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Introduction:

The Iraqi economy facing for many decades the problem of inflation, and its impact on
economic and social life and politics in Irag, and although a Central Bank of Iraq after 2003
follow a tight monetary policy «which is leading small decrease in the rate of inflation in 2007, but
this problem is still affecting the economy and society of Irag.

There is multiplicity of causes leading to the continuation problem of inflation in the Iraqi
economy, that appears from imbalances structural economic (the inability of the structure of
domestic supply from the change with the changing structure of domestic demand, due to the
inflexibility of the production machinery and not the best use of energy and economic resources)
The imbalances structural economic led to the disproportionate increase in the gross domestic
product (GDP), with large increases in cash, and then exacerbated the problem of inflation and
its economic and social development in Irag.
to clarify the study problem, (facing the Iraqgi economy several economic imbalances structure in
the productive sector, which affected the problem of inflation) and to indicate the purpose of
study and its objective (determine economic imbalances structural impact on the problem of
inflation), and to clarify the importance of it (the failure of government programs investment in
finding solutions to the structural economic imbalances _ deflationary monetary policy of the
Central Bank of Iraq, in reducing the rate of inflation), the study is divided into many sections as
follows:

Sectionl: the effect of structural economic imbalances in the rates of inflation, the theoretical
framework.

section Il: the mechanism of the emergence of the problem of inflation in the Iraqgi economy,
historical framework.

section IlI: structural economic imbalances and their impact in the rate of inflation for the
period 2003_2010.

section IV: conclusions and solutions (theoretical characterization of the problem of inflation in
the Iragi economy, and then determine the possible implementation of economic programs, to
begin in earnest to reduce economic and social effects to the problem of inflation).
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The impact of structural economic imbalances on inflation
Case Study of the Iraqi economy

Abstract:

There is a close relationship between rigidity and distort structure of
production and productivity and inflation rates. The effects of this relationship
are distorted the contribution rate of the productive sectors and the
disproportionate of exchange rate in foreign trade.

raising the general level of prices is one of the way that have been used by
previous governments (inflationary financing or deficit financing) in order to
speed up the process of capital formation, depending on the availability of
economic resources idle.

The fabricating inflation for development does not represent a true
understanding of the nature of the Iragi economy. Assuming the existence of
productive energies ready to run directly as soon as increasing effective demand
by increasing the volume of money in the economy is an incorrect assumption.
Yes, there in the Iragi economy idle economic resources (land, capital, labor,
organization), But they are not ready for use in the production process.
This was attributed to distort the structure and nature of the production.

These problem Making those economic resources unable to engage in the
production process and increase production once when the increase effective
demand. This shows through low levels of productivity when compared to large
economic resources in the lraqgi economy, which means the economy not having
productive capacities.

Even external factors (wars, economic blockade), distort the nature of the
economic resources, the policy of deficit financing, higher relative prices of some
essential commodities in the production process (electricity, fuel, transport, rent)
led to high production costs.

All that makes the Iragi economy supply facing holistic sharp flexibility
curve, not because of optimal utilization of economic resources, as in the
advanced industrial countries, but because of the inelasticity productive
apparatus and the economic potential for response to increasing effective
demand and as shown in the following .

the Iragi economy is high money supply in the market, but it could not
reduce those inflationary pressures largely due to structural imbalances facing
the production and productivity process.

Key word:

Inflation - the Iragi economy -inflation in the Iraqi economy - structural
economic imbalances.



