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The effect of oil rent on economic development: A case study of Iraq

Widad mohammed jbo'
Hosein ali Mehrnia"

Parvaneh Salatin ™

Achieving economic development is one of the most important goals of
governments, and this opportunity is more available for countries that have
natural resources, including oil. Oil revenues affect the economy of countries
with oil resources in many ways. depending on the mechanism of using these
revenues; Oil revenues can be a factor to accelerate or hinder the movement
towards economic development. In this regard, the main goal of this article is to
investigate the impact of oil rent on the human development index as a measure
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of economic development in Irag. The results of model estimation using ARDL
method showed that that oil rent has had a positive and significant effect and its
square has a negative and significant effect on the human development index as
a measure of economic development in Iraq. Therefore, there is a non-linear
relationship between oil rent and economic development in Irag. At a glance, oil
revenues can have two opposite effects on the human capital index as a measure
of economic development. Oil revenues can strengthen and develop the
education system by providing sufficient resources for the education budget of
the government and thus lead to the strengthening of human capital. But at the
same time, the expansion of oil revenues and the creation of a rentier state in the
economy can turn oil resources into the target of rent-seeking groups, and
instead of allocating oil revenues to educational infrastructure, it can become a
tool for public policies. to become friendly and anti-development.

Other results of the model estimation showed that the quality of governance does
not have a significant effect on the human development index as a measure of
short-term and long-term economic development in Iraq. However, the rate of
urbanization and economic growth have a positive and significant effect on the
human development index as a measure of short-term and long-term economic
development in Irag. The error correction coefficient showed that in each period
°Y% of the imbalance in the human development index was adjusted and
approached its long-term trend.
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