Running head: ECONOMIC EFFECTS OF THE IRAQ WAR ON THE BALANCE OF PAYMENT OF USA	2
ECONOMIC EFFECTS OF THE IRAQ WAR ON THE BALANCE OF PAYMENT OF USA	2





Economic Effects of the Iraq War on the Balance of Payment of USA
Student’s Name
Institutional Affiliations


Economic Effects of the Iraq War on the Balance of Payment of USA
Balance of payment is a statement that includes all transactions made between the entities of one country with the rest of the world over a specific period (Kyle, 2015). It may be a new thing for America to be concerned with their balance of payments since the country is said to have limitless productive resources and is known for its capability to provide citizens with sufficient needs without undergoing any strain. However, to understand the United States balance of payment, it is important to look into the Iraq war. The Iraq war landed them into considerable pressure in terms of their statements since all their transactions which consisted of imports and exports, as well as their foreign aid and their remittances, were significantly affected. This analysis will endeavor to expound more on the economic cost of the Iraq war concerning the United States balance of payment deficit.
The Iraq war is a renowned military conflict between the United States and Iraq. The war lasted seven years, that is from 2003 to 2007. The battle cost the United States an estimated amount of $1.6 trillion, the country’s president at that time was President George W. Bush initiated the war intending to eliminate Saddam Hussein who was Iraq’s Sunni leader. During the war, the president requested a total of $607 billion for Iraq. This was considered ten times higher than the $60 billion costs that the country administration had initially allocated at the start of the war (Bilmes & Stiglitz 2006). However, this was not the only cost that the war was inflicting on them since the administration requested another $804 billion when the Iraq and Afghanistan wars combined. 
The balance of payments is divided into two accounts, the current account, which consists of the financial statements and the capital account, which include the transactions of country goods and services. In regards to the war, due to the additional funds that the administration requested for the war, first and foremost, the money required was not initially planned for war. Therefore, the state’s budget had to be sequestrated due to the extra funds needed for the overseas wars (Bilmes & Stiglitz, 2004). This imposition of the release of additional funds for the war interfered with the capital accounts of the country since the war impacted on the financial instruments of the country by creating a deficit in the national output. For instance, the borrowed money interfered with the uninsured insurance coverage of all Americans.
Additionally, the borrowed money displaced the productive country investment since some citizen’s taxes had been increased to support the war. It became clear that the state was funding the war from money borrowed from the capital account. The increase of government borrowing landed the country into a total debt of 1 trillion since the state increased its department of defense. Further, administration borrowing led to a deficit in its balance of payment since the extra money used to fund the war was from the country’s productive investment and by reducing this amount, it affected the country’s economy.
In conclusion, the Iraq war brought significant economic deficit for the states through the expenditures, which included the cost of treating their wounded and disables. The expansions of the military, which was necessary, increased the military budget and this led to direct fiscal impacts for the state’s economy. The country had to put aside a significant amount of money and this resulted in serious economic effects such as loss of infrastructure and development and the disruption of the country investment plan. Overall, the Iraq war pushed the United States government to borrow a lot more money than it was expected since they had a duty to support the war. This, however, led to a deficit in their balance of payments.
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