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Conclusions:

Abstract:

This study examined the impact of a rentier economy on the
independence of monetary policy in Iraq after 2004, considering Iraq as a
rentier state that relies heavily on oil revenues. The study included an
analysis of the relationship between the rentier economy and monetary
policy, as well as the effects of the rentier economy on the independence of
monetary policy. It found that dependence on oil to finance public
expenditures leads to a reduction in monetary policy independence.

The results showed that the rentier economy has a significant impact on the
independence of monetary policy in Iraq, and that there is a pressing need
to diversify the economy and reduce reliance on oil in order to mitigate the
risks arising from fluctuations in oil prices, which affect state revenues.
Consequently, when the government faces a deficit, it compels the central
bank to adopt an expansionary monetary policy to finance this deficit,
which in turn undermines monetary policy independence.

The study reached a number of conclusions and recommendations that the
researcher believes are aimed at strengthening the independence of
monetary policy in rentier states.

Keywords: Monetary policy, monetary policy independence, public
revenues, gross domestic product (GDP), public budget.

1. The independence of monetary policy is significantly influenced by the structure of the economic
system adopted and the economic resources it relies on. Oil, as a strategic commodity, has a
substantial impact on the level of international dominance and influence. It is also a monopolistic
tool in the hands of the state for its domestic policy. Therefore, we observe that most countries that
depend on oil as a primary source of financing their public expenditures tend to centralize political
and economic decision-making, including decisions related to the formulation of monetary policy.

2. The overall relative importance of the independence of the Central Bank of Iraq, after identifying
the actual weights of each independence indicator and their relative importance to the total, shows
that the total relative importance of the actual weight of the Central Bank of Iraq’s independence is
(75%), which is considered a good level.

3. Exchange rate fluctuations are among the most prominent challenges facing monetary policy in
many developing economies, including Iraq, which faces complex economic challenges due to its
heavy reliance on oil revenues and the volatility of global oil markets. As the value of the local
currency (the Iraqi dinar) fluctuates against foreign currencies, especially the US dollar, financial
and economic stability are significantly affected. These fluctuations place pressure on the Central
Bank of Iraq in determining appropriate monetary policies to address these challenges. Exchange
rate volatility leads to significant changes in inflation levels, import costs, interest rates, and

domestic liquidity.
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