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Abstract

The importance of the spending policy emerges as it is considered one of the most effective financial
and economic policies used to influence many critical economic variables, which are classified within
the economic planning tools in order to influence the overall economic activity and then reach economic
development and overcome and confront the obstacles represented by economic fluctuations by
influencing the most important macroeconomic variables. The research aims to verify the effectiveness
of the spending policy by measuring its impact on some macroeconomic variables in Iraq using Markov
models with variable systems, which show effectiveness during booms and busts. In order to increase
global demand, the volume of public spending in Iraq increased. Still, it was not effective in terms of
affecting the domestic product because of the contribution of oil revenues at the time to the formation
of the gross domestic product, and it caused a rise in inflation rates. However, monetary policy
intervened through its tools, which led to relative stability in the general level of prices on an extended
basis in the short and long term. The research also suggested intensifying the government's efforts to
prioritize and adjust its spending policies by reforming its structure and its various aspects, with the
need to improve and achieve high efficiency in directing that policy in line with the diversification of
its financing sources to reach the desired economic goals.
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Markov Smoothing Switch regime results (4) Jsx
Dependent Variable: Y1

Method: Markov Switching Regression (BFGS / Marquardt steps)

Date: 04/01/22 Time: 19:01

Sample: 2004 2020

Included observations: 17

Number of states: 2

Initial probabilities obtained from ergodic solution

Standard errors & covariance computed using observed Hessian

Random search: 25 starting values with 10 iterations using 1 standard
deviation (rng=kn, seed=746394427)

Convergence achieved after 41 iterations

Prob. z-Statistic | Std. Error | Coefficie Variable
nt
Regime 1
0.0000 12.63270 0.065185 | 0.823468 X
0.0020 16.08441 4827481. | 7764719 C
5
Regime 2
0.0001 | 1.996098 | 0.196759 | 0.392750 X
0.0000 | 9.839231 | 16761411 | 1.65E+08 C
Common
0.0000 | 69.19412 0.223606 | 15.47225 LOG(SIGMA)
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Transition Matrix Parameters

0.0698 | 1.813347 | 1.567439 | 2.842312 P11-C

0.1641 | -1.391544 | 1.785041 - p21-C
2.483964

39186673 S.D. dependent var 1.56E+08 | Mean dependent var

3.56E+15 Sum squared resid 1721991 | S.E. of regression
2
-291.5560 Log likelihood 1.184210 | Durbin-Watson stat
35.46732 Schwarz criterion 35.12424 | Akaike info
criterion

35.15834 | Hannan-Quinn
criter.

(Eviews 12) uaal) gali il cla i o alaie Yl Gald) dae (a1 )

r Al saill e culSs JUEY) 4d shoas L)
[ 0.76547 0.013453
: 0.031387 0.634301 ‘
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D) oy L 100 4l 6l (%3.13) s (1) Bl YA (e uiid (Regime 2) sl alas 8 aUaill Jlasy) Jlaa) Ll
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3 5aill 18 5 <l juaiall (A8 A il a3l <yl 5 (Switch Smoothing) Al coVESY) Calise o (1) JSi 5
3aall Tl S (o3 ALl g A aldail 2 sa g e bial Sl oy Caa Cpaldaill (p VU Bac Cand g 4l JanDly 31yl
saal) elli 8 iaddia adi ) ae JlandU alall (5 giall e cuail 31 all 8 diaY) gl Y s 2007 52006
Cilaaall (e waall Cun Canall 330 Aled il 5 2010 ple n (55315 30 29235 2010 el 5 2007 aaiia 3yl & (alsid
Lallad) Jadall el 83 ) HSial) ilialdasV) A diaciall il 3V s 5 3aaY) g lia 53 Canesy 21 sas Sla®Y) g iy )
(Sl SaBY) e Gl s ) say (S Al
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Transition between Regime (1) Js<

Markov Switching Smoothed Regime Probabilities
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(Eviews 12) Abasl) gl pll cla Aa o alaie Yl Gald) slae) (a1 jladl)

5l a5 2010 dlads 2007 Ailed saall 3 AUaill 13a als a5 1 sl alad b aUail) 5 g g oSle ) Sladl JSAI (e ealy g
Apallad) AL Fe 3Y) e el 355 Y 93 (147) = ) sl Qe el 38 3 Al Gl 51 D) padlall alad) Jail) e g il 3
ol i) e ading ) jall s (ol Uale Lo 13 dalis aludl Zallall jlans) (aalisily 31 el Slaiiy) e Lyl o i1 3
8303 O (s cadaill aa dam ge Ao pla Ay olall BV puiia 4 sina )5l oUsS (Regime 1) JsY) oUaill L aadl LS
padll Jana goo alad) (31 Al Iy A QLS Ll ¢(%2.13) liay adocaill 53 5 M g5 (% 1) Lhaias aladl GV

(%0.17) S pduaill (aliash I 535 (%o1) Ulies plall Y1 3305 ¢ 1

Markov Smoothing Switch regime results (5) Jsx>

Dependent Variable: Y2
Method: Markov Switching Regression (BFGS / Marquardt steps)
Date: 04/01/22 Time: 19:22
Sample: 2004 2020
Included observations: 17
Number of states: 2
Initial probabilities obtained from ergodic solution
Standard errors & covariance computed using observed Hessian
Random search: 25 starting values with 10 iterations using 1 standard
deviation (rng=kn, seed=859869252)
Convergence achieved after 2 iterations
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Prob. z-Statistic | Std. Error | Coefficie Variable
nt
Regime 1
0.0000 | 10.64323 | 0.200563 | 2.134643 X
Regime 2
0.1011 | -1.639370 | 0.105708 - X
0.173295
Common
0.0000 | 8.629893 | 0.204435 | 1.764252 LOG(SIGMA)
Transition Matrix Parameters
0.2237 | 1.216792 | 1.790912 | 2.179168 P11-C
0.0346 | -2.113230 | 1.371952 - p21-C
2.899250
15.96343 S.D. dependent var 11.13412 | Mean dependent var
1200.326 Sum squared resid 9.259459 | S.E. of regression
-58.44264 Log likelihood 1.545265 | Durbin-Watson stat
7.708903 Schwarz criterion 7.463840 | Akaike info
criterion
7.488200 | Hannan-Quinn
criter.

(Eviews 12) Aibaa¥) gealill cila jia o slaie Yl dald) e e : jlaall

r A sl e culSs JEY) 4d siian L)
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(91.25%) — e Jlaind 3 s 5 e Andii pall Jlans) allai 8 aladl GV e 4383l 5 HlansDU plall (5 ginsall 4} auzady 531 Hlail
Loba) o g Andi yall lansl) ks s Sl sl (o ey Lae o(t1) Bl 8 Ll 215 aldas b JEY) ¢ 8 5 JlaialS
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8 Al dsa g e Jand) JSal Jiay Cun cppallail) G <OV Bae Caxd g 43 aadly 3 il 23 seill T g anll il e
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