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Abstract:

This study aims to analyze the impact of external oil shocks on macroeconomic stability in Iraq, with a particular focus on the
role of the public budget, represented by government expenditure, as a major transmission channel through which oil price
fluctuations affect economic growth, inflation, and unemployment. The study employs both the descriptive-analytical approach
and an econometric approach using the Structural Vector Autoregression (SVAR) model, based on quarterly data covering the
period 2000—2025, with a total of 104 observations. The results of the impulse response functions and variance decomposition
analysis indicate a strong relationship between oil shocks and government expenditure. They also show that the effects of oil
shocks on gross domestic product, inflation, and unemployment are transmitted largely through the fiscal channel. The findings
suggest that increases in oil revenues contribute to higher economic growth and improved empioyment levels in the short run,
while at the same time generating inﬂationary pressures due to the expansion of pubiic spending. The study recommends adopting
more disciplined fiscal rules, strengthening the role of sovereign wealth funds, and diversifying non-oil revenue sources in order to

reduce the impact of oil price fluctuations and support macroeconomic stability in Iraq.
Keywords: Oil Shocks, General Budget, Macroeconomic Stabiiity, Structural Vector Autoregression Model.
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