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Measuring and analyzing the impact of the monetary sterilization
policy on the balance of the Iraqi economy
during the period (2004-2021) using the Kaldor square
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Abstract

Iraq is one of the economies that is characterized by high foreign financial
flows, especially the incoming flows, since Irag has a rentier economy which
depends on production and export of oil only. Irag's exports of crude oil amount to
more than (99%) of the total exports. Therefore, the inflows into Iraq of foreign
currencies are very large in a way that if the monetary authority which is
represented by the Central Bank did not intervene through the monetary
sterilization policy to isolate these foreign flows from the monetary base and offer
money, there could be a decrease in the value of the national currency and an
increase in the general levels of prices and inflation. This, in turn, affects the
stability and both internal and external economic balances. Consequently, this
research aims to analyze the impact of the policy of monetary sterilization on the
economic balance in lIrag, and to achieve this goal, the research relied on the
descriptive approach and quantitative analysis using (ARDL and Caldor square)
using annual data for the period (2004-2021). The research reached at a set of
conclusions of which the monetary sterilization policy followed by the Central
Bank to cancel the harmful effects of foreign financial flows by drawing on foreign
reserves to keep the monetary basis stable, which contributed to improving some
indicators of stability and economic balance at the expense of deteriorating some
other indicators, Such as unemployment and non-oil GDP, and this is that the
policy of monetary sterilization has an impact on the balance of the Iragi economy
in the short term, and this policy should not be continued for long periods because
it is costly and leads to a deterioration in economic indicators.

Key words: Sterilization Policy, Economic Balance, Grosses Domestic Product, Inflation,
Unemployment, External Balance, Caldor's Square.

(*) The research is extracted from a doctoral dissertation of the second researcher.
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