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Analyze the effect of some fiscal policy variables on changing unemployment rates for the
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1990 - 2016 (Iraq case study)
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Abstract: Unemployment is a macroeconomic problem that needs a
range of solutions to address it. opinions differed on this problem, some
of them did not believe in the existence of this problem(the classic
school). The free market is worth solving this problem. The Keynesian
school acknowledged the existence of this problem in economics.
Government intervention deserves to be resolved through effective
demand policy. This led the United States and the major industrialized
countries to intervene in the economic life since the Great Depression
of the 1930s to enhance the general economic activity and achieve
stability, because of the development that has taken place in societies,
there are many types of the problem of unemployment, which prompted
economic policies to address them in many ways, For example, in the
early nineties of the last century Egypt entered into a package of
economic and financial policies after the implementation of the
economic reform program, which was to liberalize the exchange rate of
the pound and increase tax revenues and rationalize public spending,
following austerity fiscal policy, which resulted in a decline in the growth
rates of public expenditure and the proportion of GDP, As far as the
methods of tackling unemployment through fiscal policy and
instruments are concerned, they have had modest contributions,
especially in developing countries, including Iraq,
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due to the political conditions that have clearly reflected on the economic
situation, Unemployment rates have risen, especially after 2003, making
the Iragi government begin to develop remedies to alleviate this problem
and try to use the tools of fiscal policy such as taxes and public spending
to mobilize aggregate demand and attract the largest possible number of
labor, Despite these methods to address the problem of unemployment,
but these methods are still weak impact, which requires effective
coordination between the fiscal and monetary policy to reduce
unemployment.
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Year Public Gr Expenditure Gr | Expenditure. Gr GDP Exp/
Expenditure .Consumption Investment GDP%

1990 14.179 11.357 - 2.822 - 24.399 58.1
1991 17.497 23.40 15.653 | 37.82 1.844 | -34.65 23.185 755
1992 32.883 87.93 25.876 | 65.31 7.007 | 280.00 59.609 55.2
1993 68.954 109.7 50.060 93.46 18.894 | 169.64 145.221 47.5
1994 199.442 189.2 171.742 243.0 27.700 46.60 715.377 27.9
1995 690.784 246.3 605.838 | 252..7 84.946 | 206.66 2285.863 30.2
1996 542.542 -21.46 506.102 | -16.46 36.440 | -57.10 2620.966 20.7
1997 605.802 11.65 534.095 5.53 71.707 96.78 14827.367 4.1
1998 920.501 51.94 824.705 | 54.41 95.796 | 33.59 16912.387 54
1999 1033.552 12.28 831.592 0.83 201.960 | 110.82 34273.928 3.0
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2000 1498.700 45.00 1151.663 | 38.48 347.037 | 71.83 50486.076 3.0
2001 2079.727 38.76 1490.866 | 29.45 578.861 | 66.80 41611.411 19.2
2002 3226.927 55.16 1761.927 18.18 1465.000 | 153.08 41022.927 7.9
2003 1982.548 -38.56 1784.293 1.27 198.255 | -86.46 29585.789 6.7
2004 32117.491 1520 29102.758 1531 3014.733 | 1420.6 53235.359 60.3
3
2005 26375.175 -17.87 21803.157 | -25.08 4572.018 | 51.65 73533.599 35.9
2006 37494.459 42.15 31575.798 | 44.82 5918.661 | 29.45 95587.955 39.2
2007 39308.348 4.83 32719.836 3.62 6588.512 11.31 | 111455.813 35.3
2008 67277.196 71.15 52301.181 59.84 14976.015 | 127.30 | 155982.258 431
2009 55589.720 -17.37 45941.062 | -12.16 9648.658 | -35.57 | 130805.610 425
2010 70134.201 26.16 54580.860 18.80 15553.341 61.20 | 162064.566 43.3
2011 YAvey 111 12.29 60925.553 11.62 17832.112 14.65 | 217327.107 36.2
2012 105139.575 33.49 75788.623 | 24.39 29350.951 | 64.60 | 251666.999 41.8
2013 Y14V YY 00 13.30 78746.806 3.90 40380.749 | 37.57 | 273587.529 435
201Af *ﬂi\/'ﬂ‘.o\‘“‘l _Y. ¢o TOYAQ AYY YA YAEVY VY YV 258900.633 AT
2015 AEARAOCAL -Yov) 51832.839 | -Y.. 1) 18564.676 | -YV.+) | 191715.792 36.7
2016 67067.430 -4.73 51173.430 -1.27 15894.000 | -14.38 | 203869.832 329
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year | Domestic Gr | Externa Gr | Public Gr GDP*| Public | Domesti | External

Debt* | Debt Debt Debt | c Debt Debt

/IGDP%* Dl Dl

1990 22713 22713 6099.7 372 | 40 YY 90.852
1991 4.647 42100 | 85.35 46.747 | 1058 23185 2016 | 46.47 421

1992 3.634 | -21.79 45632 8.39 49.266 5.4 28385 1735 [ 76.314 | 958.272

1993 1.859 | -48.84 49.460 8.39 51.319 4.16 1962.4 2615 | 137.566 | 3660.04

1994 0.706 | -62.02 53.610 8.39 54.316 5.8 1561.9 3477 | 323.348 | 24553.3
8

1995 0554 | -2152 58.108 8.39 58.662 8.00 13655 4296 | 927.396 | 97272.7
92
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1996 1.086 | 96.02 62.983 8.39 64.069 9.21 2240.1 286 | 1270.62 | 73690.1
1
1997 1.006 -7.36 68.268 8.39 69.274 8.12 10079.8 687 | 1479.82 100422.
6 228
1998 1213 | 2057 73.995 8.39 75.208 8.56 10439.7 720 | 1965.06 | 119871,
9
1999 1.118 -7.83 80.239 8.43 81.357 8.17 17380.3 468 | 2204.69 | 158231.
6 308
2000 1.340 19.85 86.933 8.34 88.273 8.50 26158.6 337 | 2586.2 167780.
69
2001 1.842 | 37.46 94.226 8.39 96.068 8.83 21571.5 445 | 355321 | 181761.
8 954
2002 2452 | 3311 | 102.132 839 | 104.584 8.86 20962.1 499 | 479856 | 199872.
4 324
2003 2.863 16.76 110.701 8.39 113.564 8.58 15282.0 743 | 5542.76 | 214317.
8 136
2004 4078 | 4243 120.000 8.40 | 124.078 9.25 36638.2 338 | 5925.33 | 174360
4
2005 4250 | 421 7.107 | -94.07 11357 | -90.84 49954.9 227 | 6256 104615
04
2006 3.827 -9.95 5.451 -23.30 9.278 -18.30 64805.4 143 | 5644.82 | 8040.22
5 5
2007 4099 | 7.10 6.200 | 13.74 10299 | 11.00 87968.2 12 5193.43 | 7855.4
3
2008 3.703 -9.66 5.978 -3.58 9.681 -6.00 129661.0 75| 4454.70 7191.53
9 4
2009 7.135 | 92.68 2522 | -57.81 9657 | -0.24 | 1106646 87| 8433.57 | 2981.00
4
2010 7741 | 850 0.000 -1 7741 -1984 | 136648.0 571918082 | 0
6
2011 6.226 | -19.57 1.310 0 7.536 -2.64 181711.6 41| 7446.29 1566.76
6
2012 5310 | -14.71 2.230 70.22 7.540 0.05 204109.5 3.7 | 6547.23 2749.59
2013 3.454 | -34.95 4010 | 79.82 7464 | -1.00 | 222067.8 34| 425532 | 4940.32
8
2014 7.842 | 127.04 0.345 -91.39 8.187 9.68 213262.5 3.8 | 9520.18 | 418.83
8
2015 AYY) TN $EA Y4 Ao Avia \AK yoYyoo ¢ oy 10484.4 564.48
6
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Year Unemployment Rate Gr
1990 55
1991 6.5 0.18
1992 75 0.15
1993 8.5 0.13
1994 10.5 0.23
1995 12.9 22.85
1996 13.9 7.75
1997 15.4 10.80
1998 17.4 12.98
1999 20.2 16.09
2000 22.4 10.89
2001 24.6 9.82
2002 26.7 8.53
2003 28.1 5.24
2004 26.8 -4.62
2005 17.9 -33.20
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2006 17.5 -2.23
2007 11.7 -33.14
2008 15.3 0.65
2009 14.0 -8.49
2010 12.0 -14.28
2011 111 -1.5
2012 11.9 7.20
2013 11.0 -7.56
2014 16.4 49.09
2016 10.82 - 34.02
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UNIT ROOT TEST RESULTS TABLE (ADF)
Null Hypothesis: the variable has a unit root
At Level
ED DD GDP IE CE PE UR
-1.2754 -1.0719 -0.4516 3.0380 -0.6699 3.6142 -1.6565 t-Statistic | With Constant
0.6245 0.7056 0.8851 1.0000 0.8368 1.0000 0.4401 Prob.
no no n0 n0 no no n0
-1.5300 -4.3966 -2.4454 2.4962 -2.0222 0.7410 -1.3258 t-Statistic With Constant & Trend
0.7913 0.0104 0.3493 1.0000 0.5615 0.9993 0.8574 Prob.
no0 * n0 n0 no n0 n0
-0.9912 0.1979 -0.6259 -0.4424 0.2033 4.6979 -0.2910 t-Statistic Without Constant & Trend
0.2794 0.7332 0.4356 0.5126 0.7369 1.0000 0.5708 Prob.
no no n0 n0 n0 n0 n0
At First Difference




d(ED) d(DD) d(GDP) d(IE) d(CE) d(PE) d(UR)
-3.8040 -6.1545 -2.4093 2.3652 -5.0001 0.2901 -2.0313 t-Statistic | With Constant
0.0086 0.0001 0.1498 0.9999 0.0005 0.9711 0.2723 Prob.
*k% *k% no no *k% no no
-3.8975 -1.9904 -2.0440 -4.9273 -4.8483 -8.3855 -4.8794 t-Statistic | With Constant & Trend
0.0283 0.5711 0.5491 0.0039 0.0037 0.0000 0.0035 Prob.
*% no no *kk *k% *k% K%k
-3.8895 -0.9722 -2.3930 3.1452 -4.7828 1.1981 -2.0886 t-Statistic | Without Constant & Trend
0.0004 0.2847 0.0190 0.9988 0.0000 0.9344 0.0378 Prob.
— no o no —— no *
Notes:
a: (*)Significant at the 10%; (**)Significant at the 5%; (***) Significant at the 1% and (no) Not Significant
| | | b: Lag Length based on SIC
c: Probability based on MacKinnon (1996) one-sided p-values.

Lags interval (in first differences): 1to 1

Eviews 9.5 zaliy clajid g cpfialdl slae) (g 1 jaadll
@ iall )
b e (e pddinal) ouldll z3gell Clyatie Gn V) dish Gl @lia o) b Ajes (il
daaally « ) el Pl e bl Jalsll Gouslagn sl P e zagall Hlasl 5
daidlly YY) adlas) o 3 ) dish Gls e ssima zisall O ciiy ((eakaall 3isadl)

Aspal) lead o 5] cilS (alaal) 530aal
A pdall Jalill G guilasa Hladl z50 () Jeaa
Date: 03/23/19 Time: 14:53
Sample (adjusted): 1990Q3 2015Q4
Included observations: 102 after adjustments

Trend assumption: Linear deterministic trend
Series: UR CE DD ED GDP IE PE

Unrestricted Cointegration Rank Test (Trace)

0.05 Trace Hypothesized
Prob.** Critical Value  Statistic Eigenvalue No. of CE(s)
0.0000 125.6154 162.9431 0.413851 None *
0.0050 95.75366 108.4566 0.292535 At most 1 *
0.0264 69.81889 73.15772 0.241635 At most 2 *
0.0915 47.85613 44.94553 0.200921 At most 3
0.2948 29.79707 22.06744 0.152922 At most 4
0.7939 15.49471 5.139319 0.049065 At most 5
0.9292 3.841466 0.007783 7.63E-05 At most 6

Trace test indicates 3 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
*MacKinnon-Haug-Michelis (1999) p-values
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Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

0.05 Max-Eigen Hypothesized

Prob.** Critical Value  Statistic Eigenvalue No. of CE(s)
0.0053 46.23142 54.48652 0.413851 None *
0.1567 40.07757 35.29888 0.292535 At most 1
0.2039 33.87687 28.21219 0.241635 At most 2
0.1787 27.58434 22.87809 0.200921 At most 3
0.1754 21.13162 16.92812 0.152922 At most 4
0.7251 14.26460 5.131536 0.049065 At most 5
0.9292 3.841466 0.007783 7.63E-05 At most 6

Max-eigenvalue test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
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LJiaY) shalall sa sl
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VAR Lag Order Selection Criteria
Endogenous variables: UR CE DD ED GDP IE PE
Exogenous variables: C
Date: 03/23/19 Time: 15:29
Sample: 1990Q1 2015Q4
Included observations: 100

HQ SC AIC FPE LR LogL Lag
121.3256 121.4341 121.2518 1.08e+44 NA -6055.589 0
100.0090 100.8775 99.41859 3.55e+34 2098.812 -4914.930 1
98.06830* 99.69666* 96.96123* 3.09e+33* 292.1762* -4743.061 2
98.91641 101.3047 97.29270 4.45e+33 50.58519 -4710.635 3
99.85487 103.0030 97.71452 7.27e+33 39.63063 -4682.726 4

* indicates lag order selected by the criterion
LR: sequential modified LR test statistic (each test at 5% level)

FPE: Final prediction error

AIC: Akaike information criterion

SC: Schwarz information criterion
HQ: Hannan-Quinn information criterion
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Uadll st dilias) o JaaD (Vector Error Correction) Uaall asaat 73 s J3A (e
Jidi ) <l paiall JLEA) (8 73 gaill A8y e Ja 138 5 & gina g Al a5 (-0.058164) <l
Aapmia ) gy bl
Uadll e 3 i il (V) J s

Vector Error Correction Estimates

Date: 03/23/19 Time: 15:32

Sample (adjusted): 1990Q4 2015Q4

Included observations: 101 after adjustments

Standard errors in () & t-statistics in [ ]

D(PE) D(IE) D(GDP) D(ED) D(DD) D(CE) D(UR) Error Correction:
6411.824 | -4032.925 | -6671.911 78500.33 588.9190 7745748 | -0.058164 | CointEql
(6336.83) (2172.66) (8720.85) (14492.1) (765.927) (4727.82) (0.01340)

[1.01184] [-1.85621] [-0.76505] [5.41677] [0.76890] [1.63833] [4.33958]
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