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Financial Sustainability between the Development of Public Debt
and Limited Tax Revenues in Some Gulf Cooperation Council
Countries with Reference to Iraqg for the Period (2004-2022)

Lecturer Dr. Ahmed Ibrahim Hussein Albajjari
Northern Technical University - Technical College of Management/ Mosul
LecturerDr. Oday Sabour Mohammed Al-Rashidi

University of Al-Hamdaniya - College of Administration and Economics

Abstract:

In light of the global economic challenges and financial pressures faced by developed and
developing countries alike, financial sustainability has become a strategic goal that many governments
seek to achieve in order to ensure their economic stability in the long term, as financial sustainability
requires achieving a balance between revenues and public expenditures while maintaining levels of
Acceptable and safe from public debt. This research addresses the issue of financial sustainability in some
Gulf Cooperation Council countries with reference to Iraq during the period (2004-2022) in light of the
development of public debt, the limited tax revenues, and its heavy dependence on oil revenues, whose
prices are characterized by fluctuations, which affects the ability of governments to achieve stable
returns. In order to estimate the financial sustainability model, we relied on the Panel Data collection
method based on Balanced Panel Data, by using the Dynamic Panel ARDL model using (Mean Group
Pooled Estimators "PMG") and available in the program (EViews-13), Accordingly, the research reached a
set of conclusions, the most important of which is that the value of the error correction factor reached (-
0.89), whichisa negative and statistically significant value, and this confirms the validity of the long-term
equilibrium relationship. The results also found that in the long term, the most influential variable on
financial sustainability (net public budget) was tax revenues, at a rate of (3.466%), while in the short

term, the most influential variable was military spending, at a rate of (2.390%).

Keywords: Fiscal Sustainability, Public Debt, Tax Revenues, Military Expenditure, Pooled Mean Group

(PMG).
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Cross-Section Dependence Test

Test Stat.
Pesaran CD -0.156131
Prob. 0.8759™°

iz d9a¥) Slpdad L by Ayl panl Sl)las .2
Lo g csoradl @ apatun s |ids a8 (ol Jazull panlly dezall paall oF «(2) Jgaa oy Lasdly
e Logaell (1) @b o cdg Busgll s iy Sluaill sda of JI add @l auall 2,8 Jgd J) ada
Y bl gada of g Les Soradl (@ 8yatun capls B o ) calmaze 3L Lal (%5) (o ST Liginn Sotune
Loy lll91(0) o Aoyl (o Aol 7z 350381 ilits O g0 HLASY| Ao 0955 e By xSl Soimy

11y dg¥
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Levin, Lin & Chu Test
Series At Level At First Difference Decision

Individual Intercept | Individual None Individual Individual None

Intercept Intercept Intercept

and Trend and Trend
DEF 0.00205 -0.47983 -3.47875 -6.89543 -4.63386 -9.66850 1(1)
Prob. 0.5008"° 0.3157"° 0.0003*** 0.0000*** 0.00007*** 0.00007***
DEB -3.41771 -6.97401 -0.56477 -5.05980 -1.67308 -6.25646 1(0)
Prob. 0.0003*** 0.0000*** 0.2861"° 0.0000*** 0.0472** 0.00007***
TAX -3.04520 -5.85103 -0.86520 -9.97845 -7.44946 -11.2696 1(0)
Prob. 0.0012%** 0.0000*** 0.1935"° 0.0000*** 0.00007*** 0.0000***
GOR -2.14764 -2.24920 -3.08099 -5.92814 -4.74965 -9.98603 1(0)
Prob. 0.0159** 0.0122** 0.0010*** 0.0000*** 0.0000*** 0.0000***
NRR -1.96879 3.51885 -1.89441 -9.14262 -7.22976 -9.89480 1(0)
Prob. 0.0000*** 0.0002%*** 0.0291** 0.0000*** 0.0000*** 0.0000
SPM -0.14667 -1.15002 -1.32531 -8.26397 -8.02210 -10.2771 1(1)
Prob. 0.4417"° 0.8749"° 0.0925* 0.0000*** 0.0000%** | 0.0000%**
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Pedroni Residual Cointegration Test

Series: DEF DEB TAX GOR NRR SPM

Alternative hypothesis: common AR coefs. (within-dimension)

Stat. Prob. Weighted Statistic | Prob.
Panel v-Statistic -0.694073 0.7562"° -1.676174 0.9531"°
Panel rho-Statistic -0.047742 0.4810™° 0.347659 0.6360"°
Panel PP-Statistic -7.611083 0.0000%** -7.678406 0.0000%**
Panel ADF-Statistic -7.722546 0.0000%** -7.028066 0.0000***

Alternative hypothesis: individual AR coefs. (between-dimension)

Stat. Prob.
Group rho-Statistic 0.808869 0.7907"*
Group PP-Statistic -0.837074 0.0000%**

-9.132633 0.0000%**

Group ADF-Statistic

PPN P ERINE S
Gl Slpazeld (lolial) (ARDL) z3sail Sea 13 «(AIC) BT slas (e ling «(4) gz (0 Lasly

U3 misgs (1) JSadly (1,1,1,1,1,1) 5 (PMG) o] Aegazell baswg culytio Gasdas e oylis | i
<Ll slenn 389 73903 bl olay¥l ol A8 sl o(1) SIS

5.75

5.80

5.85
5.90

Akaike InformationCriteria

5.95
6.00
6.05
6.10

6.15

6.20
6.25
6.30

Modell: ARDL(1,1,1,1,1, 1)

6.35
6.40
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Method: Panel ARDL-PMG

Selected Model: ARDL (1,1,1,1,1,1)

Long Run Equation

Variables Coefficient Std. Error t-Statistic Prob.
DEB -0.116728 0.014765 -7.905824 0.0000%**
TAX 3.465778 0.376326 9.209516 0.0000%**
GOR 3.170586 0.508199 6.238866 0.0000%**
NRR 1.378660 0.088153 15.63945 0.0000%**
SPM 0.091848 0.266156 0.345089 0.7313"°

Short Run Equation

ECF* -0.890748 0.248811 -3.580019 0.0007%**
D(DEB) -0.205982 0.103448 -1.991171 0.0514*
D(TAX) -1.906965 1.016299 -1.876381 0.0659*
D(GOR) -0.244419 0.550242 -0.444202 0.6586"°
D(NRR) -0.329212 0.255149 -1.290272 0.2024"°
D(SPM) -2.390320 0.691015 -3.459145 0.0017%#x
d -59.35926 18.59160 -3.192799 0.0023%#x

(*): Error Correction Form.
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Pairwise Dumitrescu Hurlin Panel Causality Tests

Sample: 2004 2022

Lags: 1

Null Hypothesis: W-Stat. Zbar-Stat. Prob.
DEB does not homogeneously cause DEF 2.66953 1.84104 0.0656*
DEF does not homogeneously cause DEB 6.39289 6.36365 0.0000***
TAX does not homogeneously cause DEF 0.66976 -0.58800 05565
DEF does not homogeneously cause TAX 1.42108 0.32460 0.7455"°
GOR does not homogeneously cause DEF 1.42930 0.33458 0.7379"°
DEF does not homogeneously cause GOR 1.50951 0.43201 0.6657"°
NRR does not homogeneously cause DEF 1.35592 0.24545 0.8061"°
DEF does not homogeneously cause NRR 1.73555 0.70657 0.4798"°
SPM does not homogeneously cause DEF 1.42250 0.32632 0.7442"°
DEF does not homogeneously cause SPM 1.94314 0.95873 03377"°
TAX does not homogeneously cause DEB 7.60804 7.83964 0.0000***
DEB does not homogeneously cause TAX 2.71304 1.89389 0.0582*
GOR does not homogeneously cause DEB 3.20138 2.48706 0.0129**
DEB does not homogeneously cause GOR 1.73483 0.70570 0.4804"°
NRR does not homogeneously cause DEB 8.98833 9.51623 0.0000***
DEB does not homogeneously cause NRR 2.02591 1.05926 0.2895"°
SPM does not homogeneously cause DEB 2.35073 1.45381 0.1460"°
DEB does not homogeneously cause SPM 3.43861 2.77521 0.0055***
GOR does not homogeneously cause TAX 3.04199 2.29346 0.0218**
TAX does not homogeneously cause GOR 0.67040 -0.58722 0.5571"°
NRR does not homogeneously cause TAX 2.46409 1.59150 0.1115"°
TAX does not homogeneously cause NRR 153279 0.46028 0.6453"°
SPM does not homogeneously cause TAX 0.72927 -0.51572 0.6061"°
TAX does not homogeneously cause SPM 1.62622 0.57378 0.5661""°
NRR does not homogeneously cause GOR 1.36347 0.25463 0.7990"*
GOR does not homogeneously cause NRR 2.36690 1.47345 0.1406 "
SPM does not homogeneously cause GOR 2.33128 1.43018 0.1527"°
GOR does not homogeneously cause SPM 0.94883 -0.24902 0.8033"°
SPM does not homogeneously cause NRR 0.78537 -0.44757 0.6545""
NRR does not homogeneously cause SPM 1.80049 0.78545 0.4322"°
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