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Abstract. Building strategic visions for any economy is based on understanding the historical path of
this economy and diagnosing the mechanisms of development action in it and the main pillars upon which
it is based in implementing the structure of economic activities and the extended roots in drawing the fea-
tures of the current state of the national economy. This article presents a study of trends in the Iraqi econ-
omy, analyzes trends in the development and structure of GDP in industry and agriculture since 2018 and
targets for 2022-2023. These indicators are analyzed taking into account the impact of the pandemic. Based
on the results of the study, recommendations were made for neutralizing negative factors. According to the
authors, for the development of the Iraqi economy, it is necessary to develop industry, chemical and petro-
chemical industries.
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AHHomayus. VicciegoBaHue pa3BUTHUSA J1I060H MaKpPO3KOHOMHUYECKOM CUCTEMbl HEO6XOJUMO MPO-
BOJUTb Ha OCHOBE aHaJ/IM3a IloKa3aTeJied, KOTOpble AABAAITCA UHAWKATOpPAa pa3sBUTUSA CTpaHbl. B faHHOU
CTaTbe NpeACTaBJIEHO UCC/e[0BaHUE TEeHJEeHIUH pa3BUTHS 3KOHOMUKHU Hpaka, mpoBeJeH aHa/NU3 TeH-
JleHIMi u cTpykTyphl BBII B paspese npoMbliieHHOCTH, cdepbl YCIYT U CEIbCKOT0 X0351MCTBA HAUMHAs €
2018 r. v ns1aHOBbIe Noka3aTesau Ha 2022-2023 rr. /laHHble MoKa3aTe/d NPOAHAJTU3UPOBAHBI C yY€TOM
BJMSIHUSA NMaHJeMuU. [lo pe3ysbTaTaM NpoBeEHHOr0 UCCAeJ0BaHUs JaHbl peKOMEHAAlUU 110 HEUTpaau-
3aliMy HeraTUBHbIX PakTOpOoB. [lo MHEHUIO aBTOPOB, [IJisl pa3BUTHs SKOHOMUKU HMpaka He06X0UMO pas-
BUBATb 3JIEKTPOIHEPTETUKY, XUMUYECKYI0 U HeQTEeXUMUYECKYIO OTPAC/U IPOMBIIIJIEHHOCTH.

Kawuegsle cn08a: HauvoHalbHasA 3KOHOMUKA, Upak, TeHeHMM pa3BuTHd s3koHOMUKH, BBII pec-
ny6suku Upak, npombliieHHOCTh Upaka
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Iraqi microeconomic facts

Iraq is one of the most oil-dependent countries in the world. Over the last decade, oil revenues have ac-
counted for more than 99% of exports, 85% of the government’s budget, and 42% of GDP. This excessive
dependence on oil exposes the country to macroeconomic volatility, while budget rigidities restrict fiscal
space and any opportunity of counter cyclical policy. As of January 2021, in a country of 40.2 million, Iraq’s
unemployment rate was more than 10 percentage points higher than its pre-COVID-19 level of 12.7%. Un-
employment among the displaced, returnees, women jobseekers, the pre-pandemic self-employed, and in-
formal workers remains elevated.

The economy is gradually recovering from the double oil and COVID-19 shocks of 2020. In the first half of
2021 (H1-21), GDP grew by 0.9% year on year (y/y). The non-oil economy grew by over 21% in H1-21
(v/y), owing to a solid performance in the services sectors as COVID-19 containment measures were eased,
aided by a pick-up in the vaccination campaign. This recovery outpaced the slowdown in the oil sector as
Iraq adjusted to its OPEC+ quota early in the year.

Changes in Iraqi GDP

Important gains were made in budgetary revenues as average oil export prices trended above
US$64 /barrel. Customs and tax administration reforms outlined in the 2021 budget law started paying off,
contributing to a 53% surge in domestic revenue mobilization. This was enough to turn the overall fiscal
deficit (cash basis) into a small surplus of 0.6% of GDP despite spending rigidities. The current account def-
icit also turned into a surplus of 4.7% of GDP in Q1-21, hence boosting the official reserves of the central
bank. Iraq’s economic conditions are gradually improving as international oil markets recover, this recov-
ery is also fraught by major risks posed by structural bottlenecks, including public investment management
constraints that have impacted public service delivery, the slow clearance of arrears (especially those relat-
ed to public wages), and large exposure of state-owned banks and the central bank to the sovereign. These
fragilities are aggravated by fragile political conditions, a weak healthcare system, and rampant corruption
that continue to trigger unrest across the country.

The economy is forecast to gradually recover on the back of rising oil prices and OPEC+ production quotas,
which are planned to be phased out in 2022. Oil GDP will be the main driver of growth in the medium term.
Non-oil GDP is forecast to recover but remain under 3% on average in 2021-2023, due to the impact of the
COVID-19 Delta variant, compounded by water and electricity shortages which effect agriculture and indus-
tries. As a result, the fiscal balance is forecast to remain in surplus in the medium term leading the debt-to-
GDP ratio to steadily improve.

We can show changes in Iraqi GDP (millions dollars) as following:
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Fig. 1. Iraqi GDP (2018-2021), millions dollars?

1 Prepared by researchers in depending on https://data.worldbank.org/country/I1Q
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Iraqi government strategy

Recognizing the severity of the crisis the Iraqi government devised the national reform plan “ white paper “
that sets out a blueprint of reforms to achieve sustainable medium term growth . the 2021 budget proposes
measures aimed at boosting domestic revenue mobilization and public financial management, as well as
announcing an 18.5 percentage percent devaluation of the (Iraqi dinar) 1QD against the USD . the ultimate
success of reforms depends on political will and public support to implement the proposed measures and
lead the country “Iraq” out of a long-standing fragility trap. Amid persistently high perception of corruption
and weak public service delivery, fiscal consolidation could give rise to social tensions and undermine re-
form implementation. other priorities include limiting the spread of COVID-19 and ensuring a quick vaccine
rollout to manage the economic fallout from the pandemic.

The twin shocks took a heavy toll on Iraq’s economy, with GDP (at factor cost) posting a contraction of
10.4 percent in 2020. Growth was weighed down by depressed global oil demand and adherence to OPEC+
production cuts agreement which led to a 17.6 % contraction in oil GDP. The non-oil economy also under-
went at a 9% contraction as COVID-19 induced lockdown battered domestic demand with religious tourism
and services sectors suffering from the weak domestic demand and cheaper imported goods kept inflation
pressures low with headline and core inflation only edging up to 0.6 % and 1% in 2020. Cuts in oil produc-
tion exerted severe pressures on government finances, with oil revenues - according for 92% of total reve-
nue in 2019 -falling by over 45.1 % in 2020. The Iragi government responded through cutting discretion-
ary spending and slashing public investment. To deal with budget rigidities, especially those linked to the
public wage bill and pension. Iraqi government deferred the regularization of new entrants and contractual
workers to 2021 thus accruing wage arrears. Hence the 1.4 % of GDP fiscal surplus in 2019 turned in to a
4.4% of GDP deficit in 2020, raising gross budgetary financing needs to over 6.5% of GDP also following a
restructuring of domestic debt held by state-owned banks and central bank of Iraq “CBI”. This together with
the higher value of foreign debt following IDQ devaluation also caused central government debt-to GDP ra-
tio to increase by 21% points to 69,3% in 2020. Lower oil experts led to worsening of the current account
balance, which turned from a surplus in 2019 to a 12.9 % of GDP deficit in 2020. With net foreign domestic
imports “FDI” flows at only (US$ 3.2 billion) and limited other borrowing in 2020. Foreign currency re-
serves fell by almost US$ 13.6 billion to cover the gap by central bank. This brought reserves coverage to
9.6 months of imports by end 2020 despite a decline in imports.

Table 1! - Iraqi macroeconomic indicators 2018-2023

Statement Year Year Year Year Year Year
2018 2019 2020 2021 2022 f | 2023 f

Real GDP growth (constant market prices) 6.8 2.4 -11.9 1.9 8.4 4.2
Private consumption 2.3 1.5 -9 1.5 8 5.6
Government consumption 17.7 25.2 -10.6 31.5 2.1 1.1
Gross fixed capital investment -74.2 -16.2 -40 5 15 10
Exports ( goods and services ) 9.4 2.7 -15.8 1.1 10.3 5.1
Imports ( goods and services ) 16.6 28.4 9.4 15 2 3
Real GDP growth (constant factor prices) -1.2 4.4 -10.4 1.9 8.4 4.2
Agriculture 12.8 38.8 34.3 14 10 5
Industry -2.4 3.7 -11.6 2.7 10.2 4
Services 0.7 3.7 -12.2 -1.9 3.6 4.5
Inflation (consumer price index ) 0.4 -0.2 0.6 8.5 3.8 3.3
Current account balance (% of GDP) 10.6 6.1 -12.9 -11.3 -5.6 -4.4
Net foreign direct investment (% of GDP) 2.4 1.5 1.9 1.9 1.9 1.8
Fiscal balance (% of GDP) 11.9 1.4 -4.4 -5.4 -1 -0.6
Debt (% of GDP) 52.4 48.2 69.3 61.1 55.6 52.7
Primary balance (% of GDP) 13.1 2.6 -3.2 -4 0.9 1.7

1 Iraqi macroeconomic indicators according to data of world bank April 2021: World bank, report for macroeco-
nomics of Iraq, April 2021, https://data.worldbank.org/country/I1Q
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Fig. 2. Iraqi Real GDP growth (constant market prices)!
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Fig. 3. Iraqi Real GDP growth (constant factor prices)?
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Fig. 4. Iraqi Inflation (consumer price index)3

1 Prepared by researchers depending on https://data.worldbank.org/country/1Q
Z Prepared by researchers depending on https://data.worldbank.org/country/1Q
3 Prepared by researchers depending on https://data.worldbank.org/country/1Q
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Fig 5. Current account balance (% of GDP)!

Fig. 6. Fiscal balance (% of GDP)?

Final opinion and suggestions

The economy is forecast to gradually recover on the back of rising oil prices and OPEC+ production quotas.
GDP growth is projected to rise to 1.9% in 2021 and 6.3% on the average 2022 and 2023. Delays in covid-
19 vaccine led to additional lockdowns, which in turn impact on economic activities. Non-oil GDP is forecast
to recover in 2021, Growing up to 5.5% before converging to historical potential GDP growth trend in
2022-2023.

Economic recovery and mass vaccination will gradually reverse the surge in Poverty, projected by 7% to
14% points rise at the national poverty line of 110881 IQD per person monthly. the impact of the shock on
the informal sector, dominated by the poor and vulnerable. The currency devaluation is estimated to push
inflation to 8.5% in 2021 due to limited capacity for import substitution, this percentage will present an
additional pressure on household’s wellbeing and Poverty decrease. Higher oil revenues coupled with the
devaluation effect are projected to narrow the fiscal deficit to 5.4% of GDP in 2021.financing needs are
forecast to remain elevated compared to pre-covid-19 levels, averaging at USD 13.7 Billion/year in the out-
look period.

Iraq can be depending on framework for a digital economy as consisting of:
- digital infrastructure;
- digital financial services;
- digital platforms;

1 Prepared by researchers in depending on https://data.worldbank.org/country/I1Q
2 Prepared by researchers depending on https://data.worldbank.org/country/1Q

68 State and Municipal Management. Scholar Notes. 2022;(1)



IIpoG/1eMbl 9KOHOMHUKH
Maxkapens T. A., Anu Anv-Yo6atiou Axmed Hbpazum XyceliH. MakposkoHoMu4eckue nokazameau pazeumus Upaka...

- digital skills;
- digital entrepreneurship.

The priority areas for reform in Iraq are governance and enhancing private sector participation in the pro-
ductive sectors (and diversification), and this could subsequently enhance Iraq's participation in the digital
economy. These priority areas of reform cover all five elements of the digital economy framework, and aim
to enhance accountability, transparency, and trust. Iraq's transformation, in accordance with the World
Bank's initiative, towards developing a digital economy that is flexible and inclusive, requires economic re-
forms and the adoption of development priorities that provide the infrastructure for the digital economy.

For the development of the Iraqi economy, it is necessary to develop the chemical and petrochemical indus-
tries, to modernize the electric power complex. To implement these tasks, it is necessary to develop a stra-
tegic plan for the development of industry in the Republic of Iraq. The strategic plan should include a strat-
egy for the development of industry, services, agriculture. To solve the above tasks, when developing a stra-
tegic plan, it is necessary to use evidence-based planning methods. According to the author, this method
can be a software-product management method.
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