventory policies for perishable products with expiration dates and advance-
cash-credit payment schemes. International Journal of Systems Science: Operations & Logistics, 5(4), 310-326.
https://doi.org/10.1080/23302674.2017.1308038

Received 1.03.2021
Received in revised form 29.03.2021

Accepted 31.03.2021
Available online 10.05.2021

Zamil, S. M., Bahit, Gh. Sh., & Balhawi, H. K. / Economic Annals-XXI (2021), 188(3-4), 98-103

103


http://psychologyandeducation.net/pae/index.php/pae/article/view/4326/3838
https://doi.org/10.1016/j.econlet.2020.108958
https://doi.org/10.25007/ajnu.v8n4a441
https://doi.org/10.1111/jmcb.12135
https://doi.org/10.2298/EKA2128069K
https://doi.org/10.13106/jafeb.2021.vol8.no3.0469
https://doi.org/10.13106/jafeb.2021.vol8.no3.0469
https://archives.palarch.nl/index.php/jae/article/view/6912
https://doi.org/10.1080/1540496X.2020.1785864
https://doi.org/10.1080/1540496X.2020.1785864
https://doi.org/10.1016/j.jbankfin.2009.05.018
https://doi.org/10.1080/23302674.2017.1308038

	_Hlk40700955
	_Hlk81931821
	_Hlk69457298
	_Hlk66554940
	_Hlk69458971
	_Hlk69457925
	_Hlk66554898
	_Hlk51566111
	_Hlk66554839
	_Hlk69457782
	_Hlk51567224
	_Hlk51567110
	_Hlk51566618
	_Hlk51567021
	_Hlk69458859
	_Hlk51566075
	_Hlk63081778
	_Hlk63083097
	_Hlk63087306
	_GoBack
	_GoBack
	_GoBack
	_GoBack
	_GoBack
	_GoBack
	_h5ig1nf13jsi
	_ahkg2hx2ec20
	_nnwovpe9msbg
	_GoBack
	_GoBack
	_GoBack
	_GoBack
	_GoBack
	_GoBack
	_Hlk78147851
	_Hlk78147952
	_Hlk79910983
	_Hlk70192673
	_Hlk79259117
	_Hlk79662595
	_Hlk79666542
	_Hlk79660841

