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Impacts of the Iraq War on the Balance of Payments Account of the United States
A country that is experiencing a balance of payments deficit is likely to be uncompetitive in the world market. War is a significant factor that contributes to the adverse effect on the balance of payments. Unites the States of America is one of the examples of a country whose economy has suffered doldrums due to war. It engaged in battle with Iraq that took five years from the year 2003, although the US military still stayed in Iraq for defense. The then-president, W.Bush, launched the war to eliminate constant threats from Iraq’s leader Sadaam Hussein who he believed was making weapons that have the potential to perform mass destruction. It is estimated that the war cost the US more than $1 trillion on military spending, undermining its growth and competitive advantage in the world economy. The current account and capital accounts are the major components of the balance of payments. 
Impacts of War on the Current Account
Iraq is a significant oil exporter followed by other neighboring Islamic states. US war with Iraq increasedits spending on oil, leading to a balance of payment deficit. The war forced the US to spend on treating wounded soldiers and fending for the families of the killed soldiers. As a result, inflation occurred in the country as the government had to increase taxes to raise money for the expenditure(Mann, 2018). Its citizens had little to save as most of the money they had was spent on buying goods and services. Also, the government spending on health care increased as more soldiers got injuries in the war. The war made other Islamic states stop the imports of goods from the US as retaliation for waging war against their counterpart; thus, overall, the imports become more than the exports.  
Impacts of War on the Capital Account
The long war between the US and Iraq troubled their economies. The US, the country formally the creditor turned the primary debtor in the world. Military spending is behind the issue. Weaponry, food for the soldiers, cost of health care for the wounded soldiers, and high salaries for the soldiers forced the government to seek help elsewhere by borrowing. This raised the country’s debt above $ 1 trillion. The war inhibited the country from pumping money into its foreign investment program as all the concentration was to bring down its enemy(Mathieson & Rojas-Suarez, 2012). As a result, the outflows outweigh the inflows putting the economy at a high risk of receding. 
It is worth noting that war has adverse effects on the country's balance of payments. US economy suffered as a result of the fight against Iraq. The demand for its exports by Islamic states decreased while its imports remained constant. The prices of oil increased because the war disrupts its production in Iraq, the world's large producer of oil. The expenditure of the US rose whereas its earnings on exports decline. The department of defense claimed more money for medical care of the wounded soldiers and taking care of other soldiers causing the government to raise tax and borrow money, thus increasing its debt. Inflation occurs as the prices of goods went high due to taxes. All these challenges that were brought by the war adversely affected the balance of payments.
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