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Study the phenomenon of increasing public expenditure in the Kurdistan
region of Iraq
And the (Wagner's Law) for the period (2003-2013)
Abstract:

The government resort to the public expenditure to achieve the
goals of society and satisfy their needs. As a result of the increase of
the government role and its involvement in economic and social life, the
phenomenon of public expenditures tends to increase each passing
year. Additionally, most economies of the world, including the Kurdistan
region it worthwhile to create other sources of revenue (non- oil) to
cover the increase overhead of public expenditure.

Furthermore, the importance of current study is applying statistical
methods advanced and econometric models to demonstrate the impact
of increasing public expenditures (especially current expenditure) in the
Kurdistan economy on achieving economic and social equilibriums.

The most important findings of the study is Kurdistan economy
suffering of increasing public expenditure and current expenditures ones
(Due to increase the size of salaries of the large numbers of staff in
excess of more than a million employees), and in spite of the increases
that have occurred in each of public expenditures and thus current
expenditures (which constitute approximately 70%) of the total
expenditure, but will not contribute to meet a large portion of domestic
needs. In addition to that, the empirical result shows that the increases
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that have occurred in each of the total expenditures and current
expenditure in the Kurdistan economy, which is accompanied by
inflation and a decline in the value of the lIraqgi dinar thus those
increases in expenditure is virtual and not real.

To conclude, current study presented some important
recommendation to decrease the share current expenditures of total
expenditure by reducing the number of staff from public sector and
transferring to private sector, as well as to the increase revenues for
Kurdistan region by creating and diversification other sources of revenue
(non — oil ) which is by increasing the share of real investment
expenditure to support the productive sectors such agriculture, industrial
and tourism

Key words: Increasing public expenditures, Current expenditure,
Investment expenditure, Wagner’'s Law, Kurdistan region, Iraq.
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Stationary test: 4, | sy 5 =ld sl
O LA (SacISI 3 paill LS IS laasY) £ie 3 oluiial Joa ool sa colill
B A e Tl sda s - ol pad aad o e L3l Judladl B ol

(©) a35 Jya
(Y- AY=Y+ - V) Baall Loball 20 3eall 3 paill o, ,0u¥l 5 old HLEA] Al G

- (D) Jsuall

(DF ADF,PP and KPSS at Level)
DF ADF PP KPSS
Intercept Intercept
. . P Intercept Interce . P Interce Intercept
Variables | Intercept with Intercept with Trend ¢ with i with Trend
Trend P Trend P
In TE -0.8333 -3.2249 0.8186 0.0446: = 09182 0.1654 - -
In IE -14866 | -4.4066: 0.9644 0.0001: 06147 | 0.0327:x - -
In EE -0.7087 | -45249:: 0.8630 0.0091: 0.9295 04595 - -
(DF ADF,PP and KPSS at First Difference)
DF ADF PP KPSS
Intercept Intercept Intercept
Int Int t
Variables | Intercept | with Intercept | with Intercept | with r:erce w::he'rlf:r er: d
Trend Trend Trend P
In TE -36214: | 29654 | 00373 - 0.0358 0.1362 0'5?00 0.5000:
0.5000
In IE -79020: | -6.6642 0.0001 - 00114 0.0036: 0.5000:
In EE 7 3.1606:: | 0.0110=: - 02625 07917 0-5000 0.5000:
32097
(*), (#*), (=) denotes Significant at 1%, 5% and 10% respectively.
Note: DF: Dickey-Fuller GLS test statistic ADF: Augmented Dickey-Fuller test statistic PP: Phillips-Perron
test statistic KPSS: Kwiatkowski-Phillips-Schmidt-Shin test statistic
Note: TE (otall Jleal), IE (Lolaiwy) olall), EE(Lbassl ol

tsle lulaiel olalll sluel ope : Huuanll
Lad/ Loladl Lllall & ppae/ s, S aals) o Sa 3 olaid¥l 5 kel 5,155 =l =

WWW.MOF-Krg.org/olivs ; oS asll Lo s 3 olai®yl 5 Ll 3,15 5K

(Manakov, 1974 ; Nicholson & Shain , 1964 ; Huang et al., 1998 ) =
ol — WY Jlal) cisall 3 Sssasall @luaiadl B o) (B) Jgaadl e o
sue 4 (First Difference) J,Y! 1;,51\ S Lae S8 (Lolaiiwy) oliall — Lbassl
Co- ) Suitiall JolSall shal acas Zogiill sin Shivy ¢ (%0) Loban¥) YA (5 sius
Laloall g gus san ol £35a) 3 (integration

Granger Causality Tests Ll all o yuiie G Luscad! B Y

(VEAY)
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LAY 5 ol e salall esgll s (Causality Study ) Ll clalull aas
ow (one direction or two direction*)a:eswl sda sladl wass 5 BNl olasl 3 Ll
A G il LA 5 Gulie Sue Sty Aabull padse gisell i ol
Y Tl LEAT B HLEA) 5l I Cila I sl piiall o Al iy L3V ulis
Boaa oS ¢ colie JSt ol puiiall pailod Loyl aalid) Criad Lallls (BU e 55
B g5 gall LAY e lualy slacl (Granger Causality) 3saill clolaia¥l Jsas
(Risso et al., 2010 ; Brida et al., 2013; solaisy) LLiall Julas o¥boe B Zasally

Monterubbianesi & Brida , 2010 )

sle Jsaall U caan (Granger Causality) dagiall siac<Id ) dlayl
SLLall aladial Shis BN oluiall o Lol Bl slay) 5 Sisall JolSall B)e
(YA = YooV ) Baall slaned) clEadl  dbasal obal i, Lol olEall Ll
oo LSy Bl LaySa o3l B olpuiall Gy el Bal) waa3 o3 o) oSeall (o
sl Jsaadl 3 Case

(V) ¢35 Jsaa
(Y50 = Yoo V) Baall z3 gail) D20y ol paite G Lol M)l HLa30 50
4 giaall
: s L g3 : ol sl o Lhassl Bl B
21666 T sie 00187 | clasll loa o &oleiie¥l wlasll &
laa & o3 olall e Llasdll  olal B

L, LY

V olaalinl sae =
YoAY=Y. -V aul,ull 8us =
S R CH v 1]

sle lolaiel otalidl olael ¢po ¢ ueaall

Lad/ Lolall LI Lsone/(liwn, S palil Lo Sa 3 olais¥ o DLl 35155 bl *
REALS VI

(Risso et al., 2010 ; Brida et al.,, 2013; Monterubbianesi & Brida , 2010

Ll Lluaall sEa ) sl el u Lawdl B T el Joaadl A oo Lads
O I ELEYL saaas ¢ ooslaall (g stas Gl Lsleiad) Sl e @Ml sda oKl lua
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D58 malil (3 Luleaii¥ly Fpsloaadl St o o Badl Tud i o 3E 5L o3a
day o Blasdll Sl 5 sl e Tolall ol 5l sabs B Lale ol,sb L
.ué\’dé.ﬁ.“

Estimation : .lall £3 gaill jsus ¥

e o Lkl BYall 8 kil Spadl S 5 bl ol il e gl
i o 23 Sslen speadi] 5ulaTY Gl 3 paill auiions . Uiieus ol puite s deins
S susl sauss oo @oBs) e slan ¥ laaly M Thute S8V o (o sia
Dbl Diall Lol juall o sams LolaB¥l ol puiiall oo )l aSa3, (V6 1VA4-.
(Yo :v444 Llua) (s

Y = Bg + By Xq+B2 Xot
:C)i LNEN
(Coefficients) allaall = By . B1. By
(Llaa¥! laall) bl sl =Y
(Lolaiie¥) slaall o Xp « Lbhassll sball a Xq) Uit ol paiadl = Xo Xy
) (YAF =YooV ) asll ohmll = t

G Lolatsy) Lokall Aihas claaase o aaias S Jigall oo ol sae Stiag
sels Lubyull i 3l Lady dslaa¥l olay¥ly Al bl slal¥l audtus
(g mall Laisle olll) Lanall (M Jsailly L ball abs 325 Lol W5 o 63l Be (pueuay
Sblall Lo Jipall ST oo putad ally LalSy LolaBily Llaal Lgae 3aadl
Tady pan)ius (o @olaB¥l Ghiall e Tadly ST BT @G Lulady 5,85l
dal oo Bam Loliaal Lisiae Lol Lowbidll JSLaall oo LAy 8,uiall olalaall(3 Ll
b Bl atl) e saiads (B saie Tualys paad s Talddl §ukall slalaall 13a s 5
(1) a3, Jgasdl
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(7) 035 Jsia
(VAR) 9 (OLS) ) G:AL:Q ‘Aﬁu.u‘..s BJJ:QA“ Slalas ).3.}33 étﬁs U:.".*:f
Coeffici
Regressors oen thle p.value T-Ratio Standard Error
Constant 0.6431 [0.000] 29.3764 0.0218
sEad)
) 0.3131 [0.000] 529104 0.0059
|E (L Ly
Lliaasl) olaa
(k cE ) 06846 [0.000] 111.706 0.0061

%), (%*), (»%%) denotes Significance at 1%, 5% and 10% respectively.
(%), (%), (%)

;oo folaie) ia ) slach cpe t deaall
Colaloall 5K el (8 sall (o a5 S aaliN Lolall o3 sall bl =
(Burke , 2010 & Hutcheson, 2011 ) =

Lolan) 1,86 35 Lolanad) oladl 5 Llaasll oBal e IS o W sy odlel Joaadl oo
Sas 5 (0.05) P-Value ias oo Jil as (0.000) dslaa] d¥ay 5 3WY el Ll
Sllant o LYl Blasil SBE Go S on Lase s s bl B ung
Laal old ol juiiall JS 5aiad oS oy puatall GYEAL GaBAT Al LEY e skl e 3Y)
alle

Sl sl Sl o B BN o Lasl (V) 435 dssadl DB o W o SIS
La,laio 30l o 6l Csllaall (g siowas Guad L) SEEN po M)l sda (<1 Ll
8ol Laaw o (70 A ) L 3Y Jlaat o wl Llaaill sl & (% ))&l S aaly
o A5 S sda (70 YY) Lo Y Jleal w33 Lol Ll 5 (%\*) Loy
a5 palil 5 Y ST iy gty Llad 5

Diagnostic tests : Lo zall o3y ¢

Teanddld olLEA) Bae Labyull sia cweadiol uss Bo ST 23sall claas ,us oS5 S
laall ggiwe — @l g - Sl LLsyY - uladll ase) ollaal I3 G L
LAY 038 Gaad & giaall D¥s 5 05 G (A) 235 Jsaadly d sadsall

(A) a8, Jgan
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(FAY = Yoo V) Suall Lolall Llieall £3 paill Tcmnd tidll ol ,LIAY) 1S G

Diagnostic Test

Test statistics: | Value Test statistics: Value Looulidl) JSLteall
Akaike info - S.D. dependent
0.3042
criterion 9480627 | var =¥
Sch - M
chware san 93443 325
criterion 9.503808 | dependent var
Hannan-Quinn
Log likelihood | 3618219 | ' Qui 97671 s
criter
R-Squared 0.99 F- statistic 83672[0.000] Rk
SE of
Adjusted R? 0.99 , 0.0018 TLialio 5 4l 5k
regression
Number of
Hmber o 7 | DW-statistic 275 sassY
observation G

Notes: t-value and p-value for diagnostic test denote Significant at 1%, 5%
and 10% respectively.

& oddall cisall 3 (Standard Error) g laall Uadll a8 o) cun (8) a3, Jsaal
RS spandll Jalae o del Jyandl oo o Lty (0.0018) (gl sl siuus 3ol
s (L) il Ll Sl il il o) i 1aay (R2=099 )
(F) 2a5 o) Ly (0¥ Jlaal) ol Luitall (3 ilalal) st oo (% 99 ) Jsa
Lus bbby 11 (0.05) P-Value  2as oo Jil Las (0.000) iuluan! U¥a 5 Ll gunll
L gine We SLa o) (ol Alianall Slputally bl uikall G @Yall plasil 5 3 el
Syl Slebaall 5,La0s ana ol oS5 ) Gl s Al oyt mllsidl G

.
e

S LY e s SBa s Lsleaii¥) &bl po 2l

1) Wlaa¥) ol lay) S onbial o ol pamll ob Jaall (Ka odel 3 Sib e ps o
asas le Jalo iy Luwldl) Klie aa Y5 obaB¥l gliall e 33y (RTSE F
odiall 23 e Lilaa ¥l ol ydgall Guls L8 Be

Forecasting :. sl :5

sles topad Ji8 Qs aile paill 5 Jalially e ouill 35508 e Ga 5 (o aa Y
el saall CaAal y LolaTY) el GBBe 5 s (Ldall 5 LI sl (iBis

(\EAY) (YVA) oS0 S5 €(10) a5le5 cptaiy (o — oyly 3 OB
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Lw syl S piiall Blices ol slael L yall ods b Al aole Alshll 5 L siall
SLe¥l s B (Yo ¥ fealll o 5 cud)ioliad) | Bbaddl Ll 3y Jlals
Blis ol W mds il (V) bl S8 5 (9) Jpandl 3 susls) Bl e

IS Tyl o (oLl B — il Gy — Y1 Jaal)BI5 ol il

(9) a3, Jous

Coefficient Coefficient

Variables
I ( Current Value) ( Future Value)

Constant 7.6089 76089

TE(1) 0.0409 0.0404

TE(-2) 0.0097 0.0096

IE(-1) 00176 -

IE(-2) 0.0063 -

OE(-1) 0.0661 -

OE(-2) 00138 -

LEE = C(11LEE(1) + C(124LEE(2) + C(13)<LEEF(1) +
C(14)+LEEF(-2) + C(15)«LIE(-1) + C(16)xLIE(-2) + C(1,7)xLTE(-1
C(1.8)+LTE(-2) + C(1.9).

) +

9.8
FOTEC oot L
9.7 | \ctual: LEE
9.6 Forecast sample: 2007 2013
hcluded observations: 7
95 | Root Mean Squared Error  0.001377
0.4 Mean Absolute Error 0.001238
b Mean Abs. Percent Error 0.013286
93 | heil Inequality Coefficient 7.36E-05
9.2 Bias Proportion 0.000000
Variance Proportion 0.000006
9.1 | Covariance Proportion 0.999994
9.0
8.9
U7 L OUGS L ULB L UlU L ULl L UL L UlLlS

Sl sbily e lolae) BN o) ypiiall Wiiuue 3 0kall Slabaall ana G (V) a8, JS
(Yo AY=Y. V) 5,36l daladl

(FIA) oS S5l8 ((10) s,le cataiis Il — cpyialy 300 LB (VEAA)
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s AV 5 I sl ek Blpeall snll Gl Tubull A G ek ¥
Lot s ally cslbaall g stnally (S5 ol Glaa, oS aalil L5150 (& Lol olaal)
$olaBY) 5 olaill 8 yaiue acs s Lhasll Lol acal AL T oy clall sl oo (%)
) 8

L laina ) olEal 5 Llaaall SER G 8,508 5sad gsas Lol Talall A Ge ek ¢
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(YrY) bias cal Lol Ul 8 Las (%A) cal Jo¥ Al 3 @Yall sia (g siwe
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Table 1: Squared multiple correlation

Variable Loadings Communality Uniqueness
LTE 1.000000 1.000000 0.000000
LIE 0.961983 0.925411 0.074589
LEE 0.991588 0.983247 0.016753

» Sample size (2007-2013)
% Included observations: 7
Table 2: Test for Equality of Means between Series

Method Value Probability df and Count
Anova F-test 27.52318 0.0000 2
Welch F-test 2559603 0.0000 18
Analysis of

Variance Sum of Sq. Mean Sq. 20
Between 5.282601 2641301 2
Within 1.727395 0.095966 18

Std. Err. Of

Variables Std. Dev. Mean 20
LTE 0.304227 0.114987 7
LIE 0.317910 0.120159 7
LEE 0.307048 0.116053 7
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All 21
» Sample size (2007-2013)
% Included observations: 35

Diagram 1: Autocorrelation and Partial Correlation at level
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Diagram 2: Autocorrelation and Partial Correlation at first difference
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Diagram 3: Autocorrelation and Partial Correlation at second difference
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Diagram 4: Correlations are asymptotically consistent approximations
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