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Abstract:

The research evaluated the performance of the Iraqi economy for the
period 1991-2021, and the extent of the success of the fiscal and
monetary policies in achieving the desired goals, by analyzing the
developments that occurred in the main macroeconomic variables
included in the Kaldor square (economic growth rate, foreign trade
balance, inflation rate, Unemployment rate), and an attempt to
determine the causes of these developments and the circumstances
surrounding them, and then compare them with the optimal goals
specified in the Kaldor square to show the extent to which they have
been achieved. The research was based on the hypothesis that the
macroeconomic performance in lIraq during the aforementioned period
is far from the possibility of achieving the combined goals of the Kaldor
square, and even if they were partially achieved, they would not be
economically meaningful. To complete the research steps, the
descriptive analytical method was adopted to study and analyze the
developments that occurred in the variables under study. Among the
challenges that the researcher faced during the study was the scarcity or
inaccuracy of data related to the case study. The researcher reached a
number of conclusions, the most prominent of which was proving the
validity of the research hypothesis. The most prominent
recommendations were the necessity of diversifying the economy and
reducing dependence on oil, as well as reconsidering the central bank’s
policy to achieve price stability by taking the competitiveness of local
products into account.

Keywords: Kaldor Square, Growth Rate, Inflation, Trade Balance,
Unemployment.

The study concluded with the following findings:
1. The combined goals of Kaldor's square were not achieved in the Iragi economy for the period

1991-2021. In other words, the variables included in Kaldor's square did not reach the desired
levels simultaneously in any of the years included in the study period, indicating that the
performance of the Iragi economy was weak during this period, and far from the ideal state, which
is in line with the research hypothesis.

. The study showed that the growth rate of GDP was close to the desired level according to Kaldor's
square in most years of the study period, in addition to achieving much higher levels in some
years. However, an analysis of reality, with the exception of the first half of the 1990s, showed that
these GDP growth rates were directly linked to oil rents, and did not reflect an improvement in
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economic performance. Rather, it constituted a manifestation of structural economic imbalances,
and a potential source of sharp economic fluctuations that could make the economy vulnerable to
repeated economic and financial crises. While the first half of the 1990s showed modest signs of
the possibility of the emergence of a real economy, capable of generating value added away from
rentier revenues.

The reality of the external trade balance was the best according to the goals of Kaldor's square, as
it was close to equilibrium in many years of the study period, and also achieved a surplus of a high
percentage in other years, which exceeded 26% in one of them. However, the study, through the
analysis, revealed that these desired ratios did not reflect a real improvement in the performance of
the Iragi economy either. Rather, they are due to two main reasons: The first is the impact of the
imposition of the comprehensive international economic embargo on Iraq in the first third of the
period, which resulted in the zeroing of exports and imports for some years, and their restriction
for other years. Therefore, balance was achieved forcibly and in its negative form. As for the
second reason, the achievement of the desired ratios in the external trade balance came as a result
of the increase in oil revenues resulting from the rise in both oil prices and the volume of oil
exports after the gradual lifting of the aforementioned embargo since 2003.

Inflation rates were high for most of the years of the period, especially in the first half of the 1990s
due to the economic embargo. Inflation was rampant at the time, but inflation improved during the
following years after the embargo was eased to record rates close to the goals of Kaldor's square in
the last third of the period. This is due primarily to the monetary policy of the Central Bank, which
made the stability of the general price level a top priority. In the context of the heavy reliance on
imports to meet local needs, and the abundance of foreign currency, the bank resorted to stabilizing
the exchange rate of the dinar and then the prices of imported products, and influencing the support
of the real value of the dinar and achieving stability of the general price level in the local markets.
However, this relative success of the Central Bank in controlling inflation, and because of the
nature of the tool used to achieve this purpose, may have caused the disruption of productive
sectors and infected the Iragi economy with Dutch disease.

The performance of the economy in terms of its ability to employ and provide job opportunities
was the worst compared to other Kaldor's square variables. The study showed that the
unemployment rate was high at around 8-9% from the beginning of the period to the last quarter of
it. The unemployment rate in this last quarter began to rise significantly, reaching more than 16%,
which is an indicator of the worsening of the symptoms of Dutch disease, and the dominance of the
rentier and sterile oil sector over the productive sectors that generate job opportunities. Despite the
existence of many data on the reality of this conclusion, there are other data that the study has
addressed about the level of employment that can lead to more detailed conclusions. The study
revealed that a significant percentage of economic sectors in Irag operate outside the scope of
official statistics, or what is called the shadow economy, which reached about 88.1% of GDP in
1996.
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26.07 | 49.63 | 75.70 26.57 50.59 | 77.16 4.98 8.75 | 16.92 | 101.92 | 2000

3.77 | 6151 | 65.27 3.91 63.79 | 67.70 | 16.37 8.84 1.76 | 103.71 | 2001

21.38 | 49.19 | 70.57 20.35 46.84 | 67.19 | 19.32 8.89 | -8.20 | 9521 | 2002

0.55 | 76.84 | 77.39 0.33 46.34 | 46.67 | 33.62 | 8.85 | -36.66 | 60.31 | 2003

-7.69 | 63.96 | 56.27 -7.12 59.17 | 52.05 | 26.96 8.61 | 53.38 | 92.50 | 2004

-7.05 | 61.39 | 54.35 -6.63 57.74 | 5111 | 36.96 8.72 1.67 94.05 | 2005

1241 | 38.62 | 51.03 12.33 38.37 | 50.70 | 53.23 8.65 | 5.65 99.36 | 2006

17.71 | 28.19 | 45.90 17.93 28.54 | 46.47 | -10.07 | 8.65 1.89 | 101.23 | 2007

19.60 | 30.73 | 50.33 21.48 33.67 | 55.14 | 12.66 | 848 | 8.23 | 109.56 | 2008

0.11 | 39.29 | 39.40 0.13 44.50 | 44.63 6.87 840 | 3.38 | 113.26 | 2009

534 | 34.08 | 39.42 6.43 41.07 | 47.50 2.88 8.25 6.40 | 120.52 | 2010

16.66 | 27.75 | 44.42 21.60 35.97 | 57.57 5.80 8.13 | 7.55 | 129.61 | 2011

1541 | 29.10 | 4451 22.75 4297 | 65.73 6.09 7.96 | 13.94 | 147.67 | 2012

11,92 | 27.75 | 39.66 18.94 44.10 | 63.04 1.88 9.26 | 7.63 | 158.94 | 2013

8.90 | 30.04 | 38.94 14.18 47.84 | 62.02 2.24 10.59 | 0.20 | 159.25 | 2014

-0.56 | 35.08 | 34.51 -0.94 58.50 | 57.56 1.39 10.73 | 4.72 | 166.77 | 2015

1.63 | 2648 | 28.11 3.09 50.25 | 53.34 0.56 10.82 | 13.79 | 189.77 | 2016

8.05 | 25.86 | 33.92 15.00 48.19 | 63.19 0.18 13.02 | -1.82 | 186.31 | 2017

15.80 | 25.00 | 40.80 30.22 47.80 | 78.02 0.37 14.07 | 2.63 | 191.22 | 2018

711 | 3094 | 38.05 14.35 6242 | 76.78 | -0.20 | 15.11 | 551 | 201.77 | 2019

-2.24 | 29.99 | 27.75 -3.98 53.23 | 49.25 0.57 16.23 | -12.04 | 177.48 | 2020

13.27 | 2441 | 37.68 23.92 44.02 | 67.94 6.04 16.17 | 158 | 180.29 | 2021
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Titre

PIB = taux de vanation du PIB en volume (%)

BTC = solde de la balance des transactions courantes
en % du PIB

INFL = taux de variation de lndice des prix a la
consommation (%)

CHO = taux de chémage (%)
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PIB = taux de variation du PIB en volume (%)

BTC = solde de la balance des transactions courantes
en % du PIB

INFL = taux de variation de lindice des prix a la
consommation (%)

CHO = taux de chémage (%)
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PIB = taux de variation du PIB en volume (%)

BTC = solde de la balance des transactions courantes
en % du PIB

INFL = taux de variation de l'indice des prix a la
consommation (%)

CHO = taux de chémage (%)
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PIB = taux de variation du PIB en volume (%)

BTC = solde de la balance des transactions courantes
en % du PIB

INFL = taux de variation de lindice des prix a la
consommation (%)

CHO = taux de chémage (%)
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PIB = taux de variation du PIB en volume (%)

BTC = solde de la balance des transactions courantes
en % du PIB

INFL = taux de variation de lindice des prix a la
consommation (%)

CHO = taux de chémage (%)
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