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Measuring the Financial Illusion and its Impact on Government Expendure
Irag Case Study for the Period (2000-2017)

Assist. Lecturer: Sarah Akram khattab
College of Administration and Economics
University of Mosul

Abstract:

According to the theory of financial illusion, citizens in general do not have a
correct perception of financial information systematically, and by mistake they demand for
more government expenditure, the problem of research is that one of the reasons for
increased government spending is the financial illusion of the citizen. The research aims to
analyze the impact of government revenue resources in expenditures of the public sector in
the Iragi economy based on this theory. The importance of research comes from the fact
that the financial illusion of citizens creates the motivation of politicians and decision
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makers to increase government public spending, The research assumed that both oil
revenues and tax revenues, whether direct or indirect, caused financial illusion of
individuals on public expenditure in the Iraqi economy. The research has reached a number
of results, perhaps the most important of these is that the financial illusion in the Iraqi
economy can be explained by the per capita oil revenues and the direct tax revenues which
the government receives, but the Iragi individual does not believe that there is a financial
illusion as a result of what the government receives indirect taxes from him. In order to
prevent financial illusion, the use of oil revenues must be reduced gradually and as much as
possible.

Keywords: public expenditure, Public Revenue, Fiscal Illusion.
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