Volume 7, Issue 1 - Serial Number 23, Spring 2026 Online ISSN: 2783-0764

Journal Hompage https://www.srds.ir/
https://www.srds.ir/article 220707.html?lang=en

The Impact of Oil Revenues on Iraq’s Country Economic Growth with an Emphasis
on Geopolitical Risk

Heydar Ali Abd Shamal Al-Hosani !, Abdol Rahim Hashemi Dizaj * Mohammad Hassanzadeh?®

1. MSc Student, Department of Archaeology, Faculty of Social Sciences, University of Mohaghegh Ardabili, Ardabil, Iran
2.Associate Professor,Department of Economics,Faculty of Social Sciences,University of Mohaghegh Ardabili,Ardabil, Iran.
3 Professor, Department of Economics, Faculty of Social Sciences, University of Mohaghegh Ardabili, Ardabil, Iran.

Received Date: 07 March 2025 Accepted Date: 12 may 2025

Abstract

Background and Objective: Oil revenues significantly affect fiscal policies, public spending, and
budget management in Iraq. Studying these impacts helps policymakers assess the effectiveness of
revenue management strategies such as oil revenue allocation, budget planning, and the establishment
of stabilization funds. In addition, the impact of geopolitical risk on economic growth, which has been
dominant in most oil-exporting countries, has become a necessity, and its results can have very
important policy implications for policymakers and decision-makers at the macro level. Therefore,
Irag’s dependence on oil revenues makes understanding the effects of oil revenues on economic
growth of great importance for assessing the sustainability of the Iragi economy. The aim of this study
is to examine the impact of oil revenues on Iraq’s economic growth by considering geopolitical risk.
The results of the study will help identify the extent to which Irag's economic growth is dependent on
oil revenues and the possible risks associated with such dependence, along with existing risks.
Methodology: This study is of an applied type based on its objectives. Data and information in the
background section were collected with a library approach, and the data and statistics required to
estimate the empirical model were collected from the Central Bank of Iraq and the World Bank
websites in a time series format, and the analysis of the research model was also carried out using the
self-explanatory model with extended lags (ARDL). The country's macroeconomic variables in the
period 1995 to 2022 are the data used in this study.

Findings and Conclusion:Based on the results of the model estimation, oil revenues have a
positive and significant effect on economic growth in the short and long term, and the effect of
geopolitical risk and the interactive effect of geopolitical risk on oil revenues are negative and
significant in the long term on economic growth. The results also show a positive and significant
impact of foreign direct investment on economic growth. Oil revenues as a major source of income
can lead to an increase in the government budget, domestic and foreign investment in infrastructure,
improvement of public services and creation of job opportunities in various economic sectors.
However, political tensions and instability and geopolitical risk can reduce investment, reduce
production and consequently reduce economic growth. Therefore, the government should adopt
policies that reduce negative factors and increase factors that enhance economic growth.
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