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Abstract

The research aims to study the mechanism of the fiscal policy and
provide ideas to address the deficit that became permanent in the public
budgets that followed 2003¢ in order to adopt business cycle and the
fluctuations of the GDP on the extent of the external supply attack
generated by unstable oil prices and their impact on the public budget cycle
and its fluctuations¢ despite its dependence on a natural singular dynamic
stabilizer« which is a potential precautionary price for Iraqi exported oil
;that is considered the financial response for the external supply attack and
prevent them from affecting the GDP¢< Whose impacts are through the
balance of payments shocks¢ and then the public budget. It is noted that the
economy of Iraq flourishes when injected by oil revenues more than what is
agreed upon of spending¢ and depressed when the latter exceeds the level of
injection into the economy. It is the closest to the bathtub theorem« which is
traded in contemporary economic fiscal thought. The effects of following
the public budget cycle of the business cycle are reflected in the same path
and degree in the fiscal policy in two directions; the first¢ is to grant the
relative priority for the public expenditures of a consumptive nature« which
is the preference that precedes economic growth and stability« and the latter
is an indirect result of the public budget operations« as long as the economic
surplus is continuously realized from rent sources. This leads to a lack of
interest in the adoption of a broad-spectrum dynamic stabilizer and the
emergence of free riding problems:¢ that includes rent society in all¢ as the
latter is reluctant to contribute to financing the cost of public goods. The
second trend is the adoption of the public budget on an operational basis¢
which is the generation of a broad layer of the occupants of government
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jobs¢ which expands during the economic boom¢ and cannot be affected
during the economic recession¢< which will make the current generation cast
the burdens of the present stage and its failures on the next generation¢ if
the calculation of these burdens was on the basis of present and net value«
and getting what is called generation imbalance. Fiscal policymakers should
seriously consider managing a sovereignty wealth fund to invest the
government's fiscal surplus with long-term financial instruments¢ within the
framework of what is known as the generations fund or the saving fund; and
to take into consideration the hierarchy of targeted priorities in the
preparation of the public budget¢ foremost of which is economic growth
and stability¢« investment-related spending and putting an end to disguised
unemployment in the Iraqi economy.

Key words: Fiscal policy, Public budget, Financial reform, Free riding,
Iraqi economy.
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