Entrepreneurship Journal for Finance and Business (EJFB)

2025, VOL. 06, NO. 02, 34-49, E-ISSN: 2709-4251, P-ISSN: 2708-8790 A =

DOI: https://doi.org/10.56967/ejfb2025501 A

Measuring and analyzing the impact of public spending on the inflation rate in Iraq
for the period (2020-2023) using the threshold regression model

Qutaiba M. Mahmoud?, Anmar G. Kolaib?*, Zuhair H. Turki®
123Economics, College of administration and economics, Tikrit university, Tikrit, Iraq
Qutaiba.M.28@tu.edu.iq , Anmar_ss73@tu.edu.iq , Zuhair44@tu.edu.iq

Article information:
Received: 31-07- 2024
Revised: 27-08—- 2024
Accepted: 29-08- 2024
Published: 25-04— 2025

*Corresponding author:
Anmar G. Kolaib
Anmar ss73@tu.edu.ig

@ This work is
licensed under a Creative
Commons Attribution 4.0

International License.

Conclusions:

Abstract:

Public spending is one of the most important tools used by governments
to achieve their economic and social goals, studying the relationship
between public spending and inflation in Iraq is one of the important and
vital topics, especially in light of the challenges facing the Iraqi economy
such as oil price fluctuations and thus fluctuations in financial revenues,
and the correct public spending management through which inflation rates
can be monitored and controlled.

The research aimed to measure and analyze the impact of public
spending on inflation in Iraq through the use of modern standard methods
where the threshold model was used (Threshold Regression), as the
research found that there are four thresholds during the research period,
in the first threshold the relationship was positive between public
spending and the inflation rate when the inflation rate is less than
(3.699%), and that the increase in public spending by one unit It will lead
to an increase in the inflation rate by (0.040%) before reaching this
threshold, but in the value of the second threshold of inflation and after
exceeding the rate of (3.699%), it is less than (4.399%) and that increasing
public spending by one unit will also lead to an increase in the inflation
rate by (0.216%) before reaching this threshold, while the third threshold
for the inflation rate after exceeding the rate of (4.399%), which is less
than (6.399%) and that Increasing public spending by one unit will lead
to an increase in the inflation rate by (40.26%) before reaching this
threshold, while the fourth and last threshold for an inflation rate is greater
than or equal to (6.399%), and that increasing public spending by one unit
will lead to an increase in the inflation rate by (0.419%) before reaching
this threshold. The research concluded with a number of proposals, the
most prominent of which is the need for decision-makers to follow up the
levels of public spending carefully at low spending levels. There may not
be a significant impact on inflation in the future, and monitoring spending
at high levels, there may be a significant impact that requires arbitrary
policies to prevent hyperinflation.

Keywords: Public spending, inflation, threshold regression model.

1. The results indicate that public spending has a positive but limited impact on inflation at low levels
of expenditure, and its effect increases at higher levels.
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2. In the first threshold, there is a positive relationship between public spending and the inflation rate
when inflation is below (3.699%). An increase in public spending by one unit will lead to an increase
in the inflation rate by (0.040%) before reaching this threshold at a 5% significance level.

3. The second threshold for inflation, after exceeding the rate of (3.699%), is less than (4.399%). An
increase in public spending by one unit will lead to an increase in the inflation rate by (0.216%)
before reaching this threshold at a 5% significance level.

4. The third threshold for inflation, after exceeding the rate of (4.399%), is less than (6.399%). An
increase in public spending by one unit will lead to an increase in the inflation rate by (40.26%)
before reaching this threshold at a 5% significance level.

5. The fourth and final threshold for the inflation rate is greater than or equal to (6.399%). An increase
in public spending by one unit will lead to an increase in the inflation rate by (0.419%) before
reaching this threshold at a 5% significance level.
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BDS Test for Y |

Date: 08/25/24 Time: 15:18

Sample: 2020M01 2023M12

Included observations: 48

Dimension BDS Statistic Std. Error z-Statistic Prob.
| 2 | 0.13431 y 0.009189 | 1461704 | 0.000 |
3 0.224439 0.014884 15.07952 0.000
| 4 | 0.281195 y 0.018062 | 1556818 |  0.000 |
5 0.323838 0.019187 16.87794 0.000
6 | 0.335247 y 0.018861 17.77444 0.000
BDS Test for X |
Date: 08/25/24 Time: 15:20
Sample: 2020M01 2023M12
Included observations: 48
Dimension BDS Statistic Std. Error z-Statistic Prob.
y 2 | 0.112473 y 0.009354 | 12.02441 | 0.000 |
3 0.163735 0.015053 10.87752 0.000
y 4 | 0.186525 y 0.018149 | 1027758 |  0.000 |
5 0.193037 0.019154 10.078 0.000
y 6 \ 0.18838 y 0.018707 | 1006975 | 0.000 |

M@J\(HO)EAA\:‘:““’}U“SJ@&AS ‘h\je&iiﬁj
pae i) il Laiyy (dadail day ) 5 CO g Cpaldai 3 g 5 )
el d5a 5 pie G s (35 (Ho) pandl (b =)
(3) s il kil

( EViews.12) fuaay) galidl Ao oYl Sald) e ; juaal)

Jsaall sy sebiall (Bai-Perron tests) ki) (Bl
il (F-statistic) dsbas) jlisl il G e s 5 (4)
(e ¢V (Threshold) 4 81 (Bai-Perron) JWisY
i pdiy eliall poad 4 deddiual) dpbead) Slleal)
ol gl (Ho) paad) 4 8 Jsd 2o A1 LY

Multiple threshold tests

(Bai-Perron tests) Juid) (3) Jga
|

Bai-Perron tests of L+1 vs. L sequentially determined thresholds

Sequential F-statistic determined thresholds: | 4
Scaled Critical
Threshold Test F-statistic F-statistic Value**
Ovs.1* 138.3917 138.3917 8.58
lvs.2* 81.24426 81.24426 10.13
2Vvs.3* 56.29123 56.29123 11.14
3vs. 4* 15.78663 15.78663 11.83
4vs.5 0 0 12.25

* Significant at the 0.05 level.

|

** Bai-Perron (Econometric Journal,

2003) critical values.

Threshold values:

Sequential Repartition
1 3.7 3.7
2 6.1 4.4
3 4.4 4.9
4 4.9 6.4
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OBl 55aa 5 alall BLAY) 304 ) ixg Las «(%0.216)
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AV (5 sinse 2ie dgiall oda N g sl 08 (%0.216)

(%5) A sina

Ll dad o) il k) 1(9) N — L ddal) |

25 (%4.399) Jare lad amy adaill Jadl U
BV G Aga pl ABR) iny 138 5 (% 6.399) e JBI
paaill Jara (A dhay ) J8 adoaill Jarag plall
Laa (%0.264) alal 33V dalea 4 ()5 (%6.399)
(s B g D A 3o g Bas g plal) FY) 3L ) Sy
Jsasll d8 (%0.264) daudy paaaill Jans 3345

(%5) A sine AV (5 sina 2ie diall o2a I

dgial) dad o) il Cjeda) 2(9) N — dag) 1) Aial) |

O st ) ST oa adiail Jasal 5 Y1 Ayl
Alall Y G Ayl A ey 138 5 (%6.399)
e S paaill Jara 58 o) J8 sl Jasag
2 el FEV) Juwe dabae ded Ol ¢(%6.399)
G Bas) 5 8as g0 alal) (BLAYI 3L ) e Les (%0.419)
iy adaaill Jae 3305 A gom cagw el
AV (5 s ie Aiall ol N Jsa ol U8 (%0.419)

(%5) 4 5ixa

3l el o il & jgdal s Asiliaal) <l JLaaY) sla
Aol A adail b dbalall @l sl e (%98) i
GJ\A A sdie Gl yiie e (%2)s ebd\ oyl ‘55 il

dlaas (50 el i il 5 (%5) AV G s

e

L ll
7=l ((Threshold Regression) gl gl sLuald
0 (2) Jsadl e

L) dagd o) il Copelal o(11) N - A9 Agiad)
21385 ¢(%3.699) o JBl & amill Janal 1Y)
Leadie cadiaill Janay sladl BY) o A0 jla 48Nl
Aaleall Aad )5 (%3.699) (0 J8 adiaaill Jama (555
Y 33 ) S Las (%0.040) aladl 31 Jue
Jaae 330 (I g Cagu @) (8 B 5 Bas g alall
die Agiall o3 ) e 5l 5 (%60.040) dansis el

(%5) A sine A1V (5 sl
L) Lad o)) i) @ jekal 1(10) N — A8EN Al
O dB o2 ¢(%3.699) Jae gt aay sl 4500
) B G Aok A8 ixy 13 5 (%4.399)
paalll Jara (A deay o) JB admill Jasag
@ el @Y Jae dalae Al ()5 (%4.399)

A

2wl (4) Jg

Dependent Variable: Y \
Method: Discrete Threshold Regression
Sample: 2020M01 2023M12
Included observations: 48
Threshold variable: Y
HAC standard errors & covariance (Bartlett kernel, Newey-West fixed
Variable | Coefficient | Std. Error | t-Statistic | Prob.
Y < 3.6999999 -- 11 obs
LOG(X) | 0.040301 | 0.006643 | 6.067048 | 0.000
3.6999999 <= Y < 4,3999999 -- 10 obs
LOG(X) | 0.216382 | 0.003302 | 65.53315 | 0.000
4.3999999 <= Y < 4.8999999 -- 9 obs
LOG(X) | 0.264221 | 0.008744 | 30.21701 | 0.000
4.8999999 <= Y < 6.3999999 -- 9 obs
LOG(X) | 0.305965 | 0.007282 | 42.01453 | 0.000
6.3999999 <=Y -- 9 obs
LOG(X) 0.419758 0.00861 | 48.75435 0.000
R-squared 0.975213 | Mean dependent var 4.2
Adjusted R-squared 0.972907 S.D. dependent var 2.264152
Durbin-Watson stat 2.367249
F-statistic 218.2176
Prob(F-statistic) 0.000

( EViews.12) (Abaa¥) gl pll o slaie Yl dald) slae ) ; jaaall
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iglas)s (White) Jia) ) Tabiad ol uilas 2

AV (5 gha e 4y gina e Ll il cuy Al (F)
Sl A sga s A gty S (%5)

il LAY IR e Iy g Aan i) ) JLSAY) s Ludba

s

ekl (LM) dgbaa) ) Talsial 30300 Ly 1

(5) s

de dgsima e Lol il cuy Al (F) Afbas)
Ui g 5 A b (b i (UL (%5) AV (5 sise
L) el Y

Apuall) Jsliial) JLsd) (5) Jsaa

Breusch-Godfrey Serial Correlation LM Test:

Null hypothesis: No serial correlation at up to 2 lags

F-statistic 1.071549 | Prob. F (2,41) 0.3519
Obs*R-squared 2.384361 | Prob. Chi-Square (2) 0.3036
Heteroskedasticity Test: White

Null hypothesis: Homoskedasticity

F-statistic 1.63594 | Prob. F (5,42) 0.1716
Obs*R-squared 7.82439 | Prob. Chi-Square (5) 0.1662
Scaled explained SS 6.142812 | Prob. Chi-Square (5) 0.2926

.(EViews.12) Alasy) galill o alaie Yl Saldl alae) 1 juaal)

el
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