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Low productivity growth is consistent with the Resource Curse, the phenomenon of 

countries with abundant natural resources having low economic growth rates, autocratic or 

dictatorships political systems, or worse development outcomes than countries with fewer 

natural resources. There are a number of theories for the Resource Curse. For evidence in 

the Arab, oil-producing countries see for example, Elbadawi and Gelb (2010), Elbadawi, and 

Soto (2012).  

 

For labor productivity, figure (3) plots the Conference Board estimates of average output per 

employed person over the period 1950-2019 (in 2019 USD) for Iraq (and the GCC 

countries). Iraq has the lowest income per worker since 1950. Therefore, low productivity is 

a chronic problem and not all related to any particular government.  Since Iraq is considered 

a rentier economy, figure (4) plots an estimate of oil rent as a percent of GDP for Iraq (and 

the GCC countries) for 1975 and 2019 because the time series is incomplete. While a 

number of GCC countries improved over time slightly, the Iraqi and Kuwaiti economies 

remained unchanged. Many successive Iraqi governments since then were unable to diversify 

away from oil. Rent was about 40 percent of GDP in 2019.  

 

Iraq has a vast hydrocarbons wealth. Figure (5) plots the proven oil reserves in 2018. Iraq is 

fifth after Venezuela, Saudi Arabia, Canada, and Iran.  The most striking feature of the 

Resource Curse is poverty associated with vast natural resource wealth. There are many 

different measures of poverty, which are controversial. Figure (6) plots the percentage of 

urban population living in slums over a number of years. For Iraq (GCC countries do not 

have poverty measures) in 1990, just a year after the end of the Iraq-Iran war, there were 

about 3 million Iraqis lived in slums (16.9 percent of the population). The number increased 

to about 15 million people in 2005, a staggering 52.8 percent, and to more than 17 million 

people in 2014, 47.2 percent. These statistics suggest that Iraq is an oil-rich country and poor 

population. This bleak picture will persist unless there are serious attempts to change the 

culture, the political and the economic institutions.  

 

The collapse of the oil price in March 2014 resulted in a sharp and sudden budget deficit, 

which reduced social welfare payments, failure of the government to pay wages, salaries, and 

pensions to millions of Iraqis, and increasing unemployment especially among young people. 
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the effect on GDP growth. Kormendi and MeGuire (1985) used measures of political 

freedom and civil liberties to proxy the quality of property rights and reported positive 

association with GDP growth. Heitger (2003) illustrates the same point.xiii  

 
Ross (2001) examines the effect of oil on democracy empirically. He examined a panel of 

113 countries over the period from 1970 to 1997. Testing several hypotheses (the rent state, 

the repression effect, and the modernization effect) revealed that oil adversely affects 

democracy and more so in poorer countries. Elbadawi and Makdisi (2011) provide evidence 

that oil is one of the main reasons for the lack of democracy in the Arab countries. Rotunda 

(2004), Wolf (2005) and Razzak (2006) proposed privatization of oil for Iraq. It means 

immediate transfers of the oil wealth to the Iraqi people; it does not mean selling out to 

multinationals.  

 

In most market-oriented democracies, the people own resources and factors of production. 

All the Eastern European countries (e.g., Russia, Poland, Hungary, the Czech Republic, etc), 

which became democracies after the fall of the USSR, privatized their economies rather 

quickly. Iraq could do the same if the political climate and the culture change. The method 

of privatization could be different, however, depending on the objectives and the economic 

and political conditions. The Russian and the Czech Republic, for example, privatization 

processes were different from Poland or Hungary or even the U.K. The distribution of the 

oil wealth is different in Alaska from Norway. That is beside the point now. Most Iraqis 

agree that since 2003, (1) economic development has never occurred; (2) oil wealth has been 

squandered; and as a result, the Iraqi people have been impoverished. Ending the economic 

hegemony and control of the state is the only solution to free the economy and the people 

now.  

 

It is only natural that the Iraqi people own their oil, gas. Oil shares must be distributed to all 

the Iraqi people equally. Each eligible individual receives one share. It is essential that shares 

are tradable in a free market immediately so ordinary Iraqis can benefit from buying and 

selling these oil shares, thus oil wealth could generate oil income. One expects that some 

Iraqis who need cash would sell their shares to other Iraqi buyers who want to buy at an 

agreeable price for the share. Allowing free exchange guarantees the establishment of a 
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because they are untrustworthy, to ensure fairness, protect the integrity of the process, to 

protect the women, the elderly and the vulnerable. Democracy cannot flourish and progress 

if a few politicians and businesses continue to control the economy and steal the wealth of 

the people. 

 

A change in ownership of oil and income diversification constitutes a significant 

socioeconomic change, a significant shock to the system. Expected prices, wages, and 

income adjustment would take some time. This dynamic is hard to predict. The time lag is a 

function of the ability and speed of the society to adapt and the speed at which new sound 

institutions replace the old ones. Therefore, we anticipate high variability at the beginning 

and for some time. Russia took a long time to stabilize. 

 

Those who have entrenched interests in the status quo system, however, will resist the idea 

of transferring ownership of oil and government assets to people. There are cultural and 

institutional hurdles. The cultural hurdles include, at least, (i) the political elites who currently 

control revenues since 2003, those who collect the rent and vote for the politicians, and 

foreign beneficiaries who buy smuggled oil and collect rent for supporting the system; and 

(ii) a strong belief in social welfare policies among some people. Although people have not 

received adequate services such as schooling, health, water and power supply, housing, 

roads, etc. since 2003, some people are so used to governments providing free services for 

them with the majority of workers being tax-exempt, may still believe in this old system.  

 

There will be difficulties and strong resistance to the idea of oil wealth transfers, more so 

than in Russia or any other country because of the abovementioned hurdles, but there is a 

change in demography, where people aged 15 to 24 are forward looking and untarnished by 

past experiences. Unlike Russia in 1991, this group of Iraqi people has not lived under 

dictatorship and socialism. They have not been recipients of rent and social welfare, highly 

connected with the rest of the world and are aware of democratic practices, institutions, and 

culture. They may be the key to change. We believe that cultural change in Iraq is necessary 

to ensure a better development model for Iraq, however, how oil ownership policy, political, 

and economic institutional changes can induce cultural change remains unquantifiable and 

the subject of more research. 



https://doi.org/10.1016/S1574-0684


https://erf.org.eg/app/uploads/2014/08/678.pdf
https://erf.org.eg/app/uploads/2014/08/678.pdf
https://www.rug.nl/ggdc/productivity/pwt/related-research




https://www.jstor.org/stable/i24914302?refreqid=excelsior%3A109a80261f788e63cda1d7bf11c65017
http://iraqieconomists.net/en/wp-content/uploads/sites/3/2020/10/Iraq-White-Paper-Complete-En.pdf
http://iraqieconomists.net/en/wp-content/uploads/sites/3/2020/10/Iraq-White-Paper-Complete-En.pdf
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Figure (1) 
Budget Deficits, CA Deficits, and Rising Debt 
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Figure (2)
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Figure (3) 
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Figure (5) 
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Figure (6) 

 
 

Figure (7) 
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Figure (10) 
The Relationship between Oil Production and Real GDP in Iraq 
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Figure (11) 
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Figure (12) 
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Figure (13) 
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Figure (14) 
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